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Solbes and the euro 


Sir—Your leader on Ireland (“Ire- 
land’s euro-sins”, February 17th) 
fails to take into account the fun- 
damentals of the emu model. The 
notion of national but co-ordi- 
nated economic policies is not 
only embedded in the Maastricht 
treaty but is also necessary to en- 
sure an appropriate policy mix 
against a background of a single 
monetary policy. The coherence, 
consistency and predictability of 
the euro-area’s economic policy 
management is important for the 
credibility of our currency over 
_ the medium term. Big or small 
“does not make any difference 
here. The commission will act ac- 
cording to the treaty any time in- 
consistencies of a similar nature 
appear. 

PEDRO SOLBES 
EU Commissioner 
for Economic and 
Monetary Affairs 
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Arab information 


Sir—-You claim that “the fear that 
Arabs ‘in the street’ can force gov- 
ernments to action” is long gone 
(“Sharon's Israel”, February 10th). 
This is wrong. The crossborder 
influence of satellite television, 
like Qatar's Al Jazeera station, as 
well as the Internet, has broken 
completely the monopoly on the 
control of information previously 
held tightly by Arab govern- 
ments. This has had a powerful 
impact on the diplomatic behav- 
iour of Arab leaders since the start 
of the latest Palestinian intifada 
last September. To ignore popular 


. New Jersey 


feeling could risk local demon- 
strations on local grievances, le- 
gitimised by displays of support 
for the Palestinians. 

London Simon HENDERSON 


Sır—Your article on the reaction 
of the Arab. world to Ariel 
Sharon’s election contains an er- 
ror in military history (“Fear of 
Sharon”, February 10th). You say 
that “Egyptians remember that it 
was Mr Sharon who flouted a 
ceasefire during the 1973 war, 
counter-attacking across the Suez 
Canal to turn Egypt’s initial suc- 
cess into near-defeat.” In fact, 
there was no ceasefire until Israel 
had already been on the west 
bank of the Suez Canal for four 
days. The first ceasefire was bro- 
ken by Egyptian units that had 
been surrounded and were trying 
to break through to their own 
lines. By any military standards, 
Mr Sharon and his compatriots 
had turned the Egyptian attack 
into a complete defeat. Only pres- 
sure from Henry Kissinger kept 
the Egyptian 3rd Army from be- 
ing destroyed totally as the cease- 
fire became final. 

Delran, 

Dan POLLAK 


Str—Milton Hirsch (Letters, Feb- 
ruary 17th) quotes Arthur Balfour. 
Could I remind him of a passage 
in the Balfour Declaration that 
tends to be forgotten by Israel’s 
apologists. It stipulates that noth- 
ing should be done “which may 
prejudice the civil and religious 
rights of existing non-Jewish 
communities in Palestine.” It is 
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precisely this which successive Is- 
raeli governments and Jewish set- 
tlers in the occupied territories 
have been. doing for decades. 

London ` PATRICK WRIGHT 


Bath control 


SıR--The Japanese bathhouse 
owner who balked at admitting a 
recently. naturalised foreigner 
(“Bathroom blues”, February 
10th) is in company that is easily 
recognisable. London’s gentle- 
men’s clubs, America’s country 
clubs, nightclubs and other priv- 
ate businesses often screen their 
members. But the Japanese bath- 
house owner on the rural island 
of Hokkaido is surely atypical. As 
a resident of Japan for 26 years, I 
used neighbourhood bathhouses 
in my student days and was 
never rejected. Estate agents often 
declined to present me to land- 
lords, but you persevere until you 
earn acceptance. 

Though it is possible to acquire 
nationality here, Japanese still 
chiefly tie the concept to one of 
blood, not residence. Thus, there 
is not a satisfactory Japanese 
word for “citizen”. But having 
worked for Japanese companies, 
obtained a permanent-resident’s 
permit and bank loans, pur- 
chased a house, and married and 
raised children whose Japanese 
mother can confer nationality, I 
do not think the tired argument 
that Japan is closed holds much 
bathwater. 


Yokohama BRUCE ROSCOE 


Diplomatic immunity 


Sir—Brazilian diplomats are un- 
used to defending their country’s 
interests (“Trade beefs”, February 
10th). After industrialisation be- 
gan in Brazil in the early 1950s 
rapid growth was the outcome of 
a state-led strategy based on pro- 
tection and subsidy. Trade was 
seen as an evil that perpetuated 
technological, financial and mili- 
tary dependency on the countries 
of the north. Under this ideology 
a school of foreign-policy think- 
ing.emerged at Brazil’s Ministry of 
Foreign Relations. Its influence 
was strengthened as industri- 
alisation advanced and dip- 





neo-liberal revolution struck i 
Brazil. If the turn in economic 
policies was rapid and effectiw. 
the same cannot be said about 
ideological change in the highes 
echelons of the diplomatic. seri 
vice. In spite of a general recogni 
tion of the quality of their 
struction, Brazilian diplomats a 
still generally critical of the id 
that freer trade is intrinsically 
good for the country. That ideo- 
logical bias, in turn, reduces their! 
willingness to seek to reduce, 
trade barriers erected against Bra 
zilian exports by industrialised 
nations. 







Carros Pio 
University of 
Brasilia Brasilia 
“eth satan es ed Levelt 
After a fashion 
Sir—-As you say, the main 


achievement of Rose Marie Bravo 
at Burberry is to have rejuvenated 
a brand ‘that has needed it for 
some time (Face value, February 
3rd). Burberry has improved its 
presentation in the media, 
brought in new designers to im- 
prove style and fit, regained con- 
trol of overseas licences and cut 
the cord with the Asian market 
making it a trendier British brand. 
Other problems, such as the 
Asian grey market, were on Bur- 
berry’s agenda well before Ms 
Bravo came on board. 

As for the transformation of 
Burberry’s image, this also started 
before Ms Bravo joined. It had 
been obvious for years that Bur- 
berry needed a facelift and new 
advertising campaigns with 
younger models and well-known 
photographers had been 
launched already. Ms Bravo 
pushed this further and moved 
the image to a very much youn- 
ger and trendier market. 
Frankfurt SANDRINE Harris 


Sir—Sometimes, lack of public 
acceptance of a brand is a result 
of unfortunate associations of 
which the maker may be un- 
aware. Some years ago, a friend 
bought a Burberry raincoat but 
his wife dissuaded him from 
wearing it. It seemed that she had 
heard that it was of the type fa- 
voured by flashers. 
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i At the United Nations 
Millennium Summit, 
the world's leaders 
pledged to cut global 
poverty in half by 
2015. The United 
Nations Development 
Programme is charged 
with helping to make 
this happen. We want 





you to work with us. 


Partnerships to Fight Poverty 
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It’s time to take sides. 
Put your ideas, experience and expertise to work. 


UNDP is a ‘thinking and learning’ organization at the forefront of today's development 
dialogue in championing the poor and disadvantaged. Our focus is on providing 
developing countries with knowledge-based consulting services and building national, 
regional and global coalitions for change. With a strong history of inclusion and 
consensus-building, UNDP has earned the trust and partnership of leaders across the 
developing world. We are now hiring a new generation of expert practitioners who want 
to contribute to those partnerships by offering strategic approaches to long-standing 
problems. We seek individuals who can communicate advice and new ideas across 
cultures and all strata of society. 


We have over 60 international opportunities at various levels in the following practice areas: 
Democratic Governance 

Poverty Eradication (including Macroeconomics, Social Impact & Gender Equity) 
Energy and Environment 

Peace-Building and Disaster Mitigation 

Information and Communications Technology 

HIV/AIDS 


For more information, please visit our Web site. Or send e-mail to initiative@undp.org. 
We especially encourage women to apply and value geographical diversity in our workforce. 
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The international Agreement on the Cooperation for the Sustainable Development of 
the Mekong River Basin concluded in 1995 between the four riparian countries, 
Cambodia, Laos, Thailand and Viet Nam highlights the areas of cooperation in respect of 
Water Utilization, Basin Development Planning and Protection of the Environment and 
Ecological Balance in the Mekong River Basin. With funding from GEF/WB and key 
bilateral Donors, MRC is tasked with implementing these highly strategic programmes in 
close cooperation with the National Mekong Committees. 


The Water Utilization Program funded by GEF/WB has been on-going since 

March 2000 and MRC is now commencing the work on the Basin 

Development Plan and the Environment Programme, and is seeking highly 
qualified candidates as described below: 


Senior River Basin Development Planner: Direct counterpart to the riparian ot 
Leader, provide overall guidance and participate in the various Basin Developm 
Planning activities, including forrnulation of BDP- policy framework, data analysis ole 
management, training needs assessment and training plans, sub-area sector 
analysis, formulation. of development scenarios and management strategies, 
identification of priority projects, implementation planning. 


ior seca sual spatial oe ible n socio- econ omic ane of the Basin 








F ervi esk ane format s socio-ecoano 
e CO n O Mm IC all asse ol sia an nd ae ee ae Ss‘ identification and public particip 
y da socio-economic guidelines for dentifcation and evaluation of proje 
DrOSperous, 
ell 
SOC y management 
‘ inventory on wate 
just anc faa 
; Environmental Programmi 
envi r Onl l en a y anviront mental a 8 
ith particular focus on issues relate 
10) 6) n ac between MRCS and NMC’s, 
1 ite Š " Gi M A 
MI e kO nN R ver Aquatic Ecosystem Specialist: Responsible for tHe. aquatic ecosystem aspects of the pasin 
g wide Environmental Programme and ensuring that linkages with social and cultural pattems are 
covered in a Comprehensive way. Main duties include finalise a wetland classification system, 


R as | nN develop á basin wide inventory and database of aquatic éeésystems, establish a monitoring 
system for aquatic ecosystems, 















jement Advisors (4 positions): To provide general management 
cong Committees (NMC) in Cambodia, Laos, Thailand and Viet Narn. 
nd participation in all planning activities, consolidation of NMC's 
apabilty through on-the-job training, upgrading of national data 
ordination of the Basin Development Plan, Water 

Ame at country level and in relation to the MRC Secretariat. 
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‘ess regional and trans boundary issues and to 
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Qualifications of the Applicants: For all positions, MRC is I 
specific field of expertise with documented results. Minimun 
years. Experience with project management and institutional 
to work and co-operate in a multi-cultural and international e! 
rience from working in the Lower Mekong River is an advantag 
written and spoken. Working knowledge of one or more riparia 


xperts in the 
experience is 10 


The Mekong River Commission Secretariat, located in Phnom Pen 
multicultural environment with over 100 riparian and international sta 
challenging programme assisting its members to achieve the Mekang 
"An economically prosperous, socially just and environmentally sound M 
The Secretariat offers competitive- salary and benefits according to UN rule 
encouraged to apply. Only short-listed candidates will be notified. 
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The AFRICAN DEVELOPMENT BANK is the premier pan-African development finance institution in 1964 to foster economic growth 
and social progress in Africa. The Bank is owned by 77 member states in Africa, Europe, Asia and the Americas, It is based in Abidjan, Céte 
d'Ivoire, West Africa. 

Nationals of member countries are invited to apply for the following positions. 








DIVISION MANAGER, RECRUITMENT AND STAFF DEVELOPMENT DIVISION, HUMAN RESOURCES 
MANAGEMENT DEPARTMENT (VN. ADB/01/016) 
Under the supervision of the Director, Human Resources Management Department. the incumbent will: Plan organise, direct and supervise the programs and activities of the 
Recruitment and Staff Development Division: Develop and advise Senior Management of changes and innovations that should be made to develop and adapt the HR practices to the 
Bank's vision and strategic goals: Formulate policies and programs for the approval of Senior management and the Board in HR areas under the Division's mandate: Develop guidelines 
and procedures and direct the implementation of programs to identify, attract, recruit highly qualified candidates and retain selected staff, Provide guidance in panels to ensure that 
candidates are interviewed in fair and transparent manners consistent with the President's directives and Bank policies; Advise department heads and line managers on effective 
recruitment and staff management practices as well as provide guidance and counsel to managers on HR practices to promote effective and support managementestalf relations t 
optimize performance; Provide leadership and supervision in the development and implementation of policies and procedures.on career planning, performance management and staff 
development and propose updates and changes as and when necessary; Initiate and introduce changes and business process intiovations to ensure the adoption and implementations of 
HR practices and processes that are abreast of trends in the field and direct their implementation within the Division; Develop Bank-wide human resources planning strategies to help 
departments and managers identify staffing needs based on staffing norms and taking into account medium and long-term staffing requirements of the Bank, Qualifications: A Masters 
degree in Human Resources, Social Science or Business Administration with concentration in human resources management. Atleast 7 years practical experience. in human resources 


management. Highly competent in the use of standard software applications, especially in human resource packages, 
ee er eS anny ev ornnannrunnwnvrnrnr creer er a aananaaaanananan nananana 


SENIOR CIVIL ENGINEER - ADMINISTRATION DEPARTMENT 9VN. ADB/10/011) 

Under the supervision of the Division Manager, the incumbent will: Develop the facilities management led approach to property and premises management, maintenance and support 
by preparing the section's work program, providing technical guidance on work problems and exercising supervision over subordinates; Propose specification and design of 
architectural, engineering and building services for Bank properties: Manage smali, medium and high value contracts in renovation, refurbishment works for Bank properties: Review 
plans for construction activities in Bank-owned buildings for feasibility with regard to proper ventilation and air-conditioning: Prepare capital budgets for engineering services as well 
as agree and set engineering policies and procedures for all bank premises; Co-ordinate Bank design for technical installations requirements and be party to instructing professional 
wam; Provide constant ongoing project review and control of the entire engineering services during design, implementation and build environment, continually monitor and review 
quality assurance of the engineering and associated works as well as prepare, negotiate and recommend engineering supply, maintenance and service contracts, 


CHIEF INVESTMENT OFFICER - TREASURY DEPARTMENT 9VN. ADB/01/006) 

Under the supervision of the Division Manager, Investment and Trading Room Division, the incumbent will: Be a Team Leader responsible for advising professional and support staff 
in investment decisions, providing technical advice and support w the middle and. back offices; Lead, manage and monitor use of short-term borrowing facility. provide advice to 
management on new investment products and amendments to Investment Guidelines; Manage the Bank's assets in any of its liquid currencies with the objective of capital preservation, 
profitability and liquidity, maintenance according to the Bank's Investment Guidelines. Identify and execute investment and triding opportunities within his/her risk parameters, 
Formulate and implement investment strategies. Determine the optimum asset allocations. Conduct scenario analysis and test investment decisions and strategies to assess their 
potential impact on the Bank's liquid assets, Ensure prompt and efficient placement of time deposits. Monitor and control the tisk exposure of all portfolios and manage them within 
the Bank's investment guidelines and risk parameters and. supervise treasury risk management reporting and settlement of transactions, Monitor Central Bank's activites to assess 
developments in. thier monetary policies and theirinplication for interest rate trends and the impact on the Bank's Investment Portfolio; maintain and manage professional relationships 
with investment community, dealer counterparts, central banks and other professional operating in financial markets, Monitor and maintain constant dialogue with External Fund 
Managers to assess and discuss differences and similarities in.invesument outlook and strategies to transfer know-how, and keep abreast of latest development in financial markets as 
well as monthly and quarterly economic and bond market reports, i 


PRINCIPAL FINANCIAL - TREASURY DEPARTMENT (VN. ADB/01/007) 
Under the supervision of the Division Manager, Technical Financial Services Division, the incumbent will: provide financial Ieadershi’. with representing the Bank during negotiations 
whether with borrowers, other MDBs or commercial investment banks, provide Jeadership on complex financial assigaments Las drafting of policy documents for new tending 
products, provide leadership for junior positions in the division as well as contribute to the formulation of the Division's. work programs, Develop lending products and services dnd 
provide framework materials for delivery to borrowers; Conduct borrower information campaigns: provide technical support und expert advice to operational sti f; Design systems 
and procedures for implementation of lending products and financial services; Assess the rationale for and risk/benefit analysis of borrower choice af lending terms: Develop 
framework to assess the impact of ADB loans on the debt situation of borrowers and assist in develop expertise for identifying and assessing risk ated with external liabilities, 
anneanne 
SYSTEMS ANALYSTS - INFORMATION MANAGEMENT AND METHODS DEPARTMENT (Ref, VN ADB/01/017-018) 
Under the supervision of the supervision of the Division Manager, the incumbent will, Serve as lead analyst and system designer fur the Bank computing foundation, including the 
main menu system, database maintenance utilities, import/export utilities, shared programming libraries, terminal emulation files, application installation and build procedures, system 
security and utilities programs; Develop and maintain computer programs to support Bank business requirements; Develop application software using high level application 
development languages using UNIX, C, structured query language (SQL). and other database management software (DBMS); computer vided software engineering (CASED tools: 
reverse engineering and prototyping tools, and utility programs. Facilitate inter-project co-ordination on the common architecture of global system issues; Work with technical 
specialists to resolve difficult programming and configuration problems, Research and develop solutions to difficult technical issues relating to the underlying structure of an 
information system, Develop feasibility studies and requirements analysis to justify and support the development of new and enhanced information systems, Serve as Contracting 
Officer Technical Representative (COTR) for assigned contract support services ta: Establish and co-ordinate the use of rigorous structured systems analysis techniques in the 
development of data collection, entry, manipulation and reports; Determine needs for an effective user interface and tools required for operations of the systems and supporting 
software: Produce analysis and system design documentation in accordance to Bank standards: 
Qualifications (including desirable skills, knowledge and experience): At least a post graduate/Masters degree in Computer Sciences;'a minimum of 5 years of rélevant experience in 
areas of structured systems analysis, design and information processing techniques, logical data analysis, logic tools as they apply to software development and evaluation, Professional 
knowledge of computer operating systems including UNIX and DOS, relational DBMS and SQL, C - programming language. other high-level programming languages, UNIX Shell, 
1 graphical user interface systems such as X-Windows, and client-server middleware, Knowledge of project managment principles in the scheduling of tasks involved in evaluation of 
‘applications. 








General Requirements: At least, a post graduate degree, Ability 19 communicate and write effectively in English and/or French, with good working knowledge of the other languages; 
Familiarity with modern software applications. The Bank offers an internationally competitive salary and attractive benefits package. Applications with complete curriculum vitae 
(please indicate date of birth and nationality) in French or English must be sent by 6 March 2001 to the address indicted below. Women are encouraged to apply Due to the large 
number of applications expected, only shortlisted candidates will be acknowledged. 


Division Manager 
Recruitment and Staff Development Division 
African Development Bank 
OF B.P, 1387 ABIDJAN 01 - COTE D'IVOIRE 
FAX (225) 20.49.43 ADB Homepage: http/Avww.aldb.org - E-mailrecruit@aldb.org 
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<> SMITH COLLEGE 


























PRESIDENT 


The Presidential Search Committee seeks nominations and 
applications for the presidency of Smith College. Individuals must be 
of exceptional professional and personal distinction, with experience 
and accomplishments that demonstrate the capacity to serve as chief 
academic and administrative officer of the college. 















































INTERNATIONAL FOOD POLICY RESEARCH INSTITUTE 
Postdoctoral Fellow, Food Consumption and Nutrition Division (Ref# 01-105) 


IFPRI seeks anapplied or agricultural economist for the position of Postdoctoral Fellow in 
its Food Consumption and Nutrition Division (POND). The Postdoctoral Fellow will work 
on a two-year fixed term, renewable assignment. 


Duties: The Postdoctoral Fellow will work primarily with two IFPRI Research Fellows 
coordinating a program on urban food security and nutrition. The Postdoctoral Fetlow will 
utilize datasets currently at IFPRI and from other sources to conduct analyses of different 
aspects of urban livelihoods in developing countries, including poverty, food and nutrition 
security. The Postdoctoral Fellow will work independently as well as assist.the Research 
Fellows with literature. reviews, data analyses, and writing and publishing findings on 
selected topics. relevant to urban livelihoods and to urban programming and policies. 


Smith College is the largest private liberal arts college for women in 
the United States. The college is endowed with outstanding resources 
and facilities, a distinguished faculty, and a rich curriculum. It has a 
nationally renowned graduate School for Social Work, a newly 
established program in engineering, and is a member of the Five 
College Consortium, a collaboration of four area colleges and a 


Required: Ph.D. in Econ, Ag Econ, or a related field; excellent econometrics skills, critical $ " 
university. 


analysis.of own as well as existing research; exp in using complex, integrated houschold 
survey data for econometric and statistical analyses; exp in conducting synthesis work and 
publishing research findings; commitment to work on research with implications for 
policies and programs; knowledge of literature on poverty in developing countries. 
Preferred: Strong knowledge of the literature on urban livelihoods and food and nutrition 
security, as well as agriculture and rural development in developing countries; familiarity 
at the field-level with anti-poverty, food, and nutrition policies and programs in developing 
countries; familiarity with analytical methods of social sciences other than economics 
{especially qualitative methods) and other means of statistical analyses in addition to 
econometrics, 


Screening of candidates will begin in February 2001 and will continue 
until an appointment is made. Please send nominations and 
applications to: 
















Mary Patterson McPherson, Chair 
Presidential Search Committee 
The Gables 
23 Round Hill Road 
Northampton, MA 01063 


We are being assisted in this search by Shelly Weiss Storbeck of 
A.T. Kearney, Ine., Tel. 703-739-4613, Fax 703-518-1782 
E-mail shelly.storbeck @atkearney.com 





Applications: IFPRI offers a stimulating, collegial research environment with competitive 
salary and excellent benefits. Please send a detailed letter of interest summarizing the 
relevance of your experience to IFPRI's needs, curriculum vitae, and the names and contact 
information of at least three references to Email: IFPRI-HRINTL @egiar.org or Fax: (202) 
862-8187, or mail to: IFPRI, Human Resource Services, Ref# 01-105, 2033 K Street, 
N.W., Washington, DC 20006, USA. Position will remain open until March 31, 2001, 











IFPRI is an international and equal opportunity organization and believes that staff 
diversity contributes to excellence, IFPRI therefore encourages women and developing 
country nationals to apply. Please quote Refit 01-105 in all queries and correspondence. 







Smith College is an equal opportunity employer encouraging 
excellence through diversity. 







- The Competition Commission 
tz Reporting Members 
Deparanent of Dade sad ady Part time appointments 










etch, op - The Department of Trade and Industry is seeking to appoint up to 20 new members to the reporting panel 
kmc international ofthe Competition Commission. 
s Candidates may come from one of a number of backgrounds, including business, legal and academic, but 
search & selection familiarity with business affairs at a senior level would be an advantage. They will be able to demonstrate 
the following :- 
More information onthe » high analytical skills, particularly on economic matters, and a strong understanding of competition issues; 


Competition Commission — , i : ; : dari i ; i 
and its objectives is the ability to work to tight timetables in considering evidence and delivery reports; 


availableon > the highest standards of impartiality, integrity and objectivity. 
www.competition- The Competition Commission is a statutory body, independent of Government, which conducts inquiries 
commission.org.uk in response to references made to it under general competition and fair trading legislation or under Acts 
More information on the regulating particular sectors of the economy suchas the privatised industries. Competition Commission 
positions and an reports are delivered to deadlines and are published. 


application form are Each inquiry is entrusted to a group of three or more part-time members of the Commission from the 

___ available from reporting panel of about 30 and is usuaily chaired by the Chairman or one of the Deputy Chairmen. Each 

wwwikmeinternational.co.uk inquiry group is independent. Support is drawn from a pool of around 80 full time Commission staff, 
by e-mailing compcomm@ supplemented by outside experts as appropriate. 


EE Spree From 1 April 2001, members of the Commission will be paid at a rate of £250 per day for each day on which 


International PO Box 2950 Meetings or visits are attended. Necessary reading time will also be remunerated. 
London W1A 6HA, or by Appointments will be for four years, with automatic renewal for one further period of four years, at the 
telephoning 0870 990 9333. _ option of the person appointed. 

in all sit eae nore The Department of Trade and Industry is committed to the principle of public appointments based on merit 
felerence * with independent assessment, openness and transparency of process. The Department is also committed 
The closing date for to equal opportunities and would especially welcome applications, from women, members of ethnic 
final applications is minorities and disabled people with the appropriate skills/experience. Political activity will not be a criterion 

Friday 16 March. for appointment but candidates must fully support the objectives of the Competition Commission. 
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OFFICE OF FAIR TRADI 


* | PAY 
> Case Officer Economists CHICAGO S CSB 


London Starting salary up to £48k 


The Office of Pair Trading is an independent nen-ministerial government department headed 
by the Director General of Fair Trading. H pla key role in the enforcement af competition 
law, making sure that competition works well in markets for goods and services so as to make 
those markets more efficient and benefit consumers. The Competition Act 1998 has 
introduced a powerful new regime to investigate and take action against agreements that 
restrict competition and conduct which is an abuse of a dominant market position. 










The University of Chicago Graduate School of Business 


DEAN 


The successful candidate must be capable of providing 
leadership to all aspects of the School, including academic, 
administrative and development activities. Applicants 
should also have a strong academic background and a 
commitment to excellence in graduate business education 
and research. 
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Economists are required for posts in the Competition Policy Division, Posts are presently available 
in sectoral branches and in the policy branch. Further posts could arise in the coming months. 


Economists in sectoral branches undertake casework on agreements notified, and complaints 
made, to the Director General under the Competition Act 1998. The work will include making 
the initial assessment of cases, investigating the more significant cases and drafting decisions 
and guidance, Policy branch provides advice and support to the other branches, All posts 
require contact with companies and their professional advisers, 















The University of Chicago Graduate School of Business is 
consistently ranked among the world’s leading business 
schools by corporate executives, alumni, students and deans. 
Enrollment includes 2,500 M:B.A. students in the full-time 
program and three part-time programs. The School has an 
annual budget of $114 million and a full-time faculty of 108. 








You should have a professional background in economics, including a Masters Degree, 
excellent analytical and communication skills, and 3 years’ experience of applying economic 
analysis in the private or public sectors, The posts carry membership of the Government 
Economic Service. The posts require the development of expertise on competition law and 
policy; waining will be provided where necessary. Good team-working skills are essential. 
You should also have the potential to manage staff effectively. 
















The position will be available July 1, 2001. The Search 
Committee will begin reviewing applications immediately 
and will continue until a candidate has been identified. 


Initial contracts will be for 3 to 5 years, with a possibility of extension or permanent appointment. 
OFT is an equal opportunity employer. It is Government policy to provide equal opportunity 
for employment, career development and pramotion in the Civil Service to all who are 
eligible, on the basis of ability, qualifications. and fimess to work, Applications are welcome 
trom all qualified individuals regardless of race, ethnic or national origin, religion, gender, 
marital status, disability or sexual orientation, 





All correspondence should be directed to: 









Professor Milton Harris, Chair 
Dean's Search Committee 
The University of Chicago 

Graduate School of Business 

1101 East 58th Street 

Chicago, IL 60637 


For further information about the posts please ring Peter Bamford, Chief Economist (tel, no 
020 7211 8784). For an application form, contact Mrs Parminder Kaur Kondral, Office of Fair 
‘Trading, Room 307021, Fleetbank House, 2-6 Salisbury Square, London EO4Y SIX (tel, no 
020 7241 8785, fax no 020 7211 8345) or visit the OFT website wiww.oftgovak 

Closing date for application is 16 March 2001. 


THE OFT IS AN EQUAL OPPORTUNITY EMPLOYER 















The University of Chicago is an Affirmative Action/Equal 
Opportunity Employer. 


w Henderson 


al Investors 
an BENIN cerpary 


Henderson Global Investors is the investment management company of AMP whichis a leading international financial 
services group, AMP operates six businesses in the UK: Pearl, NPI, London Life, Henderson Global Investors, Cogent and also 
has a 50% stake in Virgin Direct. AMP employs 12,000 people in this country and has 4.5 million customers. Worldwide 
assets under management are over 4100 billion, To strengthen its position in Socially Responsible Investment and Corporate 
governance, Henderson Global Investors is now looking to appoint the following positions. 






Socially Responsible Investment - Senior Analyst 
S£AAE Based in London 


Henderson Global Investors seeks a Senior Analyst with extensive pan-European experience to join its Socially Responsible 
Investment research team. Appropriate candidates will have several years’ experience of social and environmental issues 
and of assessing their impact on companies across a wide range of market sectors. Advising fund managers as to the 
suitability of potential companies for inclusion in the company's SRI funds, the successful candidate: will -be expected to 
specialise and take responsibility for specific themes and sectors. 


Corporate Governance - Analyst 
SAAE Based in London 


Henderson Global Investors seeks to recruit a specialist in corporate social responsibility assessment. Working within the 
Corporate Governance team, the successful candidate will assume responsibility for the monitoring and investigation of a 
wide variety of stocks. With a minimum of three years’ exposure to relevant policy issues within major corporates or 
financial services, the ideal candidate would have prior experience of investment analysis. 





If you believe you have the ability and experience to be considered for these high profile positions, you should submit an up-to-date 
CV, together with your current remuneration, to our advising consultant, Sheldon Paule, at Cameron Kennedy, 125 High Holborn, 
London WCIV 6QA. Tel: 020 7430 0011 Fax: 020 7404 4333 e-mail hgi@cameronkennedy.com 


AH CVs sent directly to Henderson Global Investors will be forwarded to Cameron Kennedy. 





THE ECONOMIST FEBRUARY 24 7H 2001 n 





The International Food and Agribusiness Management Association, 
IAMA, is a Worldwide Educational Forum which brings industry 
leaders fram all segments of the global tood chain together with 
the teaching and research faculties of over 100 universities and 
government policy makers. Through an annual World Food and 
Agribusiness Farum, publications, and professional networks, 
JAMA fosters the discussion and examination of the critical ideas 
and technologies needed to create a highly productive and 
efficient food system that is responsive to the needs. of consumers 
across the globe. To substantially expand its contribution to those 
goals, IAMA is seeking to fill the position of Executive Director 
(chief administrative officer), with the responsibility for directing 
all program and administrative activities of AMA, 


Principal functions of the Executive Director include: 

* Engage the Board and membership in establishing and implementing. policy; 

« Active pursuit of membership growth and fund-raising to support LAMA programs; 
. Develop and produce the annual IAMA global educational forum, 
* 


Expand the global reach.of [AMA through active networking with related organizations and 
businesses. 


Requirements/ Qualifications: The Executive Director will bring significant experience (minimum 
of 10 years) at the senior executive level of Industry, academia, or government, providing 
established networks and knowledge of the global agribusiness and food industry. 


. Demonstrated excellence in leadership skills, knowledge, and experience working with 
business executives, university faculty, researchers, and government officials: 


Knowledge of the global food system and an appreciation for many different cultures; 
Ability to recruit new members and motivate current members in achieving AMA goals; 


Strong positive approach to expanding corporate membership and sponsorships through 
demonstrating the value of a global professional, membership based organization; 


Compensation Package: $100,000 to $135,000 USD comrnensurate with experience plus health 
and retirement benefits. The (AMA Business Office is located at Texas A&M University, College 
Station, Texas, U.S.A. The Executive Director may choose to locate at this office or to work from 
another location, subject to the approval of the Board. 


Contact and Application: Application deadline is March 3, 2001. interested individuals should 
send a letter of application (2 page) along with a résumé. The letter should state clearly the 
applicant's qualifications, and brief statement of philosophy or approach to the Executive 
Director's role of IAMA. The letter and résumé should be in MS Word or WordPerfect format and 
submitted electronically to the attention of Russell Garrett at iama@tamu.edu. 
ehttp/www.ifama org» 


The context 

* One of the busiest/most fashionable cities on the planet 
« Addresses recognised all over the world 

¢ One of the UK’s most progressive local authorities 


« Avital role at the heart of London 


The issues 

* Congestion charging 

* Building new bridge across the Thames 
Europe’s largest regeneration project in Paddington 
Balancing residents’ and visitors’ needs 


Largest parking operation in a UK City 
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Office of the 
High Representative 


MEDIA DEVELOPMENT OFFICER 


Sarajevo, Bosnia and Herzegovina 


THE CONTEXT 


This position offers a uniquely challenging opportunity for a professional with management 
experience in the field of journalism and broadcasting. The Office of the High Representative 
(OHR) was established in 1995 to coordinate the implementation of the civilian aspects of the 
General Framework Agreement for Peace in Bosnia and Herzegovina (BiH). It is the leading 
infernational institution in BiH moving the country along the process integration into the new 
Europe. The Media Development feam focuses its activities. on the establishment of public 
service broadcasting and independent media, as well as creating a legal. and regulatory 
framework that will promote journalistic freedoms and standards in accordance with best 
international practice. 


PURPOSE AND SCOPE OF POSITION 


The role of the Media Officer is to manage and provide support to ongoing media restructuring 
projects in Bosnia and Herzegovina and to identify ways of promoting the principte of public 
service broadcasting. His/her duties and responsibilities will involve working closely with the 
Head of Media Development to manage all ongoing projects pertaining to the restructuring of 
the public broadcasting system as well as providing support to the international supervisory 
teim conducting the restructuring of media in the country. The Media Officer will serve as 
Haison with partner organizations and international sponsors providing support to OHR media 
development goals. The incumbent will seek innovative ways to promote the principle of 
public service broadcasting and will produce written documents and reports as requested. 


PROFESSIONAL REQUIREMENTS / QUALIFICATIONS 

* Managerial experience in the fields of journalism and/or broadcast. media 

* Solid understanding of media regulatory practice and of journalistic ethics and conduct 
* Relevant professional degree 

+ Excellent oral and written English 

* Previous experience working in transitional countries highly desirable 


Any person with this overall professional profile who wishes to be considered forthe position 
should submit (in English) a CV and one page cover letter with references to: 


Director of Personnel 
Emerika Bluma 1, 71 000 Sarajevo, Bosnia and Herzegovina 
Fax: +4387 33 283771 E-mail: icatii 
Please quote Reference No. 401/01 
Closing date for applications: March 9, 2001 





PRICEWATERHOUSE(COPERS 


EXECUTIVE SEARCH & SELECTION 


The role 

e Strategy fortransport - to provide a strong environmental infrastructure 

* Council spokesperson on a range of London-wide transport issues 

* Management of Council assets in some of the world’s busiest streets 

* £60m capital programme and £120m revenue. 

* Management of change in a rapidly developing area 
Commercial management/maximising revenue generation 


For more information, download further details from our advising 
consultants’ website www.pwcglobal.com/executive/uk or call 
020 7804 2774, quoting reference 2729. Alternatively, call Mike 
Phillips on 020 7804 2700 or Hamish Davidson on 020 7804 3115. 
PricewaterhouseCoopers, Executive Search & Selection, Plumtree 
Court, London EC4A 4HT. Email: mike.j.phillips@uk.pweglobal.com 
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Début date de Mission: 20 Avril 2001 


Selection of International Consultants 
From The Recepient of a World Bank IDF Grant 


EXPRESSIONS OF INTEREST 
MADAGASCAR 


Strengthening and Implementing Abilities in Tax Administration 

























The malagasy government received a grant (institutional. development fund, 
IDF) from the International Development Association (DA) to strengthen 
lax administration and to elaborate, analyze. and implement the tax policy. 

The government will use part of the grant to finance international and local 
consultants to work on a diagnostic ‘in the following fields (with the IMF ard 
World Bank support and The Ministry of Budget et. du’ Développement dës 
Provinces Autonomes coordination); 


- organization and management.of the tax authority 
~ ability in analyzing and formulating tax policy 
- ability in local tax administration (decentralization context). 


The diagnostic will lead to a: 


+ Clarification of the institutions involved in the tax field, abilities, 
external environment. 

~ Assessment of human resources, 

~ Identification of fields for a deeper work in (ax or institutional policy. 

- Assessment of regional abilities to impose. taxes, 


The applicants in teams (2 persons) are invited to show their interest for the 
above service and to provide information on their qualifications. Fluency in 
French is required, 


A team will be selected according to the Guidelines: Selection and 
employment of consultants by the World Bank borrowers, January 1997, 


The malagasy government will later requite skills ‘such as economist and 
trainers. Applicants can already send CV and consult the STA website. 


For more information. visit the STA's website at bttp:/Ayvww.simicro.mg/sta or 
E-Mail: e.ctrsp@simicro.mg or sta@simicro.mg 


Interested applicants are requested to send. expressions, of interest before 24 
March 2001 to Mr Le Secrétaire Général, du Ministère du Budget et do 
Développement des Provinces Autonomes, Immeuble des Finances et du 
Budget, Antaninarenina — 4°™° étape, porte (418, 101 Antananarivo 
Madagascar, 








LONDON METAL EXCHANGE London 











© Opened in 1877, The London Metal Exchange (LME) is 


the world's premier base metals Exchange with business 
growing over tenfold in the last ten years It has recently 
de-mutualised. 


@ To avail of the opportunities and meet new challenges in 


the changing technological environment the LME has 
recently added screen trading to supplement its telephone 
and open outcry market. Further changes and innovations 


will be introduced as required to consolidate and enhance the 


LME’s dominant position in the global metals markets. 


è The Chief Executive will manage the day to day activities 
of the LME, identify and recommend key strategic issues to 


the Board and drive the programme of change. The new 
Chief Executive will be expected to build on the existing 


Please apply quoting reference 10733AA(E) with full career and salary details to: 


Julie Dennis, Whitehead Mann GKR, Queensherry House, 3 Old Burlington Street, 


London W1S 3AE. Tel: 020 7290 2172, Fax: 020 7534 0004 
Email: julie.dennis@wmann.com Web-site: www.wmann.com 
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Chief Executive 


THE LONDON METAL EXCHANGE 
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Falkland Islands Government 


Economic Adviser c£50,000 + 25% gratuity 


{two year contract) 






The Falkland Islands is an Overseas Territory of the United Kingdom, self- 
sufficient in all government services. other than defence. GNP is around £35 
million, with a population of 2600. Principal industries are the. offshore fishery, 
and wool, with future potential in tourism and in minerals exploration. The 
fishery nets govérnment around £25, million. pa, and offers scope for 
considerable development: Agriculture cams around £2.4m pa but is heavily 
subsidised, and is undergoing diversification: Economic development initiatives 
are promoted by a Falkland'Islands Development Corporation. 


The Economic Adviser reports directly to the government’s Chief Executive, as 
the senior economist, He or she. gives “macroeconomic” advice, but will be 
particularly involved-in assessing and guiding economic change in the principal 
industries. For this reason, we are keen to recruit a senior economist with 
successful experience ideally in fishery, or our other businesses, as well as 
having some public sector experience. Postgraduate qualifications would be 
advantageous. 







The post is for two years in the first instance. Benefits include a world class 
environment, relocation and education grants, flights home and favourable tax 
rates, and a 25% terminal gratuity. 






















Further details from Falklands Islands Government Office, 14 Broadway, 
London, Tel: 020 7222 2542, Fax: 020 7222 2375, email recruitment@ figo.u- 
netcom, To discuss the job, email or telephone the Chief Executive, Michael 
Blanch mblanch@sec.gov.fk, Tel: (500) 27110. 


Closing date for all these applications is Monday 12 March 2001. 
Interviews will be held in London after Easter. 


Exceptional Package 





aaciaee aione aA 


strengths of the LME and'add.to its high profile in the 
world markets. : 


@ An individual of international stature is sought with 
proven Board level capabilities which will have generated a 
high level of credibility within the financial and business 
communities. 

@ Strategically oriented and technologically attuned, the 
role also demands a: high level of communication skills and the 
ability to successfully deal with.an international membership 
and global client base. 

@ Additional qualities in the Chief Executive will include a 
sound financial and commercial background, a track record 
of innovation, the ability to manage change and also to 
develop new business opportunities. 


itehead Mann GKR 


The tail boom of the RAP 


For more Innovalue Product Informati 





Innovalue™ gives you 
added value through innovation. 
That's the Taiwan Advantage. 


Last year, Thunder Tiger of Taiwan surprised 
model builders with a fully operational jet engine. 
Now, to their delight, comes the RAPTOR, 
a high-performance remote-controlled helicopter. 
With its 10 millimeter main shaft and strong 42 inch frame, 
the RAPTOR is built to survive the worst Saturday morning aerobatics. 
Almost every part is fabricated by Thunder Tiger which 
accounts for its exceptional quality control and Innovalue price. 
But you'll also find Innovalue in other leisure gear: 
the high tech carbon fiber bicycles from GIANT and MERIDA, 
€ ryw h ere. and the power tennis rackets from PRO KENNEX. 
Innovalue will cover your product area, too. Why not reach us 


through fax or the Internet to learn more. 





signed for easy replacement. F ee 
2 4 TAIWAN. Your Source for 
ail: mitnews@cetra.org.tw 2 SM 


http://taiwaninnovalue.com 





A loan scheme to 
finance your future 


The London Business School 
~ HSBC Bank Loan Scheme: 


e Available in conjunction with 
any of our degree programmes. 


+ For students of any nationality 
from anywhere in the world. 


è Covers both tuition fees and 
living expenses. 


+ Offers competitive interest rates. 


e Repayable in instalments 
beginning six months after 
graduation. 


e No security or guarantor 
is required. 


Issued by London Business School. 
London Business School exists 

to advance learning and research 
in business. and management 


EC24/02/01 


In association with 


HSBC 





London Business School transforms more than just futures. Together with 
HSBC, we have transformed the traditional student loan scheme. This 
combination of like-minded and forward thinking organisations has created 
an innovative, flexible and competitive finance package. Providing funding 
for both tuition fees and living costs, it is available to London Business 
School students from anywhere inthe world. 


This partnership scheme is exclusive to students who have secured’a place 
on one of London Business School's degree programmes: 


Full-time. MBA is a world class international MBA for 
outstanding young professionals. 
email: mba:hsbc@london.edu 


Executive ‘MBA develops careers. of individuals whilst 
enriching their current management roles. 
email: emba.hsbc@tondon.edu 


EXECUTIVE 


SL O INN Stoan Masters in Management prepares successful 
mid-career executives and professionals for leadership. 
email: sloan.hsbc@london.edu : i 


Full-time Masters in Finance (10 months) is a specialist, 
career-oriented programme providing thorough training in 
the principles and practice of finance. a 
Part-time Masters in Finance is practical, rigorous and 
can be completed in 21 months of evening attendance. 
email: mifhsbc@london.edu 


So don't let concerns about cashflow stop you from studying at one of the best 
business schools in the world: Contact us for further information: 


London Business School y ; 
Regent Park London 
EE Business 
Fax: +44 (0)20 7724 7875 S ch O ol 

www.london.edu 
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Africa’s elusive dawn 


HO will mend Africa? That it is in trou- 

ble is hardly in doubt. Seven or eight of 
its countries are convulsed by insurgencies, 
half a dozen more are involved in the war in 
Congo, several others suffer recurrent ethnic 
clashes, and another pair, Ethiopia and Eri- 
trea, are licking their wounds after an old- 
fashioned, and very bloody, border war. Just 
as worrying, many of the countries that have 
escaped such fighting are floundering eco- 
nomically. Half of sub-Saharan Africa’s 600m 
people live on just 65 cents a day, and re- 
cently they have been getting poorer. Such 
facts prompted us last year to call Africa “the 
hopeless continent”, and in doing so bring 
down brickbats galore on our heads. But the nerves touched 
were not only ours. Thabo Mbeki, South Africa’s president, 
says Africa is marginalised. He is right. Africa’s parlous condi- 
tion is a dreadful condemnation of mankind’s collective ef- 
forts to end poverty and promote freedom. 

In an effort to rectify this, the presidents of the World 
Bank and the imr have been touring Africa this week and lis- 
tening to African leaders. In addition to some familiar com- 
plaints, they will have heard about the Millennium African 
Renaissance Programme, a plan being cooked up by Mr 
Mbeki and other African presidents to enlist one and all in a 
joint effort to enable Africa’s leaders to “take ownership and 
responsibility for the sustainable economic development of 
the continent”. The new and welcome part of this worthy en- 
deavour is that Mr Mbeki’s starting-point is “a critical exami- 
nation of Africa’s post-independence experience and accep- 
tance that things have to be done differently.” 

Such an examination, honestly carried out, would indeed 
be revealing. It would show that for many years the rich 
world has made it hard for Africa to earn an honest living 
through trade. The World Bank reckons that, if North Amer- 
ica, Europe and Japan were to eliminate all barriers to imports 
from sub-Saharan Africa, the region’s exports would rise by 
14%, an annual increase worth about $2.5 billion. Another cal- 
culation shows that developed countries’ farm subsidies 
amount to over $360 billion a year, some $30 billion more 
than Africa’s entire cpr. And while the prices of rich coun- 
tries’ exports have been rising, those of Africa’s primary pro- 
ducts have, on average, been falling (by 25% in 1997-99). 

Nor has the rich world always been at pains to promote 
good government in Africa. During the cold war, it was happy 
to fight its wars through African proxies, to prop up corrupt 
regimes and sell them weapons with which to suppress their 
subjects and swell their foreign debt. Partly as a result, that 
debt has been crushing for Africa: several countries have been 
spending more on service payments than on education and 
health. Meanwhile the aid that helped to assuage western 
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consciences has often been tied to western 
exports: Recently, as donors have grown 
weary, official aid has been dwindling-—from 
$32 per African in 1990 to $19 in 1998. 

To add to Africa’s tribulations, it has been 
ravaged by disease. Malaria has grown more 
deadly and resistant to drugs, and a new 
plague has arrived in the shape of Arps: South 
Africa, for instance, can expect 4m-6m of its 
43m people to die of aips by 2010, leaving 
some 2m orphans. Few Africans can even be- 
gin to afford the anti-retroviral treatments 
that can keep aips at bay in the West, and the 


in spending a fortune to develop anti-malaria » 


drugs that will be far too expensive for most of those who 


will want to buy them. 

The rich countries have already abandoned some of their 
bad habits. They no longer prop up villains. They have untied 
most of their aid and are increasingly fussy about how all of it 
is spent. They have recently offered debt relief to 22 of the 
world’s poorest countries, most of them African. Much more 
can be done, however, in terms not just of reducing trade pro- 
tection, but also of promoting the development and provision 
of drugs: rich countries might, for instance, promise to pay the 
costs of vaccinating Africans against malaria, in order to en- 
courage the pharmaceutical companies to develop a vaccine. 
And the rich should certainly be more generous with aid that 
is well spent, as some of it is. Indeed, all the evidence suggests 
that aid can significantly improve Africans’ lives if they are 
lucky enough to live in countries with good leadership, sound 
economic policies and a respect for the rule of law. 


The old patterns persist 


Alas, too few do. Africa has its successes, Botswana, Ghana, 
Mozambique, Senegal, Tanzania and Uganda being the coun- 
tries most often ‘cited. But far too many more, even among 
those at peace, are misruled. Nigeria, for instance, home to al- 
most one black African in five, has sacked only one senior of- 
ficial for corruption and jailed none, though nearly two years” 
have passed since the democratically elected Olusegun Oba- 
sanjo took office, supposedly ending years of venality. Mean- 
while, Nigeria is spending nearly $350m on a new football sta- 
dium, even as it reschedules its $23 billion foreign debt. 
Zambia, to take another example, one of the 22 countries 
recently given debt relief, has, it seems, mysteriously “lost” 
$6om in cobalt revenues—a reminder that debts can be accu- 
mulated through bungling and theft as well as through wor- 
thy spending on social services. Zambia’s GDP per person, it 
should be noted, was nearly twice South Korea’s in 1964. By 
1999, the Koreans were almost 27 times richer. Kenya, another 
hopeful country 30 years ago, has also been plundered by its 
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big pharmaceutical companies see little point 














rulers. Even Tanzania, one of Africa’s better governed coun- 
tries, has astonishingly little to show for the $1 billion in aid 
that was given each year during the 1990s for its 32m people. 
Zimbabwe provides an even sadder story, that of a country 
being rapidly impoverished by an ageing autocrat interested 
only in hanging on to power and driving whites off the land. 

A few years ago, the shining exception to the general 
gloom was South Africa, a country that had suffered more 
than most but was nonetheless providing a lesson in hope 
and reconciliation. As our survey in this issue argues, South 
Africa deserves full credit for some of its policies, including its 
macroeconomic ones, But not everything is going right. The 
government is ready to increase spending on defence by al- 
most as much as on health. Spellbound by Mr Mbeki’s 
strange ideas, it is only just starting to allow simple, cheap 


In search of an Iraqi policy 


Last week’s bombing of radar sites near Baghdad continued a ten-year 
policy that has by now run its course. It should be replaced 


$ THE faces in Washington have changed, so the world, in 
the shape of the un’s Security Council, has concluded 
that its policy towards Iraq needs, after ten painful years, to 
be rethought. George Bush’s new team had already made it 
clear, with a careful growl or two, that its own rethinking 
would not be to the Iraqi government's liking. But the Ameri- 
can and British bombing of radar sites near Baghdad on Feb- 
ruary 16th seems less a muscular expression of this growl than 
a hangover from the stale routine of sanctions-and-bomb. 
Perhaps it is the beginning of something new, bigger and bet- 
ter. But there is no sign, as yet, of what that might be. 

The rationale for the bombing is that Iraq had acquired 
new anti-aircraft equipment that would threaten the Ameri- 
can and British pilots who patrol the no-fly zone over south- 
ern Iraq. Fair enough: the pilots are owed their safety. The 
larger question is whether this self-appointed patrol still 
benefits the people it was meant to benefit. The northern 
“safe haven” does indeed protect the Kurds from the Iraqi re- 
gime’s worst designs. But Mr Hussein’s toughies can easily 
bully the unfortunate southerners without recourse to the 
fixed-wing aircraft that the patrols are there to shoot down. 

Moreover, Iraq’s Arab neighbours, who were originally re- 
assured by a patrol that kept Iraqi aircraft out of their air 
space, no longer feel their need. Kuwait apart, they do not 
these days believe themselves threatened by Mr Hussein— 
though they are embarrassed both by him and by the West's 
way of dealing with him. 

The bombing has highlighted, yet again, the split in the Se- 
curity Council that has Russia, China and France on one side, 
America and Britain on the other. Even so, as the council 
creeps its way towards a new Iraqi policy, a consensus of sorts 
seems to have been emerging. Although this is still immensely 
vague, it does accept, in a general sense, that sanctions should 
be redirected in a way that prevents, or at least deters, Mr 
Hussein from acquiring lethal weapons, while releasing the 
Iraqi population from embargo-inflicted suffocation. 

An irreproachable aim, but how to get there? Playing 
around with the current system is unlikely to work. By now 
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treatment to reduce the transmission of aips: from mother to 
child. It appears hostile to independent investigations of cor- 
ruption. Above all, the mood of reconciliation is waning, Crit- 
icism and dissent tend to be dismissed as racially inspired. In- 
stead of de-racialising, the government is re-racialising. 

Mr Mbeki’s efforts to lead an African renaissance deserve 
the support of outsiders. But sceptics are unlikely to change 
their minds until they see evidence that African leaders no 
longer regard the state as their private property but are really 
committed to honest government, free elections, a tolerance 
of dissent and the unfettered rule of law. There can be no 
doubt that ordinary Africans hunger after such blessings: 
from Côte d'Ivoire to Zimbabwe, they take the chance to call 
for them whenever they can. But most ordinary Africans are 
ill-served by their leaders. That is Africa’s continuing tragedy. 








most observers believe that getting weapons inspectors back 
into the country, after their two years’ exile, is a lost cause. On 
the humanitarian side, the British proposal of “smart sanc- 
tions” offers an aspirin where surgery is called for. Iraq can al- 
ready sell as much oil as it wants, receiving about 70% of the 
revenue in the shape of food and other supplies. This ar- 
rangement allows people to get just about enough calories. 
But most Iraqis, the new booming elite apart, are still barely 
above survival level. To recover from its 1 years under the 
sanctions battering-ram—which has crushed the country’s 
industrial and agricultural infrastructure, its water system, 
education and the middle classes—Iraq needs the freedom, 
and overseas investment, of a huge reconstruction effort. 
Could this freedom and investment be combined with a 
rigorous new system for preventing arms getting into Iraq? A 
fresh approach might be to bargain toughly with Mr Hussein: 
in return for lifting sanctions, inspectors would be posted at 
all points of entry. He would be warned that cheating would 
bring retribution, as would attempts to produce weapons of 
mass destruction. It would not be a perfect solution, and he 
might well reject it. But it would be better than the unguarded 
situation that prevails at present, when any old weapons sys- 
tem can be spirited in, so long as the Iraqis can find someone 
to sell it to them, paid for from the proceeds of smuggled oil. 


Sup, with a long spoon 

Bargaining with Mr Hussein is a prospect that sticks in the 
craw. The overthrow of his vile regime has been the constant 
sub-text since the first days of sanctions, with their limited of- 
ficial aim. Few would argue that the sooner the man is un- 
seated the better. So far, nobody has found a way of doing so, 
though judging from certain early signals, Mr Bush may de- 
cide to have a go. The danger is that this desire to get rid of Mr 
Hussein, plus the knowledge that he is bound to turn any 
new arrangement into a “victory” (but should a mature na- 
tion care?), will take precedence over finding the most secure, 
and most humane, way out of a dangerous blind alley. 
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Beijing's bid _ 
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China has changed, but not enough to get the Olympic games saa 


66" HIS year is not the first time in history that a certain 

political and even authoritarian atmosphere has been 
allowed to permeate the scene at the Olympic games.” No, 
not a report about Beijing’s suitability for the 2008 games, but 
The Economist at the time of the notorious Berlin Olympics 
in 1936. The 17 Olympic committee delegates. in Beijing this 
week are supposed merely to report back on the city’s “tech- 
nical ability” to hold the games. But the concern abroad about 
Beijing’s bid—it is the favourite ahead of Paris, Toronto, Istan- 
bul and Osaka—is China’s authoritarian cast. 

Is the regime’s habitual thuggishness compatible with 
Olympic ideals of tolerance and friendly competition? It has 
set its face against democratic freedom. Almost daily its police 
crack the skulls of followers of the Falun Gong, a spiritual 
group, in Tiananmen Square (the proposed pitch for the 
beach-volleyball competition). The “eyesore” of migrant 
workers has been abolished simply by carting them off. And 
though Beijing’s Communist leaders insist that politics must 
not be allowed to sully the Olympics, their bid is nothing if 
not political. If it succeeds, it will, they hope, bring huge po- 
litical blessings. The games will let them show China’s 
authoritarian philosophy, as well as. its sporting prowess, at 
its finest and help the country on its way towards their dream 
of Great Powerdom. 

All of this, though true, does not, however, make Beijing 
2008 quite the same as Berlin 1936, nor even Moscow in 1980. 
That was when an oppressive Soviet Union was indulging in 
military adventurism in Afghanistan. By contrast China’s 
leaders were, at just about the same time, beginning to loosen 
their grip. The result since has been an extraordinary increase 
in prosperity—and, as a by-product, in freedoms. The great 
majority of Chinese today live, love and travel how they 
wish, so long as they do not openly confront the state. 

The bid for the Olympics has widespread support in 
China, where nationalist zeal exceeds Communist zeal and 


The same old song 


The record industry is reluctant to do a deal with Napster because its 
chief concern is protecting its business model, not preventing piracy 


TRIP away the legal arguments, and you might conclude 
that the Napster case, which concerns the swapping of free 
music files by millions of Internet users, goes something like 
this. On one side are the record companies, defending artists’ 
rights, as they should; on the other is Napster, an outlaw that 
has made a mockery of those rights by giving away software 
that makes music piracy easy. Napster must be stopped, or 
the record companies’ revenues will shrink, artists will see 
their rightful incomes cut, and new talent will be stifled. 
Not so fast. This is certainly how the record industry, in 
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even some liberals think the games would promote political 
reform, particularly since many of the old guard are due to 
step down next year, at least from their official posts. They ~ 
point to the 1988 Seoul Olympics, which, they say, sped South 
Korea’s transition to democracy. So would a Beijing Olympiad 
do the same for China? 

Well, the games might bring some benefits, at least to the 
wheezing residents of Beijing: efforts might be made to clean 
up the city’s horribly polluted air. But to claim, as China has, 
that these will be the “green Olympics” is as laughable as the 
spray~painting this week of the grass along the visiting dele- 
gation’s route to make it look green. Already, the bid has been 
a fig-leaf for the wholesale destruction of old Beijing for the 
profit of corrupt city officials and of Hong Kong developers. 
Ordinary Chinese are forced to resettle and threatened with ` 
up to four years in jail if they protest. 


Reform first, games later 


Therein lies the true character of China’s rulers, which is why 
political reform would be unlikely to advance as a result of 
the games. It has, indeed, been frozen since the Tiananmen 
massacre of 1989, and the leadership shows no signs of being 
ready to tolerate a thaw. Even this week, while Beijing was ad- 
vertising its friendly charms in the international press, the po- 
lice were rounding up more dissidents. At the same time a re- 
port appeared documenting the locking up of dissidents in 
prisons disguised as mental hospitals. Worryingly, too, the 
government's top religious official said that the Falun Gong 
would not be allowed to use Hong Kong as a base. Since Hong 
Kong is the only place in China where the Falun Gong is a le- 
gal organisation, the warming was also a threat to the auton- 
omy promised to the territory. 

The world has no cause to honour a government that gov- 
erns in this way witha sporting event intended to promote 
human dignity. Beijing’s bid should be rejected. 


the form of the Recording Industry Association of America, is 
painting it. But the Napster case is not just, or even mainly, 
about piracy. It is about business models. The industry wants 
to stick to its old one—selling expensive compact discs—and 
to protect it, But Napster’s success shows that there is a lot of. 
appetite for a new model. The old model is legal, but the new ` 
one is not, since the industry refuses to endorse it. 

Artists’ interests deserve legal protection, within limits; 
business models do not. Even the judge in the Napster case, 
who has declared that the firm “knowingly encourages and 





19 











mee 


assists” piracy, has implied that the industry’s refusal to em- 
brace a new model is the root:of the problem. “There’s. no 
such thing as a free lunch,” she said, “but sometimes lunch is 
more expensive than it should be.” She has appointed a me- 
diator to encourage Napster and its foes to settle out of court. 
Meanwhile, Napster has outlined how it proposes to charge 
subscriptions and pay royalties to the record companies (see 
page 68). A deal with Napster and its 64m users would be an 
unprecedented opportunity for the music industry to migrate 
millions of people across to a legal service. Instead, the indus- 
try is doggedly trying to shut Napster down. 

This sort of thing has happened before. Phonographs-were 
going to kill sheet music, the rise of radio threatened to un- 
dermine sales of phonograph discs, video recorders were go- 
ing to wipe out the film industry, and cassette recorders spelt 
doom for the music business. In each case, the market-riggers 
demanded new laws, and often got them. In each case, their 
fears proved unfounded. The new technologies expanded the 
market in unexpected ways. Thanks to the radio, sales of 
sheet music gave way to far more valuable sales of vinyl re- 
cords. Cinema attendances have surged despite video record- 
ers. CD Sales are at record highs—cassette recorders, minidiscs, 
cD-writers and Mp3 notwithstanding. 

It is easy to imagine that a subscription-based “universal 
jukebox”, which Napster is now trying to establish, could also 
boost overall music sales. The preferences of individual users 
would be easier to discern, which would promote new forms 
of marketing; and it seems that people often use Napster to 
sample music before buying it on cp. Yet once again the reac- 
tion of the industry has been to demand tighter controls. 





There are other reasons to question last week’s ruling 
against Napster. The Consumer Electronics Association, — 
which represents American hardware manufacturers, argues 
that it may infringe consumers’ rights to “fair use” of copy- 
righted material. Lawrence Lessig of Stanford University, a cy- > 
berspace-law guru, suggests that it violates principles laid 
down by. the Supreme Court in a previous debate about on- 
line pornography, in which the judges concluded that it was 
too early to make hard and fast rules about the Internet. 
Meanwhile, the rules are being tightened in Europe, where the 
European Parliament has endorsed a copyright directive that, 
like America’s existing Digital Millennium Copyright Act, 
would. give rights-holders more protection: and. consumers 
less choice. The rise of digital music technologies, which make 
copying easy, is given as justification. 


Power to the pirates 


It is a mistake to tighten copyright controls because of record 
companies’ worries about Napster. The existing law is more 
than adequate—it is, after all, about to shut Napster down, 
unless a deal can be struck. And the lesson of history is that 
calls for tighter controls always accompany the rise of new 
ways of doing business—innovations that usually, in the end, 
expand the market. The record industry, which grew by a 
mere 3% last year, should be looking for new ways to grow, 
and should embrace Napster’s new model. Instead, by at- 
tempting to shore up its fossilised business practices under 
the dubious banner of artists’ rights, it is deliberately stifling 
innovation, and delaying the advent of a legal version of the 
“universal jukebox” that consumers so clearly desire. 
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Britain’s constitutional and judicial reforms, while welcome, have been 


half-baked. Much more needs to be done 


E HOLDS the second-oldest public office in Britain after 

the queen. He presides as chairman of the Appellate 
Committee of the House of Lords, the highest court in the 
land, and can serve as a judge in almost any court. He sits as 
the speaker of the House of Lords, the upper chamber of Par- 
liament. As if that were not enough, he is also one of the most 
senior ministers in the British cabinet, who chooses all the 
country’s.judges and all the Queen’s Counsels, the legal pro- 
fession’s much-coveted badge of eminence. Oh, and one 
other thing: he wants your money. 

The disclosure this week that Lord Irvine, the Lord Chan- 
cellor, sent a letter to lawyers soliciting donations to the La- 
bour Party at a fund-raising dinner has caused outrage in the 
legal profession. Many lawyers profess to feeling a bit, ahem, 
intimidated. Lord Chancellors wield so much power that, for 
the sake of appearances, most have pretended to be above 
party politics. Predictably, various Conservatives called for 

_ Lord Irvine’s resignation. The government will shrug this off 

` easily. What Lord Irvine did was pathetically tasteless, but not 
illegal. Instead, the Tories should be demanding the abolition 
of his office. If they were to do so, they might well win the 
support of many of Labour's own reformers. 

Ironically, the latest blunder by the ham-fisted Lord Ir- 
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vine—he of the £650,000 ($940,000) flat redecoration—has 
served a useful purpose by highlighting an increasingly un- 
tenable constitutional anachronism. Even by the idiosyn- 
cratic standards of British democracy, the office of Lord 
Chancellor, a senior member of all three branches of gov- 
ernment—legislative, judicial and executive—looks odd. No 
other established democracy has such a figure. 

True, Britain has traditionally spurned the doctrine of the 
separation of powers, which other democracies have em- 
braced as the best arrangement for producing stable and 
responsible government. But Britain’s love affair with “par- 
liamentary sovereignty” has faded recently, and this Labour 
government’s constitutional reforms have introduced checks 
and balances into British governance which have turned the 
oddity of the Lord Chancellorship into an embarrassment. 
For the very man who has managed constitutional change for . 
the government to refuse adamantly to consider any changes 
to his own office, as Lord Irvine has done, is absurd. 

The most pressing issue is the selection of judges, espe- 
cially those to the House of Lords, which is on the way to be- 
coming Britain’s supreme court. The Human Rights Act, 
which came into effect last October, has given Britain a bill of 
rights for the first time. As a result, the nation’s judges will 
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have to decide highly contentious cases. Many of these will 


appear, as they do in.other countries, to be “political”. Such 
cases will also, probably quite soon, bring senior judges into 
conflict with the government. If judges are to have any credi- 
bility in this new role, it is imperative that their selection be 
made more independently and transparently than the cur- 
rent “secret soundings” pursued by the Lord Chancellor. 


Finish the job 
An independent judicial appointments commission, fa- 


voured by many reformers and some senior judges, would be - 


a step in the right direction. Labour supported the idea in op- 
position, but once in office Lord Irvine brushed it aside. Hear- 
gues that such a move would “politicise” the selection of 
judges. It might a bit, but this would be no bad thing. 

The belief that British judges have never allowed their bi- 
ases to influence their rulings has always been a fantasy. Most 
have been culturally and politically conservative white males, 
and their rulings have often shown it. A still wider scrutiny 
would be better, involving testimony before a joint committee 






of both houses of Parliament. There is no reason to believe 
that this would descend into the nasty rows sometimes seen 
in America’s Congress. Most other democracies manage, with 
dignity, to balance the need for an open nomination process | 
and the selection of judges on merit. a 
But the changes must not stop there. With their increased 
powers, Britain’s top judges should be removed from the 
House of Lords, and this change should not wait for the gov- 
ernment to decide what next to do about the upper chamber. 
If the current Law Lords are truly to become Britain's supreme 
court, as they should, they cannot also act as legislators. 
Speaking in the legislature is tantamount to prejudging a case. 
And what does that leave for the Lord Chancellor to do? 
Not much. Part-time, political judges are not in great demand. 
He could become a minister for justice, but the home secre- 
tary does most of that job already. He could confine himself 
to being the speaker of the House of Lords, but that is a post 
devoid of interest or power. Frankly, if the Lord Chancellor 
did not exist, no one today would want to invent him. Britain 
owes a vote of thanks to Lord Irvine for pointing that out. 


The fugitive president 


We wish Bill Clinton a quiet retirement, without any tiresome 


opportunities to again be the “comeback kid” 


MAGINE his astonishment. Bill Clinton had served his 

country for eight long years, selflessly occupying a rather 
old piece of state property. In that cause, and to ensure that 
no inferior being could finagle his way into the nation’s high- 
est office, he used that property in the most efficient way, 
raising donations from people fortunate enough to come for 
coffee or to use its bedrooms. Whenever he was faced with an 
onslaught from prosecutors, political opponents, scorned 
women or journalists bent on denying the American people 
their rightful choice as leader, he used all the gifts given him 
< by God and the Yale law faculty to ensure his survival. A 
commandment or two might have been broken on the way, 
but it really depends on what you mean by “broken”. And 
now, after all that, he is being vilified by people who previ- 
ously paid him to call them his friends. More counselling 
from Jesse Jackson will be needed—and fully deserved. 

His crime? That, in his final days in office, he applied his 
acute legal mind to the question of whether Marc Rich, a phi- 
lanthropist and friend of world peace, should be pardoned 
for having evaded millions of dollars of American taxes. 
Among others, Mr Rich’s ex-wife—such a forgiving person, an 
example to many other spouses—had lobbied on his behalf. 
Denise Rich had also given money and chattels to good 
causes such as the Democratic Party, the Clinton Presidential 
Library and the new Clinton home, but cannot all intelligent 
people keep such different matters in different mental com- 
partments? Some also say that he flouted the usual procedure 
with pardons, by not consulting the Justice Department fully 
in advance. Do they not know, these critics, many of them 
former supporters, of Mr Clinton’s famed intellectual dexter- 
ity? As he put it himself, in an article in the New York Times, 
he had really been quite restrained: “Indeed, other friends 
and financial supporters sought pardons in cases which, after 
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careful consideration...1 determined I could not grant.” 

But you have to feel sorry for them, those former sup- + 
porters. Imagine their astonishment. In speeches, in television 
interviews, in newspaper columns, even in private, they had 
defended this man for eight years. Some papers, such as The 
Economist, had, after initially supporting him, decided early 
on that Mr Clinton was too dishonest an individual to be 
trusted with the presidency, however clever he might be. But 
such views were only for muddle-heads. Mr Clinton was a 
much-maligned person, being hounded by people who were 
politically or financially biased, or for private matters that 
had no bearing on his role as leader of the free world. So he 
committed perjury before a federal investigation? A mere 
technicality, and after all a lie told about the very private mat- 
ter of an affair with a junior member of his staff. 


Always the boy from Hope 


Now, those former supporters are also in need of therapy, for 
they have suffered greatly. They are seeking this comfort 
chiefly through the op-ed pages, in which they have queued 
up to say how the pardon for Mr Rich has entirely changed 
their view of Mr Clinton. They have been betrayed. 

Their pain is not, alas, over. For, along with his long record 
of legal and moral tightrope-walking, Bill Clinton is known 
for one other thing. You can never count him out. Politically 
brilliant, he thrives on the limelight, on being a big beast in 
the political jungle. Who else would have dreamt of moving 
his presidential office to Harlem when challenged about its 
extravagance? Even now, as he fumes at his friends’ refusal to 
return his calls or pay his speaking fees, he will be planning a 
comeback. Here is some advice for his supporters: don’t let 
him back—-though, God knows, we're sure you will. 
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TURKEY’S FUTURE 


On the brink again 


ISTANBUL 


Only three months after its last financial crisis, Turkey is in the grip of 
another. The real danger is to political reform—and to Turkey’s hopes of 


joining the European Union 


O SEE how Turkey’s national mood has 

swung from elation to despair over the 
past year, look no further than the Istanbul 
stockmarket. Throughout 1999 and early 
2000 the main market index rose by a dizzy- 
ing 650%, buoyed by hopes that Turkey 
would finally get a stable government that 
would get the country’s chronic inflation, big 
budget deficits and sky-high interest rates 
under control. The dream seemed to be com- 
ing true: an unlikely but durable three-party 
coalition took office, drew up a disinflation 
programme with the mr, became a candi- 
date to join the European Union and set 
aboutall manner of reforms with zeal. 

But since last spring the outlook has 
turned much gloomier. In May, the govern- 
ment coalition came to blows over the selec- 
tion of a new president. In November, a 
banking crisis brought the country to the 
verge of financial collapse before the ImF 
rode to the rescue with a $7.5 billion loan. A 
series of diplomatic rows soured relations 
with the £u. Then, on February 19th, the 
prime minister stormed out of a meeting 
with the president and declared a political 
feud. The markets, naturally enough, took 
the news badly: within two days, the Istan- 
bul index had fallen by 63% from its peak, 
having plunged by 18% on that day alone. 
The twitchy traders, like Turks in general, 
fear that in-fighting will distract or even top- 
ple the government, and hence bring Tur- 
key’s much-needed economic and political 
overhaul to an untimely end. 


Kriz? What kriz? 

The irony is that the latest kriz, or crisis, has 
little substance. Ahmet Necdet Sezer, the 
president, apparently chided Bulent Ecevit, 
the prime minister, for his half-hearted pur- 
suit of corrupt politicians. Mr Ecevit doubt- 
less fears that too ardent an investigation 
into several suspect ministers will prompt 
the collapse of his already awkward co- 
alition. But he seems to have taken more um- 
brage at Mr Sezer’s bad manners—the presi- 
dent is said to have thrown a copy of the 
constitution at the bristling prime minister— 
than at the substance of his comments. Mr 
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Ecevit seemed genuinely surprised that this 
spat has sent the markets tumbling, and held 
a press conference to say that he would not 
allow his differences with the president to 
interfere with the disinflation programme. 

Unfortunately, the programme’s fate is 
out of Mr Ecevit’s hands. Jittery investors 
(many of them foreigners) pulled $5 billion 
out of Turkey on February 19th alone. If they 
keep at it, the central bank’s foreign reserves 
of around $20 billion will soon run out, and it 
will be forced to devalue the Turkish lira. 
Since the government’s chief method of 
taming inflation is to devalue the lira gradu- 
ally along a predetermined path, any unex- 
pected devaluation would probably cause it 
tojump once more. 

In the absence of a devaluation, nervous 
traders have already sent interest rates soar- 
ing: at a government auction on February 
20th, Turkish treasury bills with a one- 
month maturity sold at an average annual- 
ised yield of 144%. Overnight rates for banks 
run to thousands of percentage points. The 
higher cost of financing its debt will hit the 
government's deficit targets, another critical 
component of the disinflation programme. 

The last time Turkey reached such a pass, 
in November, a timely dollop of cash from 
the ımr bailed the government out. Turkish 
officials can point to the fact that, for all the 
upheaval, the programme has been working 
well. Inflation has fallen from almost 100% a 
year to the mid-3os. Debt-servicing aside, the 
government is running a healthy and grow- 
ing budget surplus. If anything, the disinfla- 
tion programme has been a victim of its own 
success: inflation and interest rates fell so 
sharply last year that the economy boomed. 

It was only when optimistic Turks 
started snapping up imports that investors 
began to doubt that foreign capital inflows 
would be sufficient to fund both spendthrift 
consumers and the perennially penurious 
government. The cost of borrowing began to 
creep up again, a big bank that had bet on 
cheaper money failed, foreign capital took 
flight and Turkey found itself in a vicious cir- 
cle of wobbling banks and spiralling interest 
rates. As a condition of its life-saving loan, 





Horror story 
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the ımr insisted that the government clean 
up the banks and speed up privatisation to 
lure back foreign investment. 

It is the government’s slow progress on 
both these fronts since November, rather 
than the tiff between Messrs Ecevit and 
Sezer, that has given investors pause once 
more. A row in parliament delayed proce- 
dural changes that would have speeded the 
passage of critical legislation. The sale of a 
33.5% stake in Turk Telecom, the state-owned 
fixed-line monopoly, has not drawn a single 
foreign bid. A 51% stake in Turkish Airlines, a 
state-owned airline, looks likely to fizzle too. 
Meanwhile, the rot in Turkey’s banks seems 
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Sezer threw the book at Ecevit 


to have been much worse than was realised. 
One financier was caught on a security cam- 
era leaving the vaults of his bank with a 
cash-stuffed suitcase. Sorting out a mess like 
that is likely to take several years. 

The government is pressing ahead with 
reform: a long-awaited law on liberalising 
Turkey’s energy markets finally cleared par- 
liament this week. But that measure on its 
own will not restore confidence in the gov- 
ernment’s resolve. The events of the past few 
days show the markets so jumpy that the 
smallest bumpcan send them intoa tailspin. 
Both the mF and private investors might re- 
gard one financial upheaval as unfortunate; 
two look like downright carelessness. 

For all the financial disruption, the worst 
fallout from a collapse of the disinflation 
programme would be political, not econ- 
omic. Turkey, after all, has muddled along 
with double-digit inflation, big budget defi- 
cits and see-sawing markets for the better 
part of the past 20 years. Turkey’s banks may 
suffer, but since the banks lend all their 
money to the government rather than busi- 
nesses, the private sector may not feel the 
pinch so severely. High inflation may stifle 
Turkey’s economy, but it will not kill it. 

Nonetheless, the programme’s collapse 
might kill off hopes of changing of Turkish 
society more profoundly. Turks view the dis- 
inflation programme as part and parcel of a 
hoped-for transition from an introverted, 
statist and authoritarian past to a liberal, 
democratic and cosmopolitan future. In- 
deed, the programme was expected to suc- 
ceed precisely because it coincided with the 
defeat of Turkey’s Kurdish insurgency, a re- 
treat of the armed forces from politics, an at- 
tack on corruption, an advance in the pro- 
tection of human rights, a reduction in 
tension with Turkey’s neighbours and, 
above all, a redoubled effort to get Turkey 
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into the European Union. 

On all those fronts, as on the economic 
one, things have looked a little ropey lately. 
The quiet that has reigned in Turkey’s south- 
east since the defeat of the Kurdish guerrillas 
in 1999 has been shattered by the assassina- 
tion of a local police chief and the disappear- 
ance of two Kurdish politicians during a visit 
to the military police. The generals (who 
mounted their most recent coup in 1980, and 
forced a change of civilian governments just 
four years ago) have lately renewed their 
public criticism of politicians, on everything 
from foreign relations to corruption. The 
perception that Turkey’s dismal record on 
human rights was improving has suffered 
from new scandals, including the brutal re- 
pression of prison riots in December, and the 
revival of charges against Virtue, the biggest 
party that dares to air mildly Islamist views. 

The biggest setbacks have been dip- 
lomatic. The Turkish armed forces undid 
much of the recent improvement in rela- 
tions with Greece when an argument oc- 
curred over airspace in the midst of NATO ex- 
ercises last year. Another dispute, about the 
extent of Turkey’s role in the Eu’s planned 
new defence force, rumbles on despite Bill 
Clinton’s personal intervention. In place of 
the constructive dialogue that led to Turkey’s 
acceptance as a candidate for EU member- 
ship in December 1999, a lot of senior Turk- 
shave reverted to their standard sullen de- 
nunciations of European bias against 
Turkey. The government has delayed the 
publication of its blueprint for bringing 
Turkish law into line with that of the £u. And 
so the list goes on. 

A collapse of the disinflation pro- 
gramme could exacerbate all these pro- 
blems. For a start, back-tracking on the econ- 
omy would threaten the present govern- 
ment coalition. Its unlikely mixture of 


economic liberals and left- and right-wing 
nationalists agree on little apart from their 
desire to set the economy to rights. If there 
were new elections, the right-wing national- 
ists would profit most. There is certainly a 
risk that Turkey will retreat into the sort of 
snarling isolationism and economic dol- 
drums that accompanied the last twin col- 
lapse of a government and an imr-reform 
package in 1996. That brought Turkey to the 
brink of hyperinflation and war with 
Greece. 

But such a cataclysmic prospect could 
also encourage the present government to 
keep the disinflation programme afloat. 
Likewise, most of the recent setbacks to Tur- 
key’s reform programme can be read in two 
ways. The government agenda has certainly 
hit enormous obstacles, both political and 
economic. Worrying as that is, it at least 
shows how revolutionary the reforms are, 
and how far they have been taken. 


Looking on the bright side 


The role of the armed forces serves as a good 
example. Recently, in a typical heavy- 
handed intervention into the political realm, 
they forced the closure of a website where 
anonymous surfers criticised army life and 
lampooned senior officers. To outsiders, that 
sounds like a setback for freedom of speech. 
But for many Turks it is remarkable and en- 
couraging that the website ever existed in the 
first place, that the press publicised it, and 
that some commentators even dared to prot- 
est against its eventual demise. By the same 
token, the top brass’s recent outbursts 
against the politicians have been met by un- 
precedented criticism from columnists, 
ministers and even—albeit in a veiled fash- 
ion—from Mr Ecevit himself. Just as Turkey’s 
banks are learning the hard way to wean 
themselves off their constant diet of govern- 
ment debt, so Turkey’s generals are making 
the discomfiting discovery that their writ no 
longer runs as far as it once did. 

The disagreements with the £u also have 
a positive side. Turkey is complaining that 
the Eu does not take it seriously as a candi- 
date, and is always trying to slip in extra con- 
ditions for membership. As Karen Fogg, the 
EU’s ambassador in Turkey, points out, it was 
inevitable that Turks would lose some of 
their rosy but nebulous feelings about join- 
ing the Eu as soon as they learned the precise 
and often painful preconditions for mem- 
bership. But now that the £u has published 
those requirements in a document called an 
accession partnership, both sides can hold 
one another to an agreed set of principles 
and even a rough timetable. Reforms that 
seemed unthinkable even a couple of years 
ago, such as lifting the ban on teaching and 
broadcasting in Kurdish, are now the stuff of 
parliamentary subcommittees and newspa- 
per editorials. In other words, the process of 
accession has taken on a bureaucratic mo- 
mentum of its own. 
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You can reach our new trade-fair 
entrance via the cable below. 
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TURKEY’S FUTURE 





NICOSIA 


S IF it did not have enough to do on the 
home front, Turkey also has to work 
out what todo about Cyprus: or, more spe- 
cifically, about the Turkish-Cypriot mi- 
nority who, since the Turkish army in- 
vaded in 1974, have lived separately from 
the island’s Greek majority in what they 
call the “Turkish Republic of North Cy- 
prus” (TRNC). The question has become the 
main block to Turkey’s hopes of joining the 
European Union in the near future. 

In 1998, the EU began membership ne- 
gotiations with the internationally recog- 
nised (ie, the Greek-run) part of Cyprus. 
The Eu, it seems, believed this prospect 
would entice the Greek-Cypriot govern- 
ment and the Turkish-Cypriots into a deal 
that would reunite the island. A year later, 
the Eu’s formal recognition of Turkey’s 
own candidacy for membership was 
meant to give unity an extra push. Not so. 

Last December, Rauf Denktash, the 
combative ex-barrister who has led the 
Turkish-Cypriots for nearly three decades, 
pulled out of the latest, year-long round of 
“proximity talks”. And he'll stay out, he 
says, until his TRNC is recognised as an “in- 
dependent political entity” with a status 
equal to that of the Greek-Cypriot part of 





The Cyprus conundrum 


the island. 

Mr Denktash also refuses any role in 
talks with the £u: membership ahead of a 
settlement in the island, he argues, would 
enable tens of thousands of Greek-Cypri- 
ots to go back north and reclaim the prop- 
erty from which they fled or were ejected 
after Turkey’s invasion. 

Bulent Ecevit, Turkey’s prime minister, 
is the very man who ordered that invasion. 
He agrees with Mr Denktash that the only 
way ahead in Cyprus is a confederation of 
two equal and independent states, with 
Turkish troops (some 30,000) remaining on 
the island to protect the Turkish-Cypriots, 
who are outnumbered four to one. 

With Greece threatening to block all ru 
expansion if Cyprus does not get in, the EU 
is in a squeeze. It would be a “nightmare”, 
says a a senior Eu official, “if the Greek- 
Cypriots get in on their own.” Turkey does 
not believe the £u countries would risk 
alienating a vital narto ally that way. Yet 
suppose they did? 

In Cyprus, says Mr Denktash, his com- 
munity “would have no alternative but 
integration with Turkey”. Not all Turkish- 
Cypriots would welcome that. Half of 
them were not even alive in 1974. And, ac- 


cording to one Turkish-Cypriot survey, 
only 8% want integration with Turkey, 
against 32% who favour a loose confedera- 
tion with the Greek-Cypriots, 23% who 
want full independence and 5% who 
dream of the old, undivided island.On one 
thing nearly 90% agree: they want to join 
the Eu. 

You can see why. Since 1974, the once- 
prosperous Turkish-Cypriots have grown 
steadily poorer while Greek-Cypriots have 
grown richer. Official figures put GDP per 
person in the Turkish bit of the island at 
one-fifth of the $17,000 in the Greeks’ 
southern chunk. Many Turkish-Cypriots 
have left for a better life in Britain, one-time 
ruler of the island. In their place mainland 
Turks have flooded in, mostly poor, uned- 
ucated people from Turkey’s southern 
provinces. Vargin Varer, the outspoken 
president of the North Cyprus young busi- 
nessmen’s association, says that by now 
there may well be more mainland Turks in 
Cyprus than Turkish islanders. 

Like many in business, Mr Varer be- 
lieves the future lies with the Eu, not Tur- 
key. “The Eu”, he says, “is our obvious 
market.” And, in rising numbers, Turkish- 
Cypriots (and Turks) are starting to say that 
exclusion from that club is too high a price 
to pay for preserving the status quo in what 
Turkey’s influential generals openly term a 
“strategic Turkish outpost”. 








Even the row between Messrs Ecevit and 
Sezer can be interpreted in a happier light. 
Mr Sezer, a former judge, seems to take his 
constitutional duties reassuringly seriously. 
Since his election last May, he has overruled 
several of Mr Ecevit’s decrees, including one 
that would have authorised his government 


to sack hundreds of civil servants deemed to 
be over-pious (ie, with Islamist political 
leanings) or over-sympathetic to the coun- 
try’s 12m or so Kurds. It was Mr Ecevit’s ob- 
jection toa special presidential investigation 
into graft in the country’s ailing state banks 
that apparently prompted Mr Sezer to throw 
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the book at him, quite literally. 

The president's insistence that expedi- 
ency cannot override the rule of law marks a 
dramatic change from the corrupt, clubbish 
and irresponsible tone of Turkish politics 
since the restoration of democracy in 1982. 
Pollsters report that his near-obsession with 
probity has made him more popular with 
Turks than the armed forces are—a first for a 
politician. No wonder that readers of Turk- 
ish newspapers, far from writing in to con- 
demn the president’s caprice, have inun- 
dated the letters-pages with statements of 
warm support. 

Indeed, the Turkish press reveals a sur- 
prising sang froid in the face of Turkey’s cur- 
rent straits. One commentator speaks of a 
difficult birth, complete with blood, pain 
and fainting doctors, that might yet result in 
ahealthy child. Another observer likens Tur- 
key to a spotty and sulky adolescent going 
through normal rebellions on the path to 
adulthood. All the images, whether of 
bumpy roads, stormy seas, or even a violent 
stomach pump, hold out the promise of 
eventual redemption. Few seem to doubt 
that Turkey will one day become a more eco- 
nomically stable, democratic, open place. 
The questions that remain are how long it 
will take, and how many more crises there 
will be along the way. 

a 
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Turkish delight 


A row between Turkey’s 
prime minister, Bulent Ecevit, 
and its president, Anmed 
Necdet Sezer, over a corrup- 
tion probe led to turmoil in 
the stockmarket and to a deci- 
sion to let Turkey’s currency 
float. It was expected to drop 
by 30-40%. 


A prosecutor in Frankfurt said 
he wanted to investigate alle- 
gations that Joschka Fischer, 
Germany’s foreign minister, 
had lied in court last month 
about his revolutionary past. 


President Vladimir Putin 
scrapped a draft land code 
and told Russia’s government 
to write a new one that would 
give regions the right to decide 
whether the agricultural-land 
market should be deregulated. 


Britain banned livestock, meat 
and dairy exports after an 
outbreak of foot-and- 
mouth disease. 
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by ethnic-Albanian national- 
ists, blew up the bus they 
were travelling in. Albanian 
Kosovo guerrillas also killed 
three Serb policemen in a part 
of Serbia close to Kosovo’s 
eastern border. 


A Turkish boat carrying more 
than 900 Iraqi Kurds thought 
to be illegal immigrants 
ran aground on the south 
coast of France. 


lraq gets clobbered 


The former Gulf war coalition 
fell apart after American and 
British aircraft bombed five 
radar sites near Iraq’s capital, 
Baghdad. Only Kuwait and 
Canada supported the air 
strikes. Iraq’s foreign minister 
prepared to talk to Kofi An- 
nan, the un secretary-general 
about sanctions, but his gov- 
ernment had already de- 
nounced as “poison” British 
and American ideas for refin- 
ing the system. 


Ehud Barak, Israel’s outgo- 
ing prime minister, decided 
not to be Ariel Sharon’s de- 
fence minister. In trouble with 
his own party, he angrily 
agreed that he would, after all, 
fulfil the promise he made 
after being soundly defeated 
by Mr Sharon to resign as its 
leader. Haggling over a na- 
tional-unity coalition contin- 
ued without him. 





The head of the Basque re- 
gional parliament, Juan Jose 
Ibarretxe, a moderate Basque 
nationalist, called an early 
election. Jose Maria Aznar, 
Spain’s conservative prime 
minister, hopes the result will 
be a coalition government, of 
which, for the first time, the 
nationalists will not be part. 


The pope distributed birettas 
to 44 new cardinals. 


At least eight Serbs visiting 
family graves in Kosovo were 
killed when a bomb, pre- 
sumed to have been planted 











Yemenis voted in their first 
local election, a rare event in 
the Gulf. They also approved 
the extension of their presi- 
dent’s, and parliament's, terms 
of office in a referendum. 





POLITICS THIS WEEK |... 


The ever more authoritarian 
government of Zimbabwe 
told two foreign reporters, in- 
cluding the BBc’s correspon- 
dent, that they had to leave 
the country. Robert Mugabe 
said he would retire as presi- 
dent when his old opponents 
had been “thoroughly beaten”. 


Rwanda and Uganda, which 
have armies in Congo sup- 
porting the rebels, announced 
that they would pull back 
some troops. The United Na- 
tions children’s agency took 
charge of 163 Congolese child 
soldiers it found training in a 
camp in Uganda. 


Hussein Turabi, once a 
powerful power-broker in Su- 
dan, was arrested by the 
country’s security forces. 


Right turn 


Australia’s centre-right gov- 
ernment, which faces a federal 
election this year, saw its sup- 
porters battered in a Queens- 
land state election, as voters 
switched to Pauline Hanson’s 
One Nation anti-immigration 


party. 


India again extended a unilat- 
eral ceasefire in Kashmir, 
first granted in November, de- 
spite a disappointing response 
from Muslim separatists. 


A helicopter crashed in 
Myanmar, killing Lieut-Gen- 
eral Tin Oo, a prominent 
member of the country’s rul- 
ing military junta. 


The International Olympic 
Committee visited China for 
a four-day inspection of the 
capital, Beijing, which is bid- 
ding to host the games in 
2008. As part of the routine 
clean-up operation preceding 
visits by roc delegations, beg- 
gars were cleared from the 
streets and browning grass 
was painted green. 


At least 1m refugees escaping 
from fighting and drought in 
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Afghanistan are flow facing 
famine, according to the Un- 


ited Nations. 





Japanese anger grew over the 
sinking of a Japanese ship 
by an American subma- 
rine. It was revealed that the 
submarine’s sonar operator 
had admitted that his work 
had been hindered by the ci- 
vilians that had been on 
board the vessel. 





Cell-phone riots 
auger’ 











Two days of riots by 28,000 
prisoners in 29 jails across 
Brazil’s Sao Paulo state left 20 
people dead. The riots had 
been co-ordinated by prison 
gangs using mobile phones. 





Uruguay’s government got 
the green light for its reforms 
of the bloated state sector: the 
left-wing opposition failed to 
muster enough public support 
to call a referendum over a 
new law to bring private oper- 
ators in to the country’s ports 
and railways. 


The Fst arrested one of its 
own senior counter-intelli- 
gence officers, Robert Hanssen, 
on charges of spying for Rus- 
sia. The security breach, de- 
scribed as “exceptionally 
grave” could be punishable 
with the death penalty. 


Bill Clinton’s record for 
spontaneous clemency came 
under attack again—this time 
for his pardon of two felons 
who paid his brother-in-law 
$400,000 to help their case. 
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Steel band 


Three leading European steel 
makers joined forces to create 
the world’s largest steel pro- 
ducer. France’s Usinor will 
acquire Luxembourgs Arbed 
and Spain’s Aceralia for 
shares worth around €3.4 bil- 
lion ($3.1 billion). Europe's 
competition authorities are 
likely to cast a keen eye over 
the deal. The firm will tempo- 
rarily be called NewCo, pend- 
ing the next fad in corporate 
identity. ` 


Volkswagen, Europe’s big- 
gest car maker, announced 
that profits for 2000 had dou- 
bled to DM4 billion ($1.9 bil- 
lion). Sales in the United States 
were particularly buoyant as a 
result of a strong dollar. Eu- 
rope’s number-two car maker, 
Peugeot Citroén, announced 
that profits for the year had 
soared by 80% to €13 billion 
($1.2 billion) as it increased 
sales in a contracting Euro- 
pean market. 


South Korean prosecutors 
charged 34 former Daewoo 
managers and auditors. over 
an accounting fraud allegedly 
masterminded by a former 
chairman, Kim Woo Choong. 
The scam covered up the car 
firm’s losses to obtain bank 
loans worth 10 trillion won 
($8.5 billion) as Daewoo tee- 
tered on the brink of bank- 
ruptcy in 1997 and 1998. Mr 
Kim has since disappeared. 


Food chain 


Coca-Cola and Procter & 
Gamble, an American con- 
sumer-goods giant, an- 
nounced a drink-and-snack 
joint venture that will com- 


















bine 40 of the companies’ 
brands in a venture with reve- 
nues estimated at $4 billion a 
year. paG will gain access to 
Coke’s distribution network 
and the soft-drink giant will 
be able to take advantage of 
P&G's apparently unrivalled 
snack-research capabilities. 


Coke and AOL Time War- 
ner have done a promotional 
deal worth around $150m on 
the media group’s forthcoming 
film, “Harry Potter and the 
Sorcerer’s Stone”. Unusually, 
Master Potter, denounced for 
promoting satanism by some 
American religious funda- 
mentalists, will not be seen 
quaffing the beverage in the 
movie but images from the 
film will be used to market 
Coke. 














The Dallas Cowboys, an 
American football team, beat 
Manchester United, a British 
football team, to top a league 
of sports-brand value, accord- 
ing to FutureBrand, a consul- 
tancy. Ferrari’s Formula One 
motor-racing team was the 
highest-placed puck- or ball- 
free venture at 15th and Fla- 
mengo, a Brazilian football 
team, the top side outside 
North America and Europe. 
Sporting success plus mer- 
chandising were given as the 
key to brand value. 


Unilever, an Anglo-Dutch 
consumer-goods giant, sold its 
American bakery division to 
George Weston, a Canadian 
food group, for $1.8 billion. 
Unilever acquired that divi- 
sion through last year’s $21 bil- 
lion purchase of Bestfoods. 
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BUSINESS THIS WEEK 





A report commissioned by 
Nike said that workers in its 
Indonesian factories have only 
limited access to medical care, 
face sexual harassment and 
are forced to work overtime 
(though the country’s laws 
make it voluntary). The com- 
pany said- it would seek inde- 
pendent verification of the 
charges. 


Allied Domecq, a British 
drink firm, looked close to los- 
ing recently acquired rights to 
distribute Stolichnaya, Russia’s 
leading vodka brand. Russia’s 
government was preparing to 
nationalise “Stoli”, the world’s 
favourite vodka, as part of an 
effort to gain control of the 
country’s drink business, an 
important source of revenue. 


Record profits 


Napster, a free service for 
downloading music from the 
Internet, attempted to win 
over the record companies 
that are pursuing it through 
the courts for violating copy- 
right by announcing details of 
a subscription service. The 
major record companies 
would share $150m a year for 
five years; $50m would be 
shared among smaller firms. 
Consumers would have to pay 
up to $10 a month, perhaps 
jeopardising Napster’s wide- 
spread appeal. 


Fears surfaced that Italy’s anti- 
trust authorities might block 
Vodafone's €124 billion ($11.0 
billion) sale of Infostrada, a 
telecoms:and Internet group, 
to Enel, a part-state-owned 
electricity company. Shares in 
the British mobile operator fell 
to a two-year low; it ceded its 
position as.Britain’s most 
valuable company to Bp. 


Two German. Lander chal- 
lenged the federal govern- 
ment’s ownership of the 
airwaves. They asked Ger- 
many’s federal. Constitutional 
Court to rule‘on whether they 
are entitled to part of the 
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DMioo billion ($46.6 billion) 
raised from the auction of 
third-generation licences. 


Lucent Technologies, a tele- 
coms-equipment maker, was 
reported to be ready to sell its 
fibre-optics division. America’s 
Corning, the world’s leading 
fibre-optics company, or Alca- 
tel, a French telecoms-equip- 
ment concern, are likely to be 
interested in the business, 
which may fetch $7 billion. 


Foreign investors, including 
News Corp and Goldman 
Sachs, were said to have 
taken stakes in China Net- 
com, a state-owned cable- 
telecommunications. company. 
News Corp has long har- 
boured ambitions to broadcast 
in China:and may hope to 
bypass rules governing foreign 
ownership of cable broadcast- 
ers by delivering content 
through a telecoms provider. 


Economic fortunes 











America’s economy is 
struggling. In January, con- 
sumer prices rose 0.6%, bring- 
ing inflation to 3.7%. Producer 
prices rose 1.1% in the month, 
the biggest leap since Septem- 
ber 1990. The University of 
Michigan’s consumer-confi- 
dence index saw another large 
fall in February. 


Europe’s economies ap- 
peared to be holding up even 
as America’s slipped. Euro- 
zone industrial output for De- 
cember rose a hefty 8% on a 
year earlier, despite America’s 
slowing demand for Europe’s 
exports, as domestic demand 
burgeoned. Germany's iro in- 
dex of business confidence 
rose in December for the first 
time in eight months. 
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Australia’s populist bites back 


SYDNEY 


Pauline Hanson’s comeback reveals the power of the discontented 


OST Australians thought they had 

heard the last of Pauline Hanson, the 
gritty-voiced political populist who sprang 
to prominence two years ago when her 
party, One Nation, started capturing seats. 
She opposed Asian immigration, attacked 
welfare for aborigines, demanded an end to 
foreign aid and called for a fair go for “ordin- 
ary Australians”, Then it all came apart. Mrs 
Hanson fell out with her party’s inner circle, 
and lost her own seat in the federal Parlia- 
ment at the 1998 election. Australia’s chatter- 
ing classes, and its main political parties, 
breathed a collective sigh of relief. How 
wrong they were. At two state elections this 
month, Mrs Hanson stunned everyone by 
reappearing, fielding candidates and caus- 
ing havoc with the results. She has ignited 
Australia’s political landscape once again, 
and cast a pall over the future of John How- 
ard, the prime minister, who himself must 
face the voters later this year. 

At a state election in Western Australia 
on February 1oth, the opposition Labor Party 
defied predictions and unseated the conser- 
vative coalition government of the Liberal 
and National parties. There was a swing of 
almost 8% against the conservative parties. 
Labor won with the help of second votes 
from One Nation candidates under Austra- 
lia’s preferential voting system; in some rural 
seats, One Nation captured almost one-fifth 
of the vote. A week later in Queensland, that 
state’s Labor Party swept back to power in a 
landslide. One Nation won only three seats 
compared with 11 at the previous election; 
but it took votes from the conservative par- 
ties. Labor is likely to hold 66 of the 89 seats in 
the Queensland parliament, leaving the Na- 
tional Party with 12 and the Liberals with just 
three. 

Mrs Hanson, basking in media attention, 
crowed that the results showed “people are 
fed up with Johnny Howard”. The prime 
minister, who leads the federal Liberal Party, 
retorted defensively that the results had 
more to do with state issues than national 
ones. But it is hard not to see both state polls 
as reflecting widespread volatility working 
against the coalition, with Mrs Hanson act- 
ing as a catalyst for discontented people on 
outback farms, and in poor country towns 
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and fringe suburbs, who feel they have been 
left behind by the country’s economic boom 
and by its cultural and social transforma- 
tions centred in the big cities. 

It so happens that the political upheav- 
als come as Australians are marking the cen- 
tenary of the country’s formation, when its 
six former British colonies created a federa- 
tion in January 1901. Mr Howard visualised 
coasting to victory for a third term in the fed- 
eral election due by November, buoyed 
partly by a sense of national unity after a 
year of celebrations over Australia’s achieve- 
ments. But the vision is turning into a politi- 
cal nightmare. If the latest national mood is 
any guide, Australians seem to be more frac- 
tured than ever over the questions that drew 
them together 100 years ago: their economic 
well-being and their place in the world. 

Mr Howard has himself partly to blame 
for this. Over the past 20 years, Australia’s 
two main political groupings, Labor and Lib- 
eral-National, have embarked on a biparti- 
san process of change. On the economic 
front, it involved abolishing protectionism 
and exposing Australia to the competition of 
a global economy. Culturally, it saw the no- 
torious “white Australia” policy replaced by 
multiculturalism, and a bid to right past 
wrongs to Australia’s indigenous people. 

When Mrs Hanson first hit the headlines 
five years ago with her maiden speech to 
Parliament, in which she complained that 
Australia was being “swamped by Asians”, 
she hit a nerve with those Australians who 
felt uncomfortable with the pace of change. 
She also voiced a brand of xenophobia and 
racial intolerance that existed at the time of 
federation, when Australia saw itself as a 
white British country in the Pacific coveted 
by Asian hordes. 

Donald Horne, author of “The Lucky 
Country”, believes the divisions that Mrs 
Hanson has unleashed reflect a sense of loss 
among some Australians over a once guar- 
anteed share of the national wealth, and a 
return to bits of the old faith: white Australia 
and the British connection. “If you judge it 
by its immediate effects,” says Mr Horne, 
“Pauline Hanson’s speech in 1996 may have 
been the most effective maiden speech ever 
made in the Australian parliament.” 





Hanson’s best kriee ee 


Mr Howard’s initial response to Mrs 
Hanson then was silence. Partly he hoped 
her star would quickly fizzle out. But she also 
echoed his own intolerance of political cor- 
rectness and his empathy with the anxieties 
of the “typical Aussie battler” who sees the 
old social fabric changing. In their own ways, 
both she and he see the country divided into 
what Mr Horne describes as two main 
classes: mainstream Australia and minority 
interests. On social issues, Mr Howard’s gov- 
ernment has moved further right,embracing 
a brand of what looks like “soft Hansonism”’. 
It has cut back immigration and abandoned 
Mr Howard’s former pledge to achieve “true 
reconciliation” with Australia’s aborigines 
by the centenary of federation. 

Yet Mr Howard’s flirting with Mrs Han- 
son’s ideas as a means of accommodating 
the politically disenchanted seems to have 
backfired. At a federation ceremony on Jan- 
uary 1st in Centennial Park, Sydney, the 
mainly urban audience booed the prime 
minister in protest at his refusal to offer a na- 
tional apology to aborigines. The celebra- 
tions that he hoped to make a centrepiece of 
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his prime ministership have not captured a 
popular wave of enthusiasm. Mr Howard’s 
critics say this is because there is little new to 
celebrate, as there would have been if Aus- 
tralia had begun its second century as a re- 
public. The prime minister successfully 
campaigned in 1999 against a referendum 
that aimed to end the anomaly that Austra- 
lia’s head of state is a monarch who lives in 
Britain. Thomas Keneally, an author and for- 
mer chairman of the Australian Republican 
Movement, says, “A republic would have 


given federation a modern focus it doesn’t 


have. Instead, it’s like attending a birthday 
party in a vacuum.” 

Where does the government go from 
here? Two opinion polls this month gave the 
Labor Party, headed by Kim Beazley, enough 
support to win a federal election in a land- 
slide. As the Australian, a national newspa- 
per, said this week, Mr Howard will need a 
miracle to survive the next election. In rural 
Australia, Mrs Hanson is having a field day 
exploiting discontent with the government's 


market policies, which have hurt farmers 
and small business people. These include 
encouraging inter-state competition, which 
has wiped out many dairy farmers, and 
plans to sell the government’s remaining 
share of Telstra, the country’s biggest tele- 
coms company, besides anew consumption 
tax and heavier fuel taxes. 

Mrs Hanson means business. She wants 
to get back into the federal parliament. Her 
great threat to the Howard government is to 
split the conservative vote three ways. Al- 
ready she has spooked the National Party, 
the junior partner in the coalition, whose 
members are talkingof doingdeals with One 
Nation on swapping preference votes to save 
their political skins. 

If Mr Howard buckles and allows Liberal 
Party members to do similar deals, there 
would be a flight of moderate Liberal voters 
to Labor in disgust. Miracles have come Mr 
Howard’s way before in his 27-year political 
career; but the omens have rarely looked as 
forbidding as they do in this centenary year. 
= 








Japan 


Being kind to Mr Mori 


A weak opposition helps to keep the prime minister in power 


JAPANESE novelist, Ryu Murakami, 

talking to foreign journalists this week, 
sought to explain why the deeply unpopular 
prime minister, Yoshiro Mori, has survived 
for so long. He is like a drunken Japanese fa- 
ther who has fallen asleep, said Mr Mura- 
kami. When he wakes up he tells his family 
he is doing his best, then falls asleep again. 
He is ignorant and insensitive, but not vi- 
cious. So the Japanese “family has no choice 
but to accept him, with a wry smile, mixed 
with disgust.” 

For those less familiar with the workings 
of the larger Japanese family, Mr Mori’s lon- 
gevity does seem odd. An opinion poll this 
week by the Asahi newspaper suggested 
just 9% of voters support Mr Mori’s cabinet. 
` In the post-war years only the corrupt No- 
boru Takeshita, who was felled by scandalin 
1989, ended up more unpopular. 

Along with Mr Murakami’s novelish 
view, there is the matter of politics. The main 
opposition leader, Yukio Hatoyama, has had 
many opportunities to boot out Mr Moriand 
his party, the Liberal Democrats (LoP). Yet no 
matter how many scandals, gaffes and blun- 
ders Mr Mori tosses its way, the opposition 
makes no progress. Indeed the fortunes of 
Mr Hatoyama’s own party, the Democrats, 
are at least as miserable as the Lpp’s. 

One reason is the bouffanted Mr Ha- 
toyama himself. He comes from a famous 
political family. His grandfather was Japan’s 
first prime minister after the second world 
"war. His father served in the upper house. Yet 
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the Hatoyama political stock is in decline. 
Few people see him as suitable for the top 
job. There is talk that, were there a snap gen- 
eral election, he might even lose his seat. 

Mr Hatoyama has other personal fail- 
ings. Grandfather and father were pillars of 
the Lpp-dominated conservative political 
establishment. Hatoyama junior himself 
began his political career with the xp, quit- 
ting the party in 1993 when it fell from power. 
Although now in opposition, he is associ- 
ated with Japan’s ruling elite, the same elite 
that has mismanaged the economy, failed to 
clean up the banks and amassed public debt 
of ¥660 trillion ($5.7 trillion). Innational poli- 
tics, Mr Hatoyama vows never to join hands 
with the Lop. As he admits, however, his 
party jumps into bed with the enemy in lo- 
cal elections. Understandably, voters see the 





Democrats as part of Japan’s problem, not 
the way out. Many are turning their backs on 
mainstream politics altogether. 

The Democrats’ policy platform looks 
wobbly. They have strong ideas about . 
shrinking the budget deficit. On other burn- 
ing issues, such as telecoms deregulation and 
cleaning up the banks, they are vague. This is 
not surprising. The party contains a broad 
array of political forces, from free-market 
liberals to die-hard socialists. Mr Hatoyama 
recently threw his weight behind revision of 
Japan’s war-renouncing constitution, only 
to be shouted down by the small, but noisy, 
group of pacifists that bedevils the party’s 
foreign-policy plans. 

With no shared ideology, the Democrats 
seem incapable of offering voters an uplift- 
ing alternative to conservative, bureaucrat- 
led rule in Japan, be it a variant of European 
socialism, American liberalism or even the 
much-sought third way. “Maybe wecandoa 
mixture of Thatcherism and Blairism,” Mr 
Hatoyama offers limply. In truth, the party 
only really agrees on the ill effects of the pp’s 
close relations with the construction indus- 
try.So the Democrats push for slashing pub- 
lic works, resulting in bankruptcies among 
construction firms.and millions more out of 
work; hardly the way to win votes. 

Rejuvenation for the Democrats could 
come in several guises. One is a change at the 
top. It is not impossible for Mr Hatoyama to 
be replaced by his predecessor, the more 
charismatic Naoto Kan, who fell from grace 
in1999 following revelations of an extramar- 
ital affair. Mr Kan’s political roots in the citi- 
zens’ movements of the 1970s would enable 
him to tap into the growing anti-establish- 
ment mood among voters. 

More intriguing is the suggestion that the 
LDP might soon split, triggering a wider po- 
litical realignment that would eventually of- 
fer voters a genuine choice. A catalyst might 
be Mr Mori himself. His refusal to resign is 
putting obvious strains on his coalition gov- 
ernment. The Lor’s policy chief, Shizuka Ka- 
mei, a close supporter of Mr Mori, has a par- 
ticular reason for wanting him not to quit: 
the Tokyo prosecutors’ special-investiga- 
tions department has a fat fileon Mr Kamei. 
The clearest fault line in the top runs be- 
tween the Mori-Kamei camp and that of Ry- 
utaro Hashimoto, a former prime minister, 
which is becoming more and more agitated 
about Mr Mori’s unpopularity as the sum- 
mer’s upper-house elections draw nearer. 

There are other ways in which Japanese 
politics could be reshaped. Some politicians 
call for a grand coalition. Others want parties 
to divide along generational lines, with 
younger politicians from the Democrats and 
the Lpr uniting under some sort of “progres- 
sive” banner. But voters who have waited 
since 1993 for politicians to make up their 
minds, are losing patience. It can happen in 
the closest of families. 
anne i 
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UST as some rare good news emerges 

from Afghanistan, where the Taliban 

rule by strict religious decree, they are 
condemned again. They were already un- 
popular for harbouring the world’s most- 
wanted terrorist, Osama bin Laden, who 
may have masterminded bomb attacks on 
American targets, and for their abysmal 
treatment of women and non-Muslims. 
This week an American group, Human 
Rights Watch, accused the Taliban of mas- 
sacring 300 men during a battle for control 
of a town in January. Even the sliver of 
good news, that the opium harvest is likely 
to be cut to zero this year, has been de- 
scribed by some outsiders as a sneaky trick 
to push up export prices. 

Afghanistan last year produced 3,200 
tons of opium, three-quarters of the 
world’s supply. Transformed into heroin, it 
is exported by smugglers, mostly to Eu- 
rope. Exports of the stuff, along with the 
smuggling-out of refugees, have long been 
the only profitable industry in the country. 
But after years of lobbying by the United 
Nations and the imposition of sanctions, 
farmers have been banned from growing 
the poppy flower. The Taliban issued a 
fatwa in July forbidding the crop as un- 
godly, with a warning to young Afghans 
against addiction to opium. 





Afghanistan’s opium fiends 


Although itis easily the most profitable 
crop for desperately poor and indebted 
farmers, and though the Taliban raise reve- 
nue by taxing the trade, that edict has been 
strictly enforced. Sandro Tuchi of the un 
Drug Control Programme said this week 
that a survey of Helmand and Nangarhar, 
two fertile districts which produced 86% of 
Afghanistan’s opium last year, revealed 
just 25 hectares (about 60 acres) of poppy 
bushes and “no systematic poppy cultiva- 
tion”. Farmers have opted for wheat in- 
stead; just as well, given that the country is 
in its worst drought for 30 years, a threat to 
areas holding 8m-12m people. 

But opium prices have shot up, says Mr 
Tuchi. A kilo boughtat the place of produc- 
tion last July would cost $35-40. This year it 
fetches $200-350, depending where you 
buy it. Higher prices for heroin in Europe 
are likely to follow, even if the Taliban sell 
opium from their stockpiles in the far 
north and south of the country. That is 
possible only for a few months, because 
opium soon dries and becomes too hard 
for simple conversion into heroin. Such 
high prices could quickly tempt farmers 
and the Taliban to return to their old ways 
and reap handsome profits. 

If they stick to last year’s fatwa, the 
change should be welcomed with “cau- 
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Now try wheat 


tious optimism”, suggests the un. But the 
many other bones of contention between 
the outside world and the Taliban mean 
thatinternational recognition of the Islam- 
ists as Afghanistan’s government is still a 
long way off. This month the Taliban’s in- 
formal “embassy to the un”, in a scruffy 
quarter of New York, was ordered to be 
closed by the American authorities. In re- 
taliation, the un was told to shut its politi- 
cal office in Kabul, the Afghan capital. No 
peace pipes yet. 








Thailand 


Forget the past 


BANGKOK 


AVING grown bored with his lucrative 

telecoms empire, Thaksin Shinawatra 
set to work this week running his latest ac- 
quisition, Thailand. The new prime minister 
convened his first cabinet meeting on Febru- 
ary 19th, showing the same combination of 
boardroom efficiency and suspect alliances 
that gained so much attention 
during his election campaign. He 
unveiled, to the awe of local jour- 
nalists, an upgraded conference 
room that includes online laptop 
computers for each minister. 
Cabinet meetings will be stream- 
lined, Mr Thaksin promised, and 
brought into the digital era. But 
while his new conference table 
spoke of modern government, the 
faces arrayed around it suggested 
an all too familiar approach. 

Even Mr Thaksin found it dif- 
ficult to defend the new team. He 
will not be held accountable, he 
said, for his ministers’ past mis- 
deeds, but will concentrate only 
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Thaksin finds politics more fun than telecoms 


on their performance from now on. Given 
some of his choices, however, it is indeed the 
future that critics are worried about. Two 
groups of new ministers have drawn most of 
the attention. One group represents power- 
ful business interests. Adisai Potharamik, 
who like Mr Thaksin is a wealthy telecoms 
executive, has been given the commerce 
ministry. The new deputy communications 
minister, Pracha Maleenont, is a media ty- 
coon with a lucrative television concession. 
Since Mr Thaksin, too, has important stakes 
in both sectors, and will soon face big deci- 
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sions on liberalisation and regulation, these 
choices raised some eyebrows. 

Mr Thaksin is accused of choosing a sec- 
ond groupof ministers largely for their blind 
loyalty, at the expense of competence. The 
new finance minister, Somkid Jatusripitak, is 
an academic and consultant with a back- 
ground in marketing but little in finance. 
Both he and the new interior minister, Pura- 
chai Piumsombun, helped found Mr Thak- 
sin’s Thais Love Thais party two years ago. 

Mr Thaksin has shown signs of a severe 
autocratic bent, and as a businessman had 
little patience for bureaucracy or 
dissent. His opponents say that 
his reliance on yes-men, com- 
bined with the business interests 
in his government, have con- 
firmed their suspicions. The Na- 
tion, one of Thailand’s most inde- 
pendent-minded newspapers, 
gave the new team ac-plus. 

Still, Chuan Leekpai’s Demo- 
crats were keen on consensus and 
cleanliness, and Thai voters have 
just booted them out of office. 
They opted for Mr Thaksin largely 
because he promised to get things 
done, especially in four impor- 
tant areas. A national asset-man- 
agement company to buy up bad 
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loans from the banks is intended to get credit 
flowing again. The other three promises were 
aimed at ordinary Thai voters:a moratorium 
on farmers’ debt repayments; a scheme to 
provide cheap health care; and an offer of 1m 
baht ($23,400) in development funds for 
each village. Mr Thaksin’s rural supporters 
do not care who he does deals with, so long 
as he delivers. 

Mr Thaksin has also pledged, however, 
to maintain the budget deficit at 105 billion 
baht a year. And he is now trying to scrape 
together a “stimulus fund” to deal with a 
slowing economy. In January, Thailand ran 
its first monthly trade deficit since 1997. 

This week, despite the budget squeeze, 
Mr Thaksin set out to show that he intends to 
keep his promises. His government an- 
nounced that it will suspend repayment of 
75 billion baht of farm loans for three years, 
beginning on April 1st. Also in April, several 
Thai hospitals will begin offering treatment 
for a standard fee equivalent to less than a 
dollar a visit. 

The cost of these plans could grow 
sharply. But Mr Thaksin has good reasons to 
hurry. Thailand’s Constitutional Court will 
soon rule on his recent indictment by an 
anti-corruption panel. At present, the court 
risks undermining its credibility whichever 
way it rules—either by treating Mr Thaksin 
more leniently than previous offenders, or 
by unseating a prime minister who has just 
won a resounding victory. 
= 





Kashmir 


Muted applause 


DELHI 


NDIA’S unilateral ceasefire in Kashmir, al- 

ready twice renewed, was beginning to ac- 
quire the weary aura of serial Hollywood 
marriages. In announcing a third extension 
on February 22nd the prime minister, Atal 
Behari Vajpayee, spiced it up, extending it by 
three months rather than just one. That 
should give diplomacy more time to work. At 
the same time, he gave warning that militant 
groups flagrantly disregarding the ceasefire 
would not be spared. 

The peace initiative needs a new twist. It 
began promisingly in November, with India 
suspending offensive operations against 
militants fighting its rule of the mainly Mus- 
lim state. Pakistan in turn withdrew troops 
from the line of control, the unofficial border 
between the zones run by the rival countries. 

Violence subsided appreciably. In the 
past couple of months, though, it has 
mounted again, while diplomacy has 
stalled. Attacks on Indians, in and out of uni- 
form, by pro-Pakistan guerrillas have not 
abated. They were widely blamed for the 
killing of 15 civilians, including seven chil- 
dren, on February 10th. To Kashmiris, India’s 
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It’s only teargas 


ceasefire is beginning to appear a mere ab- 
straction. When protesters demonstrated on 
February 15th against the killing of a sus- 
pected militant, said to be in police custody, 
India’s army opened fire, killing five of them. 

The incident prompted curfews, more 
protests and more killings. By extending the 
ceasefire, this time with explicit backing 
from most political parties, India is playing 
to two galleries: international opinion, 
which has applauded it, and moderate 
members of the separatist All-Party Hurriyat 
Conference, whom India sees as the likeliest 
partners for peace on termsit can accept. An- 
other less amenable audience is Pakistan, 
which has helped to keep peace along the 
line of control. 

As the past few months have shown, not 
much more can happen without further co- 
operation from Pakistan and from some mil- 
itant groups it influences, if not controls. The 
main idea for getting that was to let a Hurri- 
yat team visit Pakistan. That was supposed 
to happen in mid-January, but India has so 
far failed to issue passports to all five mem- 
bers of the delegation. Its fear is that the visit 
will become an occasion for bashing India 
and promoting Pakistan’s claim to Kashmir. 

India is particularly concerned about the 
role of Syed Ali Shah Geelani, a pro-Pakistan 
hardliner who regards the Kashmiri cause 
more as a religious jihad than a political one. 
Hurriyat moderates also are keen to keep 
him in check. India has not yet decided that 
the Hurriyat is tame enough to go, nor has it 
managed to initiate talks without the trip. 

The Indian government thinks the 
ceasefire alone should have reduced export 
of violence from Pakistan. General Pervez 
Musharraf, Pakistan’s military ruler, has 
hinted at a willingness to curb radicalism. If 
peace is to progress, one side or the other will 
have to make more than a gesture. 


Philippines 


Less bravado, 
more results 


MANILA 


RESIDENT GLORIA ARROYO an- 

nounced a unilateral ceasefire with the 
Philippines’ main Muslim separatist guer- 
rilla group on February 2oth, as she set about 
repairing the damage that her predecessor, 
Joseph Estrada, had done to the country’s al- 
ready shaky reputation for peace and stabil- 
ity. The army is suspending “offensive mili- 
tary operations” against the Moro Islamic 
Liberation Front (mir), which seeks inde- 
pendence for the Muslim minority in the 
south of this mainly Christian country. 

Mrs Arroyo hopes for the resumption of 
peace talks. The mir did not respond im- 
mediately, but it had previously expressed a 
willingness to return to the negotiating table. 
Mrs Arroyois also trying to revive peace talks 
with communist guerrillas, who operate 
across the country. She has made overtures 
to the main communist group, the National 
Democratic Front (NDF), and its initial re- 
sponse was said to be encouraging. 

Her policy towards insurgent move- 
ments is sharply different from Mr Estrada’s. 
Before he stepped aside in the face of a pop- 
ular uprising in January, Mr Estrada pre- 
sided over the rekindling of war against both 
the Muslim separatists and the communists. 
More than three years of efforts to establish 
peace with the mir collapsed last year, 
when the armed forces drove the guerrillas 
from their main bases. That gung-ho ap- 
proach was seen as an effort to distract pub- 
lic attention from growing accusations that 
his administration was corrupt.The commu- 
nists had broken off peace talks with the 
government in 1999, after the Philippines did 
a deal with the United States to revive the 
two countries’ mutual-defence treaty. But 
the negotiations were also a casualty of Mr 
Estrada’s wish to preserve his reputation as a 
tough guy of the kind he played in films. 

In returning to the peacemaking policy 
of Mr Estrada’s predecessor as president, Fi- 
del Ramos, Mrs Arroyo aims to persuade the 
MILF to accept a degree of autonomy for 
Muslims, instead of independence; and to 
persuade the npr to abandon its fantasy 
that it is a revolutionary government with 
equal status to her own. But the measure of 
success will not be final peace agreements, 
which could be years away. The establish- 
ment of effective ceasefires and the resump- 
tion of negotiations with both groups will be 
sufficient to restore an air of stability. This, 
the government hopes, will allow the kind of 
economic development that will undermine 
the attraction of Muslim independence or 
communist revolution. 
= 
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Changing camels in mid—dune 


WASHINGTON, DC 


Colin Powell wants to shift the focus of America’s Middle Eastern policy from 


Israel to Iraq 


EORGE BUSH has enjoyed. his honey- 

moon in Washington by following a 
political version of Colin Powell’s military 
doctrine: identify a few clear targets; aim for 
victory; marshal overwhelming force; have 
an exit strategy. Now Mr Powell is about to 
offend against all the tenets of his own doc- 
trine. This weekend he begins his first foreign 
visit as Mr Bush’s secretary of state by going 
to that graveyard of expectations and de- 
stroyer of clarity, the Middle East. Itis the first 
real test of Mr Bush’s intent to inject a new 
hard-headedness into foreign policy. 

The administration argues American 
authority and prestige have been lost in the 
region, largely because of the failure of the 
Oslo peace process in which (Mr Bush 
thinks) Bill Clinton invested too much. The 
unstated aim of Mr Powell’s visit is to begin 
rebuilding that authority and the way he has 
chosen to do it would—assuming he can 
carry it out—shift the primary focus of 
American policy away from the Israeli-Pal- 
estinian peace process towards Iraq. 

The idea is far from stupid: if America 
were able to neutralise or even overthrow 
Saddam Hussein, its regional prestige would 
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indeed soar. Buteven leaving aside the tough 
question of what it can actually do about 
Saddam, there are doubts about whether 
Americacaneven shift the focus in the way it 
wants. Mr Clinton, after all, came into office 
promising to do much the same thing. 

This time, the regional balance seems fa- 
vourable to a policy shift. The Oslo peace 
process is dead. Israel will soon get a new 
government. The sanctions regime against 
Iraq is falling apart. In the Arab world, sanc- 
tions fatigue is turning into sanctions out- 
rage. In America, fatigue is turning into sanc- 
tions defeatism. Every part of America’s 
Middle Eastern policy is now under review. 

Before and after his election, Mr Bush ar- 
gued that Mr Clinton was embroiling him- 
self too deeply in the minutiae of Israeli-Pal- 
estinian negotiations. He claimed that 
America was wrongly seeking to impose its 
own deadlines on the parties. And he con- 
cluded that if the two sides were not ready 
for a settlement, then no amount of Ameri- 
can involvement could help them. Putting 
this in practice is the easy part. America can 
easily distance itself from a peace process 
that doesn’t exist. However, the implications 


of Mr Bush’s views go further. 

To begin with, it suggests Mr Bush may 
be willing to wait for several years before en- 
gaging in the peace process again. The State 
Department is sceptical of optimists’ claims 
that Ariel Sharon, Israel’s tough new prime ` 
minister, might turn into an unlikely peace- 
maker. In reality, America’s Middle Eastern 
policymakers reckon that Mr Sharon’s re~ 
cord (“grab the hilltops”), his militant sup- 
porters and his unwillingness even to talk 
about Jerusalem all militate against peace. 

By the same token, Arab hopes that 
America might put active pressure on Israel 
also seem unlikely to be realised. The main 
reason for this hope appears to be that in 1991 
Mr Bush’s father threatened to suspend loan 
guarantees to Israel over the issue of illegal 
settlements. But it is not clear that the youn- 
ger Bush could make that sort of threat even 
if he wanted to. 

Over time, Republicans in Congress 
have become increasingly pro-Israeli (espe- 
cially with Jesse Helms as head of the Senate. 
foreign relations committee). There is even 
talk in Congress about putting the Palestine 
Authority back on the list of state sponsors of ; 
terrorism. The absence of a peace process 
also means the administration can no longer 
head off actions by pro-Israeli congressmen 
by arguing that they could upset the talks. 

In practice, America’s main policy aim in 
Israel. will switch not from engagement to 
disengagement, but from peace making to 
damage limitation. This has implications be- 
yond Israel. Mr Bush’s advisers argue that Mr 
Clinton’s concentration on the peace pro- 
cess was not merely unwarranted, but in 
some ways harmful. The charge is that the 
former president saw the whole region 
through the prism of the peace process. This 
led him to ignore the increasingly destabilis- 
ing influence of Iraq and to neglect bilateral 
relations with other countries in the region. 

The fraying of the Gulf war coalition—as 
the Bush administration sees it—was the. 
product of America’s obsession with the 
peace process. The Bush response is to start 
rebuilding those ties. This does not appear to 
be the sort of abrupt American unilateralism 
that many people fear. Rather, it makes 
more sense to see the new Bush administra- 
tion as trying to rebuild the Gulf war co- 
alition of George Bush senior. 

The main aim of the rebuilding is to: 
tackle Saddam Hussein, which means in the 
first instance changing the sanctions regime. 
The new administration does not think 
sanctions have failed completely. But they 
are a big obstacle to hopes of improving rela- 
tions with Arab allies. At his confirmation 
hearings, Mr Powell said that America used 
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sanctions too readily. Iraq will be the first test 
of whether he can get the policy right. 

The aim is to accept a less comprehen- 
sive embargo over civilian exports in order to 
gain wider international support for a 
tougher regime over military supplies. This 
would involve setting up something that re- 
sembles the Cocom controls over high-tech 
exports to the Soviet Union during the cold 
war. Purely civilian exports would be unre- 
stricted (most of them are anyway). So 
would “dual use” goods that are largely civil- 
ian. But to police the ban on military equip- 
ment, America wants more vigorous con- 
trols on smuggling and some sort of 
inspection regime within Iraq to check on 
how “dual use” goods are being used (to stop 
them being hijacked for military purposes). 


Baghdad blues 


Leave aside for a moment the critical ques- 
tion of how much good this would really do. 
Mr Powell is likely to get support for some- 
thing like this change. Most American allies 
believe itis possible both to contain Mr Hus- 
sein and meet their humanitarian (and com- 
mercial) aims. Despite the almost universal 
condemnation of last week’s air attack near 
Baghdad (see page 51), the State Department 
also reckons it can get international agree- 
ment on how much military force to use to 
back up any new sanctions regime—cer- 
tainly to destroy weapons of mass destruc- 
tion; probably to defend American and Brit- 
ish airplanes patrolling the no-fly zone. 

The real unresolved question is whether 
America goes further and seeks tooverthrow 
Saddam. There are two small signs that it 
might be considering the idea. The first is the 
appointment of Paul Wolfowitz as deputy 
secretary of defence: he is the foremost ad- 
vocate of supporting the Iraqi opposition to 
destabilise the regime. The other is a change 
of policy towards the opposition itself. On 
the day of the air strike, and without any fan- 
fare, the head of the Iraqi National Congress, 
one anti-Saddam group, visited the State De- 
partment and came away with a promise 
that America would help the inc run 
humanitarian operations and gather evi- 
dence of war crimes within Iraq itself. 

At the moment, the supportis minor. But 
any increase in support could destabilise 
American policy more than Saddam. Seek- 
ing to overthrow the regime is anathema to 
most of America’s allies. State-Department 





Correction: Our article on Edison Charter 
Academy in San Francisco (January 6th) said 
that the proportion of ten-year-olds at the 
school who could read at the standard expected 
for their age group rose from 2% in 1998, when 
Edison Schools took over, to 34% in 2000. These 
figures were supplied by the school: it has not 
been able to verify them. Results kept by the 
California Department of Education suggest 
that the proportion reading at the national aver- 
age rose from 20% in 1998 to 34% in 2000. 
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officials have made itclear that, while every- 
thing else can be discussed, support for the 
Iraqi opposition is something on which 
America is prepared to go it alone. 

Asastrategy, the apparent shift in Amer- 
ican Middle Eastern policy has a lot to com- 
mend it. America cannot do much to en- 
courage Israel and the Palestinians to make 
peace, whereas its Iraqi policy needs an 
overhaul. Moreover, in the early 1990s, its 
peace-making efforts depended partly on 
the prestige it won in the Gulf war—a forma- 
tive experience for many of Mr Bush’s team. 

Still, as so often in the region, this shift of 
attention raises as many questions as it an- 
swers. First, there is the sheer technical diffi- 
culty of keeping a meaningful “dual use” list 
of exports as part of a new sanctions regime. 
More generally, it may be impossible to re- 
build the Iraqi economy without helping the 
Iraqi army as well. Next, the Iraqi opposition 
is not remotely a match for Mr Hussein’s 
brutal security forces, but any serious at- 
tempt to undermine him could wreck at- 
tempts to build support for new sanctions. 

Lastly, America might find it hard to dis- 
tance itself from events in Israel. The reason 
is not Israel itself, but the Palestinians. The 
State Department is currently fretting that 
the Palestine Authority might collapse, tak- 
ing Yasser Arafat’s declining authority with 
it, and leaving Hamas guerrillas in control. 
That would provoke new violence in Israel, 
and even greater anti-Israeli (and anti- 
American) popular sentiment in the region. 
America would end up back where it starts 
from—trying to patch up some sort of truce 
in Israel to prevent problems there under- 
mining its ambitions in Iraq. 





Spies 
Daggers drawn 


LONDON, MOSCOW AND WASHINGTON, DC 


T WAS, said President George Bush, a “dif- 

ficult day for those who love our country”, 
not least for people who serve America in the 
fields of law-enforcement and intelligence. 
The arrest of Robert Hanssen, a 27-year vet- 
eran of the FB1, on charges of spying for Mos- 
cow, was also a landmark in Russian-Ameri- 
can relations that have already acquired a 
harder edge under Mr Bush. 

According to the rers affidavit, Mr 
Hanssen was well-placed by virtue of his se- 
niority and access to sophisticated technol- 
ogy to harm the security of the United States 
while covering his own traces. He helped to 
seal the doom of at least two Russians who 
trusted their lives to American intelligence, 
and apparently handed over 6,000 pages of 
sensitive material to Russia. His case com- 
pares in gravity with that of Aldrich Ames, a 
senior CIA man who was arrested in 1994. 

Mr Hanssen served in counter-intelli- 





I spied 


gence for 15 years, snooping on Soviet, and 
later Russian, spies in America. Leaks from 
counter-intelligence are a spymaster’s worst 
nightmare: your plots against the opposition 
are at best useless, at worst very damaging to 
yourself. Mr Hanssen allegedly passed on 
the secret electronic snooping methods the 
FBI uses to track Russians in America. 

During the Ames affair, the cra had to 
endure the humiliation of being investigated 
by its rivals at the FB1. The latter, at least, is 
cleaning outits own stables. That (along with 
his popularity among Republicans as a zeal- 
ous investigator of Clinton-era scandals) is 
one reason why Louis Freeh, the Fs director, 
still sounds remarkably cheerful. 

In defence of its own record, the FB1 can 
point out that, unlike the extravagant and 
boozy Mr Ames, the newly uncovered agent 
was not leading an obviously suspicious life. 
Mr Hanssen lived boringly in Vienna, Vir- 
ginia, and he was discreet to the point of 
paranoia; even his Russian handlers seem 
not to have known his name. 

The FBI apparently caught up with him 
after it got hold of his Russian file, presum- 
ably from a Russian who was spying for 
America. One theory, floated in the Russian 
newspaper Segodnya, is that Mr Hanssen 
was betrayed by Sergei Tretyakov, a Russian 
who defected while working at the uN. 

How seriously will the Hanssen affair 
damage whatever remains of the old “super- 
power” relationship? One school of thought 
holds that the cat-and-mouse games of es- 
pionage are an unimportant sideshow, sep- 
arate from the real business of international 
relations, which has to do with real things 
like trade, education and anti-missile de- 
fence. (The day after Mr Hanssen’s arrest, the 
Russians proposed a pan-European missile- 
defence system, which the Bush administra- 
tion did not think much of but may see as the 
first step towards a deal on the issue.) 

In the real world, too, there have been a 
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few signs of greater toughness on both sides. 
Though there is no reason to assume any 
connection, Mr Hanssen’s prosecution fol- 
lows some blunt language from the new ad- 
ministration. Donald Rumsfeld, the defence 
secretary, has deplored Russia’s work as an 
“active proliferator” of deadly weapons. 

Such words are probably not intended to 
imply any dogmatic hostility towards Mos- 
cow: merely that Russia cannot, on the 
strength of its old superpower status, expect 
to be treated with greater indulgence than 
any other country. “The Clinton administra- 
tion began with romanticism in its dealings 
with Russia and ended by pretending things 
were better than they were,” says Tom Gra- 
ham, a former American diplomat. “The 
Bush people will not play either game.” 

The gloomier interpretation is that Rus- 
sia does matter to America’s new gover- 
nors—but only as a “national security” chal- 
lenge. The Clinton administration’s flirtation 
with Russia as a global partner, or eager pupil 
at the school of market economics, is. well 
and truly over. Ian Bremmer of Eurasia 
Group, a New York consultancy, points out 
that the Treasury took the lead in dealing 
with Russia under Bill Clinton: but “now it 
may be the defence department or the Na- 
tional Security Council.” If that prediction 
comes true, then scandals over espionage 
and defence technology will not be a side- 
show, but much closer to the main event. 





Motor racing 


Pride of the 
South 


ST LOUIS 


ALE EARNHARDT was born while 

stock-car racing was still in its infancy. 
Back in 1951, the National Association for 
Stock Car Automobile Racing (or NASCAR) 
was only three years old. Its drivers. came 
with real or imagined claims to have run 
moonshine whiskey down back-roads just 
in front of the police. The cars came off the 
showroom floor for the weekend. But when 
Mr Earnhardt died last weekend, in a crash 
at the Daytona 500, he left behind one of the 
most successful sports in the country, and a 
talisman of the new South. 

His father Ralph was a racing man who 
built engines in the backyard of his North 
Carolina home and died when Dale Earn- 
hardt was 17. By then the boy had dropped 
out of school to eam his food with prize 
money on the rural race circuits of the South. 
Formula One was for Europeans. Sports cars 
were for the rich. But stock cars were south- 
ern, a home-grown sport of local boys who 
would paint a Confederate flag on the sheet- 
metal bodies. That southern touch raised 
hackles; other Americans mocked the sport's 
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NEW YORK 


OR many people the New York Times 

is the greatest newspaper anywhere. 
But there has long been a small pool of 
conservative dissenters in its home town. 
For them, the Times is left-wing, inaccu- 
rate, devoid of humour, and, worst of all, 
unopposed (they never seem to count the 
Wall Street Journal, which, to be fair, 
doesn’t write that much about the Big Ap- 
ple). Now these accusations are being 
made, daily, and often wittily, by a free 
web-based publication. 

The publisher, reporting staff and edi- 
tor of smartertimes.com is Ira Stoll, a 28- 
year-old former managing editor of For- 
ward, a Jewish weekly. At 6 o’clock every 
morning he picks upa copy of the Times at 
a Brooklyn news-stand and, within four 
hours, unleashes an invariably scathing 
report on something he thinks either ludi- 
crous or wrong. 

Categories on the website range from 
the pedantic—“New York, lack of basic fa- 
miliarity with” (noting flagrant geo- 
graphic errors) and “Misspelling of 
names” (including that of the Sulzberger 
family, which controls the Times)—to 
weightier topics such as taxes and immi- 
gration. Most of the time, Mr Stoll is on the 
look-out for left-wing bias masked as ob- 
jectivity. He is particularly tough on the ci- 
tation of allegedly impartial “experts” to 
back up predictable Times conclusions-~ 
that the poor are getting poorer, private 
education is bad, welfare reform has 
failed, public housing is vital, and Repub- 
licans and policemen are callous, racist or 








mentally challenged. 

Occasionally, Mr Stoll’s pieces pre- 
cede (or perhaps cause) a correction. He 
was, for instance, the first to spot that the 
Times had attacked John Ashcroft, the 
conservative attorney-general, with a 
truncated and misleading quotation lifted 
from another newspaper. More often the 
sinsare of leftish omission. Last weekend's 
ode to the joys of travelling in Cuba, he 
points out, avoided “any mention of the 
country’s horrible human-rights record”. 

Like other zealots, Mr Stoll sometimes 
asks too much. Even, erm, weekly news- 
papers occasionally get things wrong, it 
would be surprising if a daily as big as the 
Times never did. And Mr Stoll’s bias, 
though overt, can get a little tedious. This 
week he nicely skewered an absurdly sol- 
emn Times piece about a plan in 
Connecticut to stop high schools starting 
work before 8.30am, because teenagers do 
“not physiologically wake up”, for not 
even wondering whether it might be a 
good thing for the little dears to go to bed 
earlier. Butdid Mr Stoll really need toadda 
carp about those tired teenagers having 
sex “with the assistance of taxpayer-pro- 
vided free contraceptives”? 

All the same, Mr Stoll seems to have 
struck a nerve. In only seven months, with 
no marketing, he has developed a sub- 
scriber list for a daily e-mail of almost 
2,000 people (including, inevitably, Newt 
Gingrich). And the Times seems to be tak- 
ing some notice. Three of its journalists 
have already taken him out for lunch. 














good ole boys. 

But, as the South began to change, stock- 
car racing grew in popularity. A turning- 
point came in 1977, two years after Mr Earn- 
hardt moved to the major league (winning a 
little over $2,000 in his first race), when 
Jimmy Carter, a Georgian in the White 
House, gave stock cars priority over presi- 
dential golf. Television began to take it seri- 


ously. As money and technology were 
pumped into the sport, the central illusion of — 
stock-car racing—that the car in your drive- 
way might go zipping round a race-track— 
began to capture hearts. You might never 
drive an Indianapolis car, but everybody 
knew how to handle a Ford or a Chevy. 

No overnight sensation, Mr Earnhardt 
won the first of his seven Nascar cham- 
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King of the tracks 


pionships in 1980. His driving style got him 
called the Intimidator. His black car, the fig- 
ure 3 painted on the side, became as famous 
as its driver. The fans loved him, and his fol- 
lowers could not buy enough figure-3 T- 
shirts or models of his car. 

With the decline of boxing, labour trou- 
ble in major-league baseball and the accusa- 
tion that professional athletes were over- 
paid, nascar increased its audience fivefold 
in the 1990s. From the South it expanded its 
activities first into New York and New 
Hampshire, and then into the west and the 
mid-west. In 2001 it will hold races in Illinois 
and Kansas for the first time. It also discov- 
ered merchandising; its earnings have risen 
spectacularly in the past decade. 

NASCAR has a peculiarity: the biggest 
race of its season is the first one, last week- 
end’s Daytona 500. Mr Earnhardt had won 
the race for the first time in 1998, after 20 at- 





tempts. Two weeks ago he 
had finished a respectable 
third in the sports-car en- 
durance race, the 24 Hours 
of Daytona, his first foray 
into that style of racing. This 
time he owned three cars in 
the Daytona 500: one dri- 
ven by himself, one by his 
son Dale junior, and the 
other by Michael Waltrip, 
who had not won a race in 
more than 400 attempts. 

The lead kept changing 
hands, a clump of cars 
clinging together at the 
front. Then, after a 17-car 
pile-up in which nobody 
was seriously injured, Mr 
Waltrip took the lead. Young Dale and his fa- 
ther followed, trying to protect his lead from 
the other cars trying to overtake him. The 
scorer waved the white flag for the last lap. 

As the crowd rose to its feet, ready to 
cheer Mr Waltrip’s improbable $1.3m-prize 
victory, Mr Earnhardt raced into the last cor- 
ner of the track, lost control and hit the track 
wall straight on at about 190mph. At first no- 
body thought it was very serious. In fact, Mr 
Earnhardt had been killed instantly, by a 
blow to the base of his skull. The widespread 
grief (his death has been compared to those 
of Elvis Presley and Princess Diana) has been 
accompanied by some predictable ques- 
tions. Might an energy-absorbing wall, or a 
better head-restraint system, have saved 
him? Nobody knows, but everybody is sure 
that right up to the last seconds of his life 
Dale Earnhardt always did exactly what he 
wanted todo. 





The economy 


Hard luck, hard landing? 


NEW YORK AND WASHINGTON, DC 


America has been promised a soft landing. Consider an alternative 


“De YOU think we are going to have a 
recession?” The questioner is a 
stranger, clad in an elegant fur coat, in a lift 
on Fifth Avenue in Manhattan. It is the ques- 
tion all Americans are asking. When the 
question was put in Congress last week to 
Alan Greenspan, the chairman of the Fed- 
eral Reserve, he replied “No”. Unfortunately, 
he said the same in September 1990, when it 
is now clear that a recession had already 
started. 

According to the latest survey by Blue 
Chip Economic Indicators, 95% of econo- 
mists agree with Mr Greenspan: America is 
notsliding into recession. But this is less reas- 
suring than it sounds. Economists rarely suc- 
ceed in predicting recessions. Economic 
models are not much help for spotting turn- 
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ing-points in the cycle. And many econo- 
mists are reluctant to stick their necks out. 

A disturbing number of leading econo- 
mists in America have privately admitted to 
The Economist that they are more worried 
about a recession (defined as at least two 
quarters of falling cpe) than their official 
forecast might suggest. Even Stephen Roach, 
a notorious bear at Morgan Stanley, is pre- 
dicting only two quarters of shrinking out- 
put, and average growth of 0.9% for 2001 as a 
whole. That would make it the mildest reces- 
sion in history. But, as Mr Roach admits, it is 
hard to forecast recession, let alone deep re- 
cession, when your firm sells equities. 

Certainly, the trend is gloomy. The aver- 
age prediction for growth in 2001 in The 
Economist’s poll of forecasters has fallen 


from 3.5% in October to1.8% early this month. 
Actual Gpr growth slowed from 5% in early 
2000 to 1.4% in the fourth quarter. Many 
economists expect growth of barely 1% in the 
first half of this year. Even without a reces- 
sion, that would feel like a bumpy landing. 

So far, the main driver of the downturn 
has been the business sector. As profits have 
been squeezed and weaker sales have 
caused inventories to pile up, firms have 
started to trim their investment and produc- 
tion. Mr Greenspan is keen to portray the 
current slowdown as mild and short-lived. 
Firms have already started to slim their ex- 
cess stocks, he argues, so the usual inventory 
correction should take place more rapidly 
than usual, allowing the economy to bounce 
back more swiftly. 

The behaviour of consumer and cor- 
porate spending will determine whether this 
happens without a recession. John Makin, 
an economist at the American Enterprise In- 
stitute, believes there is a serious overhang of 
capital investment. Even without a reces- 
sion, capacity utilisation in manufacturing 
has fallen to its lowest level since 1992. With 
excess capacity and falling profits, firms are 
likely to cut their investment plans this year. 

The most useful economic indicator to 
watch is consumer confidence. Mr Green- 
span has likened the sudden break in confi- 
dence before past recessions to “water back- 
ing up against a dam that is finally 
breached.” It is difficult for monetary policy 
to deal with such a sharp break in confi- 
dence. The University of Michigan’s con- 
sumer-confidence index remains above its 
level in previous recessions. But it has just 
seen its biggest three-month fall since the 
start of the last recession (see chart). And, as 
Bill Dudley, an economist at Goldman 
Sachs, argues, the rate of change in confi- 
dence may have a bigger impact on growth 
in spending than the absolute level. 

Last year, households’ saving turned 
negative for the first time since the 1930s, as 
people spent their increased stockmarket 
wealth. Debts also climbed to record levels 
in relation toincome. If share prices continue 
to weaken from their still over-valued levels 
(see page 78), that “wealth effect” will surely 
go into reverse. If nervous consumers sud- 
denly decide to save more and spend less, a 
serious recession could follow. 

What would really cause consumer con- 
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fidence to crumble is big job lay-offs. So far 
unemployment has barely increased. But if 
firms in the “just-in-time” economy reduce 
inventories and capital spending more 
swiftly than in the past, as Mr Greenspan has 
argued, then why might they not also cut 
jobs rapidly? A spate of recent corporate lay- 
offs from the likes of Dell, DaimlerChrysler 
and Sara Lee augur poorly. 


Liquid refreshment 


Most economists and investors still have 
faith in the ability of the Fed to prevent a re- 
cession through interest-rate cuts. With in- 
flation well under control, the Fed has plenty 
of room tocut interest rates. Atleast, that was 
the argument before the poor inflation fig- 
ures for January were published. Consumer 
prices rose by 0.6% in the month, twice as 
much as expected, to give a 12-month in- 
crease of 3.7%; the 12-month rate of pro- 
ducer-price inflation jumped to 4.8%, its 
highest for ten years. This may be just a blip, 
caused by higher energy prices, but the Fed’s 
room for aggressive easing may be shrinking. 

And even if rates are cut by another half 
point at the Fed’s next policy meeting on 
March 2oth, there is no guarantee of how 
quickly this will work. Monetary policy al- 
ways operates with long lags, but with re- 
cord levels of debt and excess capacity, lower 
interest rates may be even less effective than 
usual in spurring new spending. Easier 
monetary policy can certainly shorten reces- 
sion, but, given America’s financial and 
economic imbalances, it may be too late to 
prevent one altogether. 

All this leaves one final, predictable rea- 
son for optimism. Mr Dudley points out that 
investors and consumers (presumably like 
the woman in the fur coat) still believe Mr 
Greenspan can avert recession; that helps to 
underpin confidence. Undeniable. Yet, if a 
recession were to occur, the shock to confi- 
dence could be severe—like discovering that 
the emperor had no clothes after all. 
= 





California's Republicans 


They'll be back 


SACRAMENTO 


OW sweet it is to be a Republican these 

days: George Bush is in the White 
House; Saddam Hussein is being justly 
bombed; Alan Greenspan supports a whop- 
ping tax cut; Bill Clinton is taking a good 
kicking over the Marc Rich pardon. Allis well 
with the world. Unless, that is, you are a Re- 
publican in California. 

For these unhappy souls, November’s 
election brought not victory but further hu- 
miliation—a 12-point win for Al Gore, the 
easy re-election of Dianne Feinstein to a Sen- 
ate seat so safe that the Republicans barely 
campaigned for their candidate, and four 
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Take me to Sacramento 


gains for the Democrats in the state’s House 
delegation, giving them a 12-seat advantage, 
which will probably rise to 16 after the dis- 
tricts have been redrawn by Governor Gray 
Davis and his fellow Democrats, who con- 
trol both houses of the state legislature. Only 
one Republican, Bill Jones, the secretary of 
state, who did not have to run for re-election 
last year, hangs on in a statewide office. 

If there is any spot of cheer for the Re- 
publicans, who gather in Sacramento this 
weekend for their annual state convention, 
it is that the Democrats are bearing the brunt 
of California’s energy disaster. But even this 
has not helped the Republicans so far; voters 
seem to blame them for deregulating the in- 
dustry, the alleged cause of the trouble. 

All this focuses attention on the main 
business of the convention—electing a new 
Republican Party chairman. Normally this 
would be a formality, with the vice-chair- 
man, Shawn Steel, a lawyer, stepping into the 
post. This time, however, there is a chal- 
lenger: Brooks Firestone, a rich vintner who 
has previously served in the assembly. Both 
are centrists, though Mr Firestone will win 
more liberal votes and Mr Steel more votes of 
the religious right. 

Since the end of the cold war, with its 
unifying rigour, California’s Republicans 
have fought with each other as muchas with 
Democrats. Moral conservatives on the right 
of the party have savaged pro-abortion- 
rights candidates in primary battles, some- 
times even resorting to lawsuits. The battle 
has cost the Republicans support among 
two large groups of voters they badly need: 


UNITED STATES 


Latinos and working women. 

California’s Latinos tend to be both en- 
trepreneurial and socially conservative, 
which also makes them anti-abortion. 
Around 40% voted for Ronald Reagan in his 
presidential races. They should be good Re- 
publican material. But in 1994 the Republi- 
can governor, Pete Wilson, campaigned hard 
in support of Proposition 187, a ballot initia- 
tive to prevent illegal immigrants from re- 
ceiving state aid; and Latinos disliked it. 

Women have been put off by a series of 
Republican initiatives that reduced state 
funding for things such as child care for 
working mothers; they also remain nervous 
about the national Republican Party's oppo- 
sition to abortion. Democratic moderates, 
such as Mr Clinton and Mr Davis, have 
claimed the political middle ground, leaving 
local Republicans looking more and more 
like the party of white, conservative men 
(hardly a growing demographic group). 

This need not last forever. In Texas, 
George Bush attracted the votes of both Lati- 
nos and women. The libertarian spirit that 
thrives in Silicon Valley finds echoes in the 
Republican commitment to smaller govern- 
ment and free markets. Opinion polls sug- 
gest that Californians agree with many Re- 
publican ideas so long as they are not 
identified as being Republican; once they 
are, voters say they disagree with them. 

Removing that suspicion will take time, 
and a smoother party machine. Both the 
candidates for the chairmanship favour ap- 
pointing a full-time executive secretary, 
probably with a salary (as the Democrats 
have done). Most of all, the Republicans 
need an eloquent, well-known leader. 

One man who seemed suitable was a 
former insurance commissioner, Charles 
Quackenbush; but he was run out of office 
last year after revelations that he was a little 
too close financially to the industry he was 
supposed to regulate. Mr Jones, the secretary 
of state, may have improved his chances by 
his withering attacks on Governor Davis's 
handling of the power crisis. But, unsurpris- 
ingly, the Republicans have been casting 
their net well beyond Sacramento. 

Tim Draper, a Silicon Valley venture cap- 
italist, has muddied his reputation on the 
right with a disastrous attempt to sponsor a 
school-vouchers initiative last year. William 
Simon, the son of a former treasury secretary, 
also has money, but lacks experience. The 
perennial favourite of the faithful is Arnold 
Schwarzenegger. The idea of the muscular 
star following Ronald Reagan from Holly- 
wood to Sacramento is taken seriously by 
Democrats. Indeed, Republicans whisper 
that their omnipotent opponents are behind 
astring of less-than-kind profiles of the erst- 
while body-builder. But the real danger is 
that the Terminator could seem all too ap- 
propriate. Like the California Republicans, 
he has not had a real hit since the mid-1990s. 
| 
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Disabling the national education defence system 


T ISeasy in Washington, pc, to imagine that you are in. control of 

America’s destiny. In fact,everything that George Bush does this 
week—or perhaps even this month—may be small beer when set 
beside a technical announcement from a provincial academic bu- 
reaucrat. Last weekend Richard Atkinson, the head of the Univer- 
sity of California, announced that he would drop sats from the se- 
lection process in his university, first by scrapping standardised 
aptitude tests, half of the acronym, and then by phasing out stan- 
dardised achievement tests. The decision, which comes at a time 
when Mr Bush is trying to introduce objective national tests into 
the high-school system, could be a calamity not only for America’s 
universities but also for its guiding principle, meritocracy. 

A notoriously | mundane 
examination system that seems to 
involve ticking an unearthly num- 
ber of boxes would seem an odd 
instrument of revolution. But it 
transformed American higher 
education from an old-boy net- 
work into a social ladder. 

To get a flavour of this revolu- 
tion, consider a tale of two Bushes. 
When father Bush went up to Yale 
in the mid-1940s, it was primarily 
an upper-class finishing school. 
Twenty years later his son entered 
a university that was changing 
around him. Talented students 
were arriving from every social 
class. The centre of university life 
was shifting from fraternities to 
lecture halls. Ail of George senior’s 
younger brothers were Yalees. 
None of George junior’s brothers 
made the Ivy League. 

This revolution was the handiwork of a small group of Ivy 
League academics, worried that America might be degenerating 
into a class-stratified society. Preppies, they reasoned, would al- 
ways thrive in a system focused on teachers’ reports and set exami- 
nations. The only way to get access to the full range of talent was.a 
standardised test of ability. 

The University of California played a heroic part in carrying 
this revolution across the country. As the nation’s foremost public 
university, it proved that you could get a first-class education 
without paying a fortune to Harvard or Yale. It blazed a particu- 
larly valuable trail in providing educational opportunities for 
Asian-Americans. The university’s chief campus, Berkeley, boasts 
plenty of students brought up in hard-scrabble Chinatowns, 
many of them in households where English was seldom spoken. 
Their talents were discovered by sar tests. 

So what on earth is this university, with 170,000 students and 
20 Nobel laureates, doing leading the attack on sats? The answer is 
a mixture of (legitimate but probably misguided) academic tinker- 
ing and (repugnant) political correctness. The politics is simple. 
The abolition of affirmative-action programmes in 1997 led to a 
dramatic reduction in the number of blacks and Latinos in the 
university, in part because both groups score substantially worse 
than whites and Asians in sars. Ever since then, Mr Atkinson and 
his friends have been trying to improve uc’s racial profile. Last au- 
tumn, for example, they offered automatic admission to the top 4% 
of students in every high school in the state, whether the school is 
in Beverly Hills or South Central. From this point of view, scrap- 





ping satsis simply the next step in adjusting the balance (if you are 
on the left)or dumbing down (if you are not). 

Admittedly, there are some genuine problems with the sar 
system. The tests are far less “objective” than the gigantic testing 
industry claims. Preparation substantially: improves test scores. 
Mr Atkinson experienced his epiphany when he visited a smart 
private school and saw 12-year-olds practising for their sats. So it 
makes sense to use sats alongside other measures. 

The University of California does so. It awards places on the 
basis of several things, including sats, grade-point averages (GPAs), 
teacher recommendations and school records. Mr Atkinson wants 


_ less emphasis on the numerical assessment of “aptitude” and 


more on judging candidates in a 
“comprehensive, holistic” way. 

Which sounds irresistible. 
Who wouldn't prefer to be evalu- 
ated “holistically” and “compre- 
hensively” rather than allowing 
his fate to be decided by a glorified 
quiz? The problem is that this ig- | 
nores both educational experience | 
and Californian reality. Time and 
again, when people have got rid of 
flawed-but-still-useful ‘aptitude 
tests, they have chosen “holistic” 
programmes that are even worse 
(witness the catastrophic decision 
to abandon the 11-plus in Britain 
for “comprehensive” education). 

Holistic testing will not mean 
much in a university system that 
processed 68,000 applicants for 
about 28,000 freshman places in 
2000, and expects its senior aca- 
demics to spend their time pushing forward the frontiers of 
knowledge rather than interviewing 18-year-olds. The practical 
choice is not between broad-brush testing and fine-grained eval- 
uation, but between broad-brush testing that has some degree of 
rigour and broad-brush selection that is open to manipulation. 

Looked at this way, the sar test still does its job fairly well. sats 
are more successful than Gras in predicting students’ grades in al- 
most every subject. It cannot be entirely coincidental that Amer- 
ica’s sat-backed universities are the envy of much of the world, 
whereas many of its high schools, without any objective national 
testing, are dreadful (hence Mr Bush’s reforms). Anyway, holistic 
testing may well benefit the well-prepped children of the wealthy 
and well-educated even more than the current system. 

That said, getting rid of the sars will undoubtedly produce 
more black and brown faces at the University of California. But 
does that good thing make up for other injustices? What will hap- 
pen to Asians? Or to the modern equivalent of Robert Burns’s 
“lads o' parts”: bright children who do not enjoy the advantage of 
belonging to ethnic minorities or going to suburban schools? And 
what about uc’s academic reputation? It can hardly benefit a uni- 
versity to cut itself off from a potential stream of talent. 

It is hard to suppress the worry that Mr Atkinson is getting rid 
of sats not because they are uninformative but because they are 
all too informative: they consistently give whites and Asians 
higher scores than blacks and Latinos. It is foolish to deal with un- 
palatable information by shooting the messenger. The right way to 
deal with it is to work like fury to change California’s schools. And 
that surely means more testing, not less. 
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Tackling 
prisons 


SAO PAULO 


the chaos in Brazil's 


Prison gangs are a symptom, not a cause, of the appalling conditions in the 


country’s jails 


T LEAST 20 prisoners killed—three of 
them beheaded—and about 80 people 
hurt, including a child hostage horribly 
burned by an exploding tear-gas capsule. 
This was the toll of the simultaneous upris- 
ing by around 28,000 prisoners in 29 jails 
across Sao Paulo state, starting on February 
18th. Two days later the authorities had re- 
gained control, but they remained rattled. 

The statewide rebellion was organised 
by the First Command of the Capital (pcc), 
one of several gangs that infest the jails. Two 
days earlier, the authorities had tried to 
break the gang’s grip on Carandiru jail in Sao 
Paulo city—Latin America’s largest pri- 
son—by transferring ten of its leaders. This, 
in turn, came a few days after a battle for 
control of the jail’s drugs trade, in which five 
suspected members of a rival gang were 
killed. At least this time there was no repeat 
of the bloodshed in 1992, when police in- 
vaded Carandiru and massacred 111 rioting 
prisoners. 

The timing of the uprising took the au- 
thorities by surprise: it happened during 
Sunday visiting, allowing the ringleaders to 
hold thousands of inmates’ wives and chil- 
dren hostage. Clearly the authorities under- 
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estimated the gang’s power, and not for the 
first time. The gang is thought to have formed 
in 1993 in a top-security unit in the town of 
Taubate, and to have spread across the state, 
organising armed robberies and drug-deal- 
ing outside the prisons as well as trafficking 
and protection rackets within them. 

At first, the authorities refused to believe 
the gang existed; later, they publicly denied 
its existence while trying to contain it. In 1998 
they secretly transferred six pcc leaders 
from Taubate to jails in the next-door state of 
Parana. But other gangsters, in Carandiru, 
rose to take their places. So last year, after ad- 
mitting the gang’s existence, the authorities 
had another go at breaking it up by shifting 
the new leaders from Carandiru to Taubate. 
The leaders reacted by fomenting a riot in 
which the top-security unit was wrecked 
and nine prisoners died. They were moved 
again—some back to Carandiru, where they 
stayed until being moved again this month, 
triggering the latest rebellion. 

The authorities’ failure shows that 
merely isolating the pcc’s current leaders 
will not do the trick. Jose Vicente da Silva, a 
former police chief now at the Fernand 
Braudel Institute, a think-tank, says the gang 


is “an organisation that is bigger than its 
leaders”, and “if you take them away there 
are always other leaders who will take their 
place.” Or other gangs may take over the pri- 
sons, such as the Satanic Sect and the Demo- 
cratic Committee of Liberty, which are con- 
stantly trying to displace the rcc. 

The gangs, says Mr Silva, are simply 
occupying the space left vacant by the legiti- 
mate authorities. Prison staff fail, through 
corruption and incompetence, to impose 
any sort of code of conduct on the inmates; 
the gangs do so, by threats. The authorities 
fail to offer prisoners protection from being 
attacked by others; joining the gang offers 
this protection. And the authorities do noth- 
ing to improve the appalling conditions in 
the prisons, until protests organised by the 
gangs force them to. 

So rather than just tackling the gangs, Sao 
Paulo’s state government needs to treat the 
underlying causes: the lack of training and 
supervision of prison staff, and the over- 
crowding and poor facilities in jails. The au- 
thorities are now promising to introduce 
metal-detectors and to conduct thorough 
searches of visitors who might be bringing in 
arms, drugs and the mobile phones that are 
used to co-ordinate rebellions. But corrup- 
tion sometimes goes up to the top level of 
prison management; and although the state 
government is busy building new jails, the 
number of prisoners has been growing 
faster, forcing the government to drop plans 
to shut Carandiru. 

Prisons across much of Brazil suffer the 
same problems, and they are getting worse. 
Since around 220,000 prisoners are squeezed 
into jails meant to hold 145,000, riots, gang 
warfare and mass escapes happen almost 
daily. More non-custodial sentences, such as 
community work for non-violent offenders, 
might help matters; the federal government 
reckons the prison population could be cut 
by a fifth thereby. But public opinion is 
against it, and most Brazilian cities are not 
organised to operate such schemes. 

The federal government argues that pri- 
sons are the states’ responsibility. It is doing 
its bit, it says, by offering them prison-build- 
ing grants: in the wake of this week’s rebel- 
lion, it gave Sao Paulo 67m reais ($33m). But 
the funds fall far short of what is needed. In 
truth, there is no political will to tackle the is- 
sue. The public tends to feel that if Brazil’s 
prisons are hell, so much the better. In fact, 
the jails serve as headquarters and training 
centres for the violent crime that afflicts the 
streets. While this week’s events are still fresh 
inthe public mind, Brazil’s leaders should try 
to point that out. 

a 
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Guatemala 


The boggy road to peace 


GUATEMALA CITY 


It is not at all clear that the army is curbed 


VER since Alfonso Portillo was sworn in 

as president in January last year, people 
have been wondering whois really in charge 
in Guatemala. Mr Portillo, a populist once 
close to the left-wing guerrillas who fought 
for 36 years, until December 1996, in the 
country’s civil war, won the top job on the 
ticket of the Guatemalan Republican Front 
(FRG). That party is led by Efrain Rios Montt, 
one of the war’s bloodiest military dictators. 
With the cabinet divided evenly between 
General Rios Montt’s men and the presi- 
dent’s, there has been a predictable power 
struggle, which neither man is winning. 
Guatemala, however, is losing. 

The peace accords, a complex slew of 
measures designed to transform Guatemala 
from a warring, soldier-run country into a 
peaceful civilian one, are unravelling. The 
original deadline for their full implementa- 
tion, December 2000, has been set back to 
2004, and even that now looks unrealistic. 

Clipping the army’s wings was central to 
the peace deal. The previous government 
had already cut the army and created a civil- 
ian police force. In his campaign, Mr Portillo 
promised to abolish immediately the army’s 
powerful presidential-security wing, the 
EMP, and appoint a civilian defence minis- 
ter. He also promised swift justice for the kill- 
ers of Juan Gerardi, a Catholic bishop who 
had led a church truth commission investi- 
gating the civil war. Three Emp members are 
among those charged with murdering him 
in 1998, two days after the commission re- 
ported that the army, rather than the guerril- 
las, was responsible for most of the war's 


They must wait until 2004 to fly 
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200,000 deaths and many other atrocities. 

Now the president’s promises are look- 
ing hollow. The emp is still there; in fact, it ab- 
sorbed the 70 civilian agents who had been 
trained to take over its job. Last month the 
president named as his new defence minis- 
ter Eduardo Arevalo, a retired general whom 
some human-rights groups accuse of in- 
volvement in a war massacre. The Gerardi 
trial, supposed to start last week after many 
delays, has been postponed again. 

Since the police force is still small, under- 
funded and poorly trained, the Fre last year 
passed a law allowing the armed forces to 
take on crime-fighting once more, a reversal 
of what the peace accords demanded. This 
month, as if to show off the army’s new- 
found power, heavily-armed soldiers began 
patrolling the streets alongside the police. 

Another big setback has been the failure 
to raise tax revenue from its meagre 9% of 
GDP toa planned 12% by 2002, to pay for va- 
rious projects and social programmes that 
might consolidate peace. Last summer the 
government made an extraordinary fiscal 
pact with businessmen and social groups, 
but then backed out of it. Anai Herrera of 
ASIES, an economic think-tank, estimates 
that tax revenue will reach little more than 
10% of Gpe by 2002. 

This may not be all General Rios Montt’s 
doing. Other former officers, such as General 
Arevalo, who are no friends of his but are 
close to Mr Portillo, may be working to pro- 
tect the army. And the president himself is 
known to make unrealistic promises. 

But the tension between him and the 





FRG leader is apparent. Mr Portillo has al- 
ready vetoed five bills; his predecessor, Al- 
varo Arzu, blocked none in four years. Con- 
gress slashed this year’s budgets for several 
ministries staffed by Portillo people: most 
notably the Strategic Analysis Ministry run 
by Edgar Gutierrez, a former human-rights 
activist, whose job is to make government 
more accountable. At the same time, the FRG 
is losing no chance to expose government 
scandals. This month it emerged that a145m- 
quetzal ($18.6m) surplus from the president's 
budget, which should have gone to the Fi- 
nance Ministry, was instead deposited in a 
bank owned by Francisco Alvarado, a friend 
of Mr Portillo's. 

General Rios Montt’s attempts to trip up 
the president may yet inspire a backlash. He 
and 23 other FRG deputies have been ac- 
cused of altering a law on alcohol taxes after 
it was passed by Congress. Prosecutors are 
trying tostrip them of immunity, so that they 
can be brought to trial. If that effort succeeds, 
General Rios Montt will be out of power. 
And if it fails, a human-rights group, CALDH, 
is standing by to bring another case against 
him—this time for genocide. 





Bolivia 
People power 


LA PAZ 


EBRUARY 14th should have been a big 

day for Bolivia. President Hugo Banzer 
Suarez, anxious to redeem his government’s 
poor performance by ending his presidency 
on a democratic note, read out in Congress a 
50-point proposal for constitutional reform. 
As he did so, however, sceptical deputies 
from the largest opposition party, the Movi- 
miento Nacionalista Revolucionario (MNR), 
silently held up placards demanding clean 
elections and proclaiming “No to fraud”. 

On paper, Mr Banzer’s reforms look im- 
pressive. They would allow lobbying groups 
and individuals to fight elections even when 
they have no political party behind them, as 
long as they can prove that 5% of the voting 
population supports them. They would also 
allow referendums; remove appointments 
to the regional electoral courts, which over- 
see voting, from the grip of local politicians 
and give them instead to the national elec- 
toral court; and permit the Supreme Court, 
not Congress, to decide if parliamentary im- 
munity from prosecution should be lifted 
for deputies accused of serious crimes. 

So why the discontent? Quite simply, 
because the opposition does not trust Mr 
Banzer’s motives. At least in part, his reforms 
are a response to the rising popularity of po- 
litical forces outside the established parties. 
Ever since the government lost ground in the 
violent civil protests of last year, new politi- 
cal movements—formed to lobby for water 
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Banzer gets in first 


rights, more power for indigenous Indians, 
or stronger measures against corruption— 
have increasingly challenged it. Many peo- 
ple want a broad referendum on how the 
country should be governed, and there are 
even demands for a constituent assembly. 
The government's evident response is to try 
to draw up a new political and social con- 
tract on its own terms, before its opponents 
can get round to doing so. 

Opposition politicians also suspect that 
Mr Banzer’s reforming instincts are skin- 
deep. They had asked, for example, for the 
new electoral-court system to be imple- 
mented before any new members were ap- 


pointed; the government, ignoring their ob- 
jections, went ahead and appointed 41 new 
court members, mostly loyal supporters of 
the governing coalition. Gonzalo Sanchez de 
Lozada, an ex-president who is now the 
leader of the Mnr, believes the ground is be- 
ing prepared for electoral fraud. Though he 
came to power democratically in 1997, Mr 
Banzer after all was Bolivia’s unelected boss, 
thanks toa military coup, from 1971 to 1978. 

The president’s proposals are also re- 
markably short on detail. If he is really inter- 
ested in seeing citizens play more part in 
government, he will have to provide more 
specifics. There will doubtless be more of the 
long consultations that have become a hall- 
mark of his presidency. Good for consensus, 
say his supporters; time-buying to avoid fur- 
ther unrest, say his critics. 

The unenviable job of implementing the 
measures has been handed to Luis Vasquez, 
the justice minister, who wrote many of 
them. “Nobody should think a debate about 
the constitution is going to resolve the coun- 
try’s problems,” says he, defensively. 

Many of the less radical measures, like 
those strengthening the power of indepen- 
dent bodies such as the national electoral 
court and the Supreme Court, should be 
beneficial. And, to look on the bright side, 
Bolivia is no longer dominated by ideologi- 
cal battles of the 1970s. Since democracy re- 
turned in 1982, power has passed peacefully 
from one elected government to the next. 

Nonetheless, Bolivians remain suspi- 
cious. Getting from the present pessimism 
and distrust of political parties to a more op- 
timistic and secure vision of the future is the 
real challenge of constitutional reform. 





Argentina 


Unloved boffins 


BUENOS AIRES 


CIENCE is important to Argentina. In a 

little over 50 years it has produced three 
Nobel prizewinners, good going for a sec- 
ond-world country of 37m people. Last year, 
tothe government's delight, iteven managed 
to sell a locally designed nuclear reactor to 
Australia. Yet its scientists reckon they are 
unappreciated. 

According to Roberto Perazzo, a physics 
professor at the University of Buenos Aires 
(usa), one of the country’s main research 
centres, Argentines “love success, whether 


it’s Maradona, a racing-car driver or a tra-.g 
peze artist”. They therefore like their scien- ™ 


tists to win prizes; but they do not believe 
they can contribute much to the improve- 
ment of society. 

Mr Perazzo points to the evidence. The 
National Atomic Energy Commission 
(cngEA)is close to collapse; its library is out of 
date; research grants are down 30%; the staff 
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has been slashed by three voluntary retire- 
ment plans, and the government has or- 
dered a freeze on new appointments. Even 
the scientists who prepared the fuel for the 
new Australian reactor have departed. 


THE AMERICAS 


Thin funding lies at the base of this. Ar- 
gentina dedicates a mere 0.35% of its GDP to 
science and technology. Its researchers look 
enviously at Brazil, which spends over twice 
that proportion and almost five times as 
much in real terms. Last year Brazil released, 
to world acclaim, the genomic sequencing of 
a bacterium that attacks oranges. 

On February 19th Dante Caputo, the sci- 
ence and technology secretary, suddenly re- 
signed. He had been claiming stoutly that the 
government, despite its fiscal straitjacket, 
meant to increase science funding by 5.4% 
this year to around $700m, and would make 
similar annual increases in the future. He 
also wanted to channel research funds 
through the universities, which have not 
controlled scientific research since it was re- 
moved from their remit by a military gov- 
ernment in junta days. Many scientists liked 
Mr Caputo’s plan in principle, but worried 
that the universities would prove too disor- 
ganised to run things properly. They also felt 
they had not been consulted. As he left, Mr 
Caputo lamented that neither the govern- 
ment nor scientists had supported him. 

History has made Argentina’s academics 
easy to alarm or offend. The 1970s military 
regimes’ distrust of intellectuals meant that 
the repression of “subversive literature” ex- 
tended even to mathematics textbooks. 
Even in the relatively enlightened 1990s, 
Domingo Cavallo, an economy minister of 
deserved fame in his own field, famously 
told scientists to “go wash dishes”. As a re- 
sult, the country has haemorrhaged scien- 
tists for decades, mainly to the United States 
and Europe, but also to Brazil, whose rulers, 
even in its own years of military rule, took a 
kinder view of their work. 

The flow was interrupted briefly with 
the victory in 1999 of the Alliance govern- 
ment, whose manifesto included an appar- 
ent commitment to raise science spending to 
1% of Gpr. Mr Caputo said it promised only 
to “tend towards” that figure, and that priv- 
ate investment, currently around half the 
level of state spending, must make up a big 
part of it. But many company research bud- 
gets have fallen, particularly after the wave 
of privatisations during the 1990s, with new 
owners often closing labs and shifting re- 
search work abroad. 

Enrique Oteiza, a social-sciences profes- 
sor at UBA, points out a worrying trend. In 
previous decades, the scientist-emigrants 
were mainly senior figures fleeing political 
turmoil. Since the 1990s, most have been 
young researchers who cannot find posts 
after finishing their postgraduate studies. 
Over the past decade, largely in response to 
pressure from international financial insti- 
tutions, the number of local research posts 
has been cut by almost half. It is reckoned 
that around a third of Argentine researchers 
are now working abroad; among them, 
maybe, a future Nobel-winner or two. 
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A message from the past for 


Baghdad 


CAIRO 


Saddam Hussein may have gained the most from last week’s American and 
British air strike. How much do his people gain from the no-fly zones? 


EN years after the Gulf war, the United 
States and Iraq are again locked in strug- 
gle. The cast of characters looks strangely fa- 
miliar. But this time America’s military 
strength is proving a poorer match against 
Iraqi posturing. Of the nearly 40 nations that 
joined America in the coalition to oust Iraq 
from Kuwait in 1991, only Canada and Ku- 
wait have voiced open support for the 
American-British bombing, on February 
16th, of five air-defence sites near Baghdad. 
The collapse of the alliance owes little to 
sympathy for the Iraqi regime. Most Arabs 
see Saddam Hussein as a reckless bully. But 
the plight of Iraqis besieged by un sanctions, 
the skill of Iraqi propaganda in linking their 
suffering with Palestinian suffering, and 
Iraq’s growing power to bestow generous 
rewards on sanctions-busting suitors, have 
combined to create a powerful momentum. 
In recent months, Iraqi diplomats have 
gone on the offensive. They have success- 
fully exploited Arab fears of a newly aggres- 
sive Israel, and the general weariness with 
sanctions, to forge better ties both in the re- 
gion and outside it, with such countries as 
India and South Korea. Scheduled flights 
now arrive in Baghdad from several Arab 
capitals. Egypt and Syria claim that their new 


THE ECONOMIST FEBRUARY 24TH 2001 


free-trade deals with Iraq will triple the 
value of their trade to $2 billion and $1 billion 
a year respectively. Other countries are 
queuing up for rewards—Iraq’s oil reserves 
are, after all, second only to Saudi Arabia’s. 

Increasingly, oil revenues are slipping 
into Iraq through holes in the uN embargo. It 
is reckoned that since November, Iraq has 
largely succeeded in getting customers to pay 
an average 40 cents surcharge on every bar- 
rel of oil lifted, generating $500,000 daily in 
cash outside the official uN-administered 
oil-for-food programme. 

Since November Syria has joined Jordan 
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and Turkey in raking in money from Iraq’s il- 
licit oil. With 100,000 barrels of oil a day now 
flowing across the border, Syria can raise ex- 
ports of its own oil by a similar amount. 
Asked if this is a breach of sanctions, Syrian 
officials coyly reply that the Iraqi oil is a gift. 
Nothing in the un resolutions, they say, pre- 
vents Iraq from giving away the stuff. 

Colin Powell, America’s new secretary of 
state, will face tough questioningon his Mid- 
dle East tour this weekend. Egypt’s presi- 
dent, Hosni Mubarak, has already said 
bluntly that last week’s raids did nothing but 
“complicate matters”, and that Iraq no lon- 
ger represents a threat. Jordan called the 
bombing illegal. Saudi Arabia, which is 
increasingly embarrassed by public concern 
over America’s use of air bases in the king- 
dom for launching its attacks, condemned 
the air strikes, reiterating its support for Iraqi 
sovereignty. Syria’s vice-president de- 
nounced the bombing as an attempt to sow 
discord among Arabs ata time when Israel is 
punishing the Palestinians. 

Much of the Iraqi opposition-in-exile— 
though not the groups favoured by Amer- 
ica—also voiced unease. The Higher Council 
for the Islamic Revolution, based in Tehran 
but the most active opposition group in the 
Shia south of Iraq (the region supposedly 
protected by the no-fly zone), roundly con- 
demned the raids. The action, said the 
group’s leader, Muhammad Bager al-Ha- 
kim, made the Iraqi people “victims of a 
power struggle between the United States 
and the Saddam regime”. 

Iraq’s foreign minister is due to resume 
talks with Kofi Annan, the uN’s secretary- 
general, next week. But if he had had it in 
mind to show flexibility, he can now claim a 
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pretext for his government continuing as 
cussed as ever. This leaves Iraq’s neighbours 
in the awkward position of having to main- 
tain, or pretend to maintain, the embargo, 
while both their feelings and their pockets 
tell them it is time for the sanctions toend. 


How dangerous? How protective? 


Mr Powell will reply to his Arab critics that 
the decision to bomb the radar sites was jus- 


_ tified by the increased danger to American 


: -and British pilots patrolling the no-fly zones. 
He may also argue, as British officials have 


- done, that the raids, which killed two civil- 


__ians, were “humanitarian” since the patrols 
protect ordinary Iraqis from Mr Hussein's 
savagery. But this argument, at least in 
southern Iraq, is questionable. 

America, Britain and France introduced 
the no-fly zone over the northern quarter of 
Iraq in 1991. The Gulf war had ended, but the 
Kurds, who live in the north, were in mortal 
danger from Mr Hussein’s wrath. The patrols 
helped to create a Kurdish “safe haven”, 
which endures to this day. The southern no- 
fly zone, however, has done much less to 
help the Shias and marsh Arabs it was 
created to protect in 1992. It may save them 
from aerial attack but not from the Baghdad 
regime's repression by tanks, artillery and 
helicopters. 

Nonetheless, America and Britain justify 


the legitimacy of the no-fly zones with Secu- 
rity Council resolutions that callon the Iraqi 
government to stop persecuting its people. 
Yet these resolutions make no mention of 
any flight-bans, let alone mandate the use of 
force to maintain them. France, increasingly 
uncomfortable with America’s and Britain's 
unforgiving policy on Iraq, dropped out of 
the patrols altogether in 1998, 

Since then, the Iraqi army has taken to 
firing pot-shots at the aircraft overhead. The 
intensity of these shoot-outs rises and falls, 
depending on the mood both of the pilots 
and their Iraqi adversaries. In theory, the 
rules of engagement allow the pilots to fire 
only in self-defence. In practice, they have 
defined self-defence to include punishment 
bombings after any Iraqi challenge to their 
authority. By simply switching on radar, or 
firing a single salvo from an anti-aircraft gun, 
the Iraqi army can bring down a hail of 
bombs on anything deemed threatening, 
from command bunkers to radar stations, 
and even anti-ship missiles. 

American defence officials describe last 
week's bombing as retaliation for aggressive 
Iraqi behaviour over several weeks, rather 
than any specific incident. The Iraqis have 
improved their anti-aircraft defences and 
use them more assertively. Their radar has 
been upgraded, with Russian help, and they 
are building a fibre-optic communications 





system, apparently of Chinese design, which 
was one of the targets of the raid. The fibre- 
optic cabling was making it harder to listen 
in to the Iraqi signals. In addition, the Iraqis 
have learned from the Serbs how to confuse 
western aircraft by switching different radar 
installations on and off in rapid succession. 

These developments point to an escalat- 
ing challenge, not to an immediate danger. 
Iraq does not yet have the ability to target 
western aircraft accurately, “They are more 
or less launching their anti-aircraft missiles 
at random, though if this goes on, they will 
be successful sooner or later,” commented 
Andrew Brookes, a former Royal Air Force 
officer now on the staff of the International 
Institute for Strategic Studies. So far, they 
have not scored so muchas a near-miss. 

America and Britain, on the other hand, 
have scored quite high. In 1999, for instance, 
America conducted more bombing raids on 
Iraq than it did on Yugoslavia during the 
NATO air campaign that year. The frequency 
of the bombardment has inevitably resulted 
in increasing casualties. Iraq is suspected of 
exaggerating the figures, but un. officials 
have confirmed many of the hundreds of ci- 
vilian deaths it has claimed, Even when the 
bombing does not kill anyone, it can disrupt 
the distribution of humanitarian supplies, 
and on one occasion it interrupted the ex- 
port of the oil that pays for them. 
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Bahrain 





Your kingdom for our rights 


Hot MANAMA 


| Yes, a Gulf country can make a real stab at democracy 


HE 400,000 citizens of Bahrain, a 

i prosperous island emirate in the middle 

of the Gulf, cannot believe their luck. Their 

country, a mere few months ago one of the 

more efficiently oppressive of Arab states, 
~ has leapt to being the most liberal. 

The tale goes like this. For a quarter of a 
century, the island stifled under the harsh 
_ rule of a weak emir and his wily brother, the 
= chief vizier. When the emir’s son came to 
power in 1999, it was assumed that he would 
be as weak as his father. But the new emir 
“scrapped censorship, emptied the prisons, 

publicly embraced his father’s foes, invited 

exiles to come home, and issued a national 
: charter to turn the country into a European- 
¿ style constitutional monarchy. Last week, a 
referendum on the charter won a 90% turn- 
out of voters (including women, for the first 
time) and 98.4% approval. 

It is as if “a genie came and granted our 
< wish,” says a bemused newspaper editor, 
~ who, like one Bahraini male in ten, has done 
time as a political prisoner. “The people are 
= very, very happy, but are afraid they may 

> wake up from this dream.” 


2. 





An unusual pursuit 





Yet it appears to be no dream. In the few 
days since the referendum, the island’s ruler, 
Sheikh Hamad bin Issa al-Khalifa, has re- 
pealed a 1974 law that allowed the police to 
throw suspects in jail without charge for 
three years or more. He has abolished state 
security courts, ordered that anyone ever 
fired from a state job for dissent be rehired, 


and told Bahrain's 10,000-odd Bidoons—res- 
idents who have remained stateless despite 
generations on the island—that they will be 
granted citizenship. 

In moving so quickly, Sheikh Hamad has 
not only made himself truly popular. He has 
also pulled the rug from under a singularly 
embittered and entrenched opposition 
movement. In 1994, some 25,000 Bahrainis 
signed a petition demanding reforms. In the 
following year, 38 people died in violent 
clashes with the police, and up to 15,000 were 
arrested. Unrest had simmered ever since. 

One reason for the opposition’s strength 
is that Bahrain hasa relatively long history of 
political activism. Its first experiment with 
democracy, which lasted between indepen- 
dence from Britain in 1971 and the suspen- 
sion of parliament in 1975, was marked by 
feisty debate, which included demands to 
curb the ruling family’s power, 

Also, unlike other Arab states in the Gulf, 
a majority of Bahrain’s people are Shia Mus- 
lims, whose prime loyalty is often to their re- 
ligious leaders. The al-~Khalifa family, rulers 
for 218 years, are Sunnis, in the mainstream 
of Islam, but accounting for only 30% or so of 
Bahrainis. The 1979 revolution in Iran caused 
a ferment among Bahrain’s Shias. Not only 
the local Sunnis but also some of Bahrain’s 
powerful allies—including both its puritani- 
cally Sunni neighbour, Saudi Arabia, and the 
United States, whose Gulf fleet is discreetly 
based here--feared the Islamist “infection” 
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might spread into Bahrain. 

It is no coincidence that the reform 
comes when Iranian-Saudi relations are 
warming. Yet even Bahraini sceptics believe 
that Sheikh Hamad’s motives are home- 
grown. The less charitable claim that he sim- 
ply wanted to secure his family’s future. “He 
granted us our rights, but we have granted 
him kingship,” says a teacher who was dis- 
missed for signing the 1994 petition. 

Others point to the economic stagnation 
of the past decade. Bahrain has little oil, and 
relies more on services such as offshore 
banking and tourism. It is rich enough to 
have attracted some 200,000 foreign work- 
ers, but unemployment among locals tops 
15%. Without the political stability the re- 
forms may bring, badly needed foreign in- 
vestment might have stayed away. 

The prevailing belief, however, is that 
Sheikh Hamad has a genuine desire for pro- 
gress. The test of this will come in the next 
few months, as the country prepares first for 
municipal voting and then for a general elec- 
tion. Calls for “responsibility” and “matu- 
rity” in local editorials suggest an underlying 
anxiety that radicals—particularly religious 
ones—may abuse their new-found freedom. 
But few seem overly concerned that Shia 
clerics may be a dominant force. “They 
won't go and ban alcohol. We make too 
much money from being the closest bar to 
the world’s thirstiest country,” chuckles a 
Bahraini, meaning Saudi Arabia. 

There is also the question of those, both 
in the al-Khalifa clan and outside, with 
vested interests in the old, opaque way of 
managing the island. Many Bahrainis hint 
that their last doubts about the govern- 
ment’s intentions will vanish only when 
Sheikh Hamad’s uncle, who has been prime 
minister since independence, leaves the 
stage. So far, the emir has handled his uncle 
graciously. However, the appointment of the 
popular, Cambridge-educated crown 
prince, Sheikh Salman bin Hamad, to lead 
the committee that will implement the char- 
ter suggests that the exit light is switched on. 


INTERNATIONAL 





SANAA 


N A sense, Yemen’s romance with de- 

mocracy is moving forward. On Febru- 
ary 2oth, against a background of shoot- 
outs in which several people were killed, 
the country held its first-ever local elec- 
tions, a liberty denied to most of the Arab 
world, and particularly to the Arabian 
peninsula. In fact these elections were lit- 
tle more than a device to rally pro-govern- 
ment votes for a referendum on a series of 
constitutional amendments, held the 
same day. These are expected to postpone 
parliamentary elections, 
due in April, until 2003, and 
extend President Ali Abd- 
ullah Saleh’s own possible 
time in office for a further 
four years, to a distant 2013. 

The original democratic 
experiment was born of ne- 
cessity. The union of north 
and south Yemen in May 
1990 brought together two 
very different one-party 
states. In the north, Mr Sa- 
leh headed a tribal-based 
Islamic regime; the south 
was ruled by anti-tribal, 
non-sectarian commu- 
nists. The only hope of keeping the two 
amicably together was within a multi- 
party framework. In 1993 Yemen held its 
first parliamentary election. To the sur- 
prise and applause of western govern- 
ments, this election was largely free and 
fair. The Yemeni Socialist Party (ysr), ex- 
ruler of the south, won 20% of the votes, 
and Mr Saleh’s General People’s Congress 
(crc) was reluctantly obliged to share 
power in a coalition government. 

But a year later civil war broke out, 
and the north delivered a swift and crush- 
ing defeat to the ramshackle forces of the 
Leese 





Yemen’s brief democratic affair 





Inky voting thumb 


south. Democracy has waned ever since. 
Mr Saleh, whose power has always relied 
on a patchwork of tribal alliances, won 
new opportunities to dispense patron- 
age.The ysr boycotted the 1997 parliamen- 
tary election, believing it rigged. The Grc’s 
rival in the north, Islah, became the sole 
parliamentary opposition. Yet Islah and 
the crc are famously close: Mr Saleh and 
Islah’s leader, Sheikh Abdullah al-Ahmar, 
are friends from the same tribe. The 1999 
presidential election became a one-horse 
race after the ysp’s candi- 
date was banned. Voter 
turnout in the south was re- 
ported to be less than 10%. 

The new constitutional 
amendments will continue 
this trend. By extending the 
life of parliament, the GPC 
will lock the ysr out until 
2003. And by extending his 
own mandate, Mr Saleh 
wins time to groom his 28- 
year-old son Ahmad for 
possible succession. Al- 
though Ahmad Saleh com- 
mands the central security 
services as well as the 
army’s special forces, he is still considered 
a political weakling. He has not, as yet, 
spun the prerequisite web of alliances. 

Mr Saleh, who runs a desperately 
poor country with a cpp of $500 head, is 
keen not to alienate the West, which has 
rewarded his democratic gestures with fi- 
nancial and political support. He proba- 
bly need not worry. Since the bombing of 
the USS Cole in Aden in October, with the 
loss of 17 lives, the United States is far more 
concerned to see that he keeps extremist 
groups in check than to fuss about the ex- 
tent of his stop-go democracy. 
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Right v right 


TEHRAN 


HATEVER their differences, President 
Muhammad Khatami and Ayatollah 
Ali Khamenei, Iran’s supreme leader, are 
both dedicated to protecting the Islamic re- 
public. If Iran’s leaders ignore the people's 
demands, said the president this month, “no 
military, legal or security force will be able to 
save the country.” The supreme leader, it 
seems, may agree. At any rate, he is now en- 
deavouring to rein back the most radical of 
his hard-right supporters. 
This would be a change. Ever since the 
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reformists won a handsome majority in last 
spring’s parliamentary election, Mr Khame- 
nei has allowed a free hand to the conserva- 
tive judges who throw Mr Khatami’s people 
into prison, and to the veto-wielding Coun- 
cil of Guardians which blocks reformist leg- 
islation. But Iranians are showing signs of be- 
ing fed up with clerics who are not allowing 
the system to be reformed, even by so concil- 
iatory an insider as the president. Mr Kha- 
menei, who is a statesman as well as a tradi- 
tionalist, may have concluded that there was 
a danger of clerical contempt for the people 
being paid back in kind. 

This could explain his decision to cut 
down to size the most openly contemptuous 
of these clerics, Ayatollah Muhammad Taqi 
Mesbah Yazdi. From the Haqani seminary 


which he runs in Qom, Mr Yazdi argues that 
religious government does not need popular 
support to achieve legitimacy. This is an im- 
polite riposte to the “Islamic democracy” 
which Mr Khamenei claims to support. Mr 
Khamenei disapproves of Mr Yazdi’s intem- 
perate language towards Islamic “modernis- 
ers”, and resents his influence over radicals 
in the judiciary, many of whom are Haqani 
alumni. 

People discerned Mr Khamenei’s hand 
behind a blistering interview this month by 
Muhammad Mehdi Faqihi, the editor of En- 
tekhab, a newspaper friendly to the supreme 
leader. Mr Faqihi attacked the proponents of 
“petrified thinking” in Islam—and a former 
colleague confirmed that he was referring to 
Mr Yazdi. Taha Hashemi, Entekhab’s owner 
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and an ally of the supreme leader's, was 
< more explicit. Mr Khamenei, he said, is un- 

- happy with the excesses of some judges. He 
went on to say that observing the will of the 
‘© people is vital “for the survival of the revolu- 
tion”. He himself, he promised, would vote 


> for Mr Khatami in June’s election. 


If, that is, the president decides to seek 
re-election. Complaining that he has been 
prevented from doing his job in his first term, 
Mr Khatami has been showing reluctance to 
take on a second. This has rattled the su- 
__ preme leader. Despite Mr Khatami’s hesitant 
_© approach to reforms, he remains by far the 
country’s most popular politician. A sulky 
withdrawal from office would provoke not 
only disappointment among his supporters, 


_. but their anger too. 


So, having spent the past four years try- 
< < ing to box in the president, Mr Khamenei is 
"now citing the national interest to persuade 
him to stand for re-election, while calling on 
his own hardliners to tone down their on- 
slaught. The patriotic Mr Khatami may be 


susceptible to this argument, but the hard- 
liners are not. Having got their teeth into Mr 
Khatami, they will not let go withouta fight. 

In the past two weeks, judges have ar- 
rested or summoned to court well over a 
dozen reform-minded journalists, civil ser- 
vants and politicians, among them one of Mr 
Khatami’s senior officials. The Council of 
Guardians has vetoed as “un-Islamic” a 
budget freeze proposed for the aggressively 
conservative state-owned broadcasting sys- 
tem. On February 15th, for the first time in 
several years, three miscreants were given a 
public whipping in a square in central Teh- 
ran. A senior judge, a Hagani alumnus, 
claims to have discovered a plot between re- 
formists and a dissident ayatollah to defame 
a conservative former president. On Febru- 
ary 14th, 1,000 of Mr Yazdi’s supporters met 
in Qom to demand Entekhab’s closure. 

Can Mr Khamenei quell the diehards? If 
the supreme leader ever needed the inspira- 
tional authority of his predecessor, Ayatol- 
lah Ruhollah Khomeini, it is surely now. 











Zimbabwe 





Africa’s own Mussolini 


HARARE 


3 Something eerily like an African version of fascism is taking shape 


HEN Zimbabwe’s opposition leader, 
Morgan Tsvangirai, was formally 
charged with inciting violence on February 
<< 15th, the way in which President Robert Mu- 
_ gabe hopes to maintain his grip on power 
~ took recognisable shape. Most of the com- 
ponents of an African version of fascism are 
now in place in Zimbabwe. 

Last September, Mr Tsvangirai incau- 


-> tiously said: “We ask Mugabe to go peace- 


fully. If he does not, we will overthrow him 
~ violently.” The crowd of 20,000 roared its ap- 
~ proval. He quickly explained that “we” did 
+ not mean his own party, the Movement for 
=< Democratic Change (mpc); Mr Mugabe's 
* policies, he said, were in danger of causing a 
general explosion of anger among Zimbab- 
weans. No matter. The Mugabe government 
~ seized on the phrase as a way to neutralise 
Mr Tsvangirai. This month it took the popu- 
lar former trade-union leader to court. If 
found guilty, Mr Tsvangirai could face a pri- 
son sentence of up to 20 years—and any- 
thing more than six months in jail would 
| render him constitutionally ineligible to run 
-for the presidency. Two other senior mem- 
"bers of his party face similar charges. 

While the political opposition is being 
pushed into a corner, 77-year-old Mr Mu- 
gabe is also turning his attention to Zimbab- 
we’s hitherto independent judiciary. The Su- 
preme Court had already been invaded late 
last year by 300 of Mr Mugabe’s “war veter- 

: ans”, the (supposed) old hands of the coun- 


ose 





try’s independence campaign. This month 
Chief Justice Anthony Gubbay. resigned, 
after being told that the government would 
not guarantee his safety. Mr Mugabe has ap- 
pointed four new, friendly judges toanother 
judicial body, the High Court, some of 
whose existing members have been threat- 
ened with the invasion of their homes. 

In recent months, the state-run part of 
Zimbabwe's press has accused the mpc of 
carrying out violent attacks on Mr Mugabe’s 
ruling zANU-PF party. The charges are not 
credible: the mpc has been admirably re- 
strained in its reaction to the state’s violence, 
But the newspaper clippings will be handed 
out as evidence that Mr Tsvangirai has en- 





couraged criminal acts. 

Mr Mugabe's campaign against the still 
free parts of the press includes last month's 
bombing of the popular Daily News. This 
week the government expelled. two foreign 
journalists. A team of state security agents 
broke down the door of the home of the 
BBC’s correspondent, Joseph Winter, terrify- 
ing his wife and child and ensuring his swift 
departure. The other journalist, Mercedes 
Sayagues, who comes from Uruguay, says 
that the regime reminds her of Latin Amer- 
ica’s past military dictatorships. 

A presidential election is due by April 
next year, and Mr Mugabe may call it sooner. 
He and his zANU-PF party are pretty clearly 
setting out to entrench themselves in power. 
Pliable judges, a slavish state press, a bully- 
ing police force backed by those extra-legal 
“war veterans”, and now the possibility that 
the opposition leader is about to be pushed 
into jail: it all adds up to something uncom- 
fortably like the way Mussolini and Franco 
used to run their countries, not to mention 
those more recent Latin American toughs. 

Never mind the unfortunate name of 
one of Mr Mugabe's closest helpers, the war 
veterans’ leader, Chenjerai Hitler Hunzvi. 
Those supposed veterans are not the only 
organisation with a brownshirt flavour. The 
Central Intelligence Organisation, another 
extra-legal group, also bludgeons opponents 
with impunity. The police, supine when at- 
tacks are made on members of the opposi- 
tion, are zealously efficient when taking ac- 
tion against that opposition. The army 
routinely patrols Harare’s townships, and 
often beats up people on mere suspicion of 
supporting the mpc. 

Military men hold powerful positions in 
the cabinet, parliament and state agencies. 
The top brass clearly had a hand in arranging 
Zimbabwe’s disastrously expensive involve- 
ment in the Congo war. The state media, or- 
chestrated by the information minister, Jon- 
athan Moyo, glorifies Mr Mugabe and 
vilifies his critics. The seizures of white- 
owned land are designed to win the support 
of Zimbabwe's peasants. 

This is indeed an intimidating regime. 
Yet it has, as yet, held back from going all the 
way. Some are still able to defy it. The re- 
maining four justices of the Supreme Court 
have refused to be bullied into resigning. The 
bombed-out Daily News has, against all the 
odds, gone on printing. Ms Sayagues tried to 
stay on to press a lawsuit challenging her de- 
portation, but was obliged to leave on Febru- 
ary 2and. Mr Tsvangirai has repeated his 
warning that Mr Mugabe, by using violence, 
risks being violently overthrown. 

It could be a historic moment. Mr Mu- 
gabe holds all the levers of force, and loudly 
uses the rhetoric of African nationalism. But 
there are people willing to stand up for the 
idea of democracy; and they seem to have 
the support of most Zimbabweans. 
nl 
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EUROPE 


For Europe's Parliament, 
power without love 


STRASBOURG 


Giving the European Parliament more power was meant to make the 
European Union more democratic. So far it hasn’t worked out that way 


N THE vast semi-circular debating cham- 

ber of the European Parliament in Stras- 
bourg, Neil Kinnock, a former British Labour 
Party leader, now one of twodeputy heads of 
the European Commission, is giving evi- 
dence. From high up in the galleries, it ap- 
pears that a dozen out of a possible 626 Euro- 
MPS are present; they are easily outnum- 
bered by the simultaneous translators in the 
booths surrounding the hall, 

To the casual observer this desultory 
scene might seem to illustrate the idea, 
widely held, that the European Parliament is 
pointless and powerless. But this notion, if it 
wasever true, is out of date. The parliamentis 
far more powerful than most people in the 
European Union realise. However, as with 
America’s Congress, much of the action 
takes place not in the debating chamber but 
in committee rooms and corridors. 

The most obvious clue to the power of 
the parliament lies in the number of lobby- 
ists thronging its buildings in Strasbourg and 
Brussels. The set-piece battle of this month’s 
session in Strasbourg was over a directive on 
copyright law initiated by the commission, 
the eu’s bureaucracy in Brus- 
sels. Telecoms companies and 
the record industry ranged 
themselves on opposite sides, as 
they struggled to get parliamen- 
tarians to amend legislation 
that will greatly affect the music 
industry in the Internet age. 
Both sides poured money into 
flying in anyone they could 
think of to bolster their case: 
“You'd be amazed how many 
female pop stars I've met in the 
past couple of months,” mused 
one . Euro-me. Suitably im- 
pressed, last week the parlia- 
ment rejected the amendments 
that most annoyed the record 
companies. 

The copyright vote was by 
no means an isolated case. Last 
week too the parliament ac- 
cepted legislation that should 
letan eu moratorium on the sale 
of new products including ge- 
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netically modified organ- 
isms be lifted. Meanwhile 
members of the commis- 
sion are fuming that the 
parliament has hobbled ef- 
forts to liberalise Europe’s 
postal systemsand blocked 
measures to make com- 
pany takeovers easier. 
Since the Amsterdam 
treaty of 1997, the parlia- 








decisions already taken at a European level. 
Julian Priestley, the parliament's secretary~ 
general, points out that, given its powers 
over the internal market and other issues, 
“over time the parliament can influence the 
direction of the European economy.” 

Before it got its new powers, it had 
looked trapped in a vicious circle. Since it 
had no power, it had no credibility; since it 
had no credibility, no one was inclined to- 
give it any power, The 
Maastricht and Amsterdam 
treaties were meant to set - 
up a new virtuous circle: 
more power leading to 
more credibility—-and more 
power. The parliament, it 
was hoped, would make 
the eu, seen as remote and 
technocratic by most of its 
citizens, more democratic. 
As if to flex its new muscle,’ : 























ment has had powers of 
“co-decision”—essentially the right to 
amend and veto but not to initiate legisla- 
tion—over many policy areas including the 
internal market (hence the copyright battle), 
consumer protection, health and safety, so- 
cial policy, the environment and so on. 
Taken together, this amounts to most of 
what the Eu does. Jan Marinus Wiersma, a 
Dutch Euro-mp, points out that although de- 
bates in his parliament back home get far 
more attention in the Dutch media than go- 
ings-on in the chamber in Strasbourg, some- 
thing like 30-40% of national legislation in 
the Netherlands now simply implements 





in 1999 the parliament. 
forced the entire commission, then led by a 
Luxembourger, Jacques Santer, to resign. 

Yet despite that dramatic assassination, 
and the parliament’s wider powers across a 
range of legislation, Europe's voters were un- 
impressed. In the 1999 European election 
turnout fell below 50% for the first time since 
parliament began to be directly elected in 
1979; and without laws in Greece, Italy, Lux- 
embourg and Belgium that force citizens to.’ 
vote, turnout might barely have hit 42%. 

The media are just as bored. So much so 
that the European Parliament (more pre- 
cisely, the eu taxpayer) pays to fly in journal- 
ists from Eu countries, in an effort 
todrum up some interest in its ses- 
sions in Strasbourg. 

So why is the parliament still 
so invisible? Euro-mps may have 
reckoned that sacking the com- | 
mission would have given them a © 
boost, but that does not seem to” 
have happened. Voters may sim~- 
ply have concluded that anything 
to do with “Brussels” is sure to be 
sleazy. Euro-mps, for their part, 
comfort themselves with the 
thought that as voters realise that 
power has moved to the parlia- 
ment they are bound to start pay- 
ing a lot more attention. 

But there’s a gloomier view: 
that the European Parliament spe- 
cialises in a form of politics 
drained of drama. It is only one of 
three main players (the commis- 
sion, and the Council of Ministers, 
where governments are repre- 
sented, being the others) in a com- 
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plex, and to many incomprehensible, Euro- 


pean process of law-making. Mr Priestley 
comments that “if you start to explain to 


people how it works, you can see their eyes 


beginning to glaze over.” The parliament’s 


a party structure, where groups of ideologi- 


cally like-minded Euro-mps from the Ev’s 15 


_ countries clump together in an effort to tran- 


scend national loyalties, is too fragmented to 

‘generate the conflicts that might generate 
headlines. Nor is multilingual debate, con- 
ducted through headphones, un-style, 
much ofa spectator sport. A standard rule of 
Euro~debate is: don’t make any jokes, they 
don’t translate. The upshotis that even when 
the parliament is doing something that will 
affect ordinary voters, they are highly un- 
likely to be following the debate. 

That may be good news for lobbyists, 
but bad news for those who hope that the 
European Parliament may help make the gu 
more democratic. For if the public and the 
media pay scant attention, it is hard to see 
how Euro-mes will be held to account. Larry 
Siedentop, an American academic at Oxford, 
argues that if Europe-wide politics are ever 
to take off, they must win “the power to en- 
tertain”. For the foreseeable future, the Euro- 


pean Parliament looks likely to fail that test. 








Languages 





English is still on the march 


BRUSSELS 


Britons are lazy about languages because English is the EU’s lingua franca 


S ENGLISH becoming the European Un- 

ion’s tongue? A survey, out this week, of 
the linguistic skills of 16,000 of the Union’s 
citizens suggests that it is well on the way. 
Perhaps more surprisingly, it also suggests 
that more and more (non-British) Europeans 
accept the idea that all Europeans should 
learn English. 

Over 40% of them claimed to “know” 
English as a foreign language. Add that to the 
almost 16% of the eu’s people who are native 
English-speakers, and already over half the 
Eu claims to be able to converse in English. 

The onward march of the English lan- 
guage is often assumed to raise hackles 
across Europe, particularly in France, but 
also in Germany (see our article below) and 
elsewhere. However, the survey suggests 
that the opposition may be exaggerated. 
Some 69% of respondents agreed with the 
proposition that “everyone should speak 
English”—including 66% of the French, 


which is only a shade less than the number 
in Britain. 

Given that everyone else is learning Eng- 
lish, it is perhaps unsurprising that the Brit- 
ish are the worst at learning other European 
languages. Some 66% of them, judging by the 
survey, speak no foreign language at all, 
compared to the £u’s average of 47%. Luxem- 
bourgers are the best linguists: only 2.2% of 
them are monoglottal. The Dutch are pretty 


























BERLIN 


O THE French think they have a pro- 
blem with franglais. They should visit 
Germany. The language of Goethe is 
awash today with English expressions. The 
resultant mish-mash, known as Denglisch 
(but pronounced “Dinglish”, in case the 
point wasn’t clear) is super-cool and in. 
Witness Berlin’s film festival, where 
ageing Stars with fading Sexappeal re- 
ceived Standingovations from Fans lucky 
enough to have got Tickets for their idols’ 
Comebackperformances in Films with the 
habitual Happyend. After the Show, jour- 
nalists in their Smokings were invited to 
the Pressebriefingraum for an Interview 
with the workaholic Festivalboss, in his 
trendy Jacket und Jeans, or a Get together 
with some Producer briefly silencing his 


before dashing off, being, he admitted, a 
trifle gestresst, to a late-night Fitnesstrain- 
ing at the Businesssportcenter. 

While most Germans, unlike the 


their language’s ability to absorb foreign 
idioms, many are beginning to think that 
enough is enough. Wolfgang Gerhardt, 
leader of the Free Democrats, Germany’s 
liberals, has denounced the “flood of an- 
glicisms descending on us from the media, 





Handy, his mobile phone, to puff his latest f 
Jointventure with his Jetset Powerpartner, 


French, have traditionally been proud of 


You have ways of making us talk 


advertising, product description and tech- 
nology” as a form of “violence not coming 
from the people, but imposed on them.” 
Wolfgang Thierse, Social Democratic 
speaker of the Bundestag, as the lower 
house of Germany’s parliament happily is 
still known, has urged members and offi- 
cials to rise up against the threatened “ru- 
ination of our language”. Eckart Werthe- 
bach, the Christian Democrats’ interior 
minister of the city-state of Berlin, is press- 
ing for a law, like one that was introduced 
in France in 1994, to save “our most prized 
cultural possession” from a hostile foreign 
takeover. 





miner 


But, as ever, Germany is haunted by 
the ghosts of its past. Did not the Nazis seek 
to “purify” the German language in the 
19308? Were not Germanising dictionaries 
published during the first world war, to 
purge it of its then most dangerous enemy, 
French, much as Joachim Heinrich Campe 
sought to counter the same subversive in- 
flux during the French Revolution by in- 
troducing some 11,000 German equivalents 
of French words? Those attempts were of 
little avail. Most Germans doubt that any 
new one would fare better. Nota few, espe- 
cially intellectuals, regard the whole ven- 
ture as faintly ridiculous, even distasteful. 

The new culture minister, Julian Nida- 
Ruimelin, a former professor of philoso- 
phy, says that Germany has no need of a 
language police or a language-protection 
law; the state should notintervene ina pro- 
cess to which every living language is sub- 
ject. Besides, says the minister, today’s 
globalised world needs an international 
language. 

In business, science and technology, 
English already serves that function; to op- 
pose its use is to deny reality, he argues. His 
predecessor, Michael Naumann, was 
equally convinced of the futility of trying 
to play König Canute. Within 50 years, he 
once said, “English will be the common 
language of Europe. Soeveryone had better 
learn it.” 

Well, maybe. But English is one thing, 
Denglisch is eine andere. 
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Lucky Britons 


Everyone in the EU should be able to speak English 
% saying “yes” 
55 65 70 75 80 85 
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brilliant; over 80% of them speak English. 
The rise of English may bolster some 
European federalists who have long battled 
against the idea that European political inte- 
gration, as well as labour mobility within the 
single market, will be constrained by the lack 
of a common European language. But they 
should be too confident. Even now, nearly 
half of all £u citizens still speak no language 
other than their own. And even bilingual 
countries can find themselves politically di- 
vided by language. For an example look no 
further than Belgium, whose capital, Brus- 
sels, serves as the Eu’s headquarters. Belgian 
politics is bitterly divided between French 
and Dutch speakers—even though all 
schoolchildren, and certainly all politicians, 
are meant to speak both languages. 
== = ses a 





Germany 


Gunning for 
Fischer 


BERLIN 


HE shadows of Joschka Fischer’s far-left 

past may yet catch up with him. On the 
day that Germany’s foreign minister was 
winging his way to Washington this week to 
question the Americans about their bomb- 
ing of Baghdad, state prosecutors in Frank- 
furt launched criminal investigations into 
his past relations with other no less ques- 
tionable bombers of a more revolutionary 
bent. And Germany’s centre-right opposi- 
tion is demanding a potentially more threat- 
ening parliamentary inquiry into the whole 
of Mr Fischer's past career as a self-confessed 
revolutionary “street fighter” in Frankfurt in 
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the late 1960s and 1970s. Even some of those 
close to Germany’s Social Democratic chan- 
cellor, Gerhard Schroder, who this week 
again expressed confidence in his increas- 
ingly beleaguered foreign minister, now 
wonder whether Germany’s leading Green 
and most abidingly popular politician is on 
the way out. 

Earlier publication of photographs of a 
youthful Mr Fischer beating up a policeman 
during a riot in 1973 has already forced him to 
admit the “important, perhaps central, role” 
he once played in Frankfurt’s often violent, 
far-left radical scene. Now police are looking 
into an allegation that he lied in court, after 
he claimed during the recent murder trial of 
a former fellow street fighter (who was sent 
to prison for nine years) that he had never 
given shelter to any far-left terrorists at the 
time. A former member of the notorious 
Baader-Meinhof gang claims she once spent 
acouple of nights at a house which he shared 
with others. 

Mr Fischer has also been forced to admit 
taking part in a Palestine Liberation Orga- 
nisation conference in Algeria in 1969, which 
called for the Palestinians’ “final victory” 
over Israel. If Mr Fischer’s support for that 
line could be proved, said Edmund Stoiber, 
Bavaria’s powerful premier, then he was no 
longer acceptable as Germany’s foreign 
minister. Some in the government's ranks 
privately agree. 

Once the government's star turn, Mr Fi- 
scher may be turning into a liability. Further 
embarrassment is certain if the opposition 
succeeds in setting up a wide-ranging com- 
mittee of inquiry into the murkier aspects of 
his past; that needs the vote of only a quarter 
of all members of the Bundestag. The oppo- 
sition has long been itching to get a good 
scandal going on the left, to rival its own 
slush-fund scandal. Some Christian Demo- 
crats believe they could even bring Mr 
Schröder’s “red-green” coalition down if its 
leading Green member were forced to resign. 

Yet, though he is still one of the govern- 
ment’s best-liked and most respected mem- 
bers, Mr Fischer is no longer the linch-pin he 
once was. He brought the Greens into the co- 
alition, and was an indispensable trouble- 
shooter during its turbulent early months. 
But neither Mr Schroder, who has recently 
been taking foreign policy more into hisown 
hands, nor the Greens, who have grown up 
during their two years in power, have so 
much need of Mr Fischer as they used to. 

Besides, in Renate Künast, appointed 
last month to the new post of consumer-af- 
fairs and agriculture minister, the govern- 
ment has another Green capable of rivalling 
Mr Fischer in eminence and popularity. Of 
course, it would embarrass Mr Schroder to 
lose yet another minister, especially some- 
one of Mr Fischer’s calibre. But if it hap- 
pened, it would be unlikely to rock the gov- 
ernmentas badly as it might once have done. 

5. = 








EUROPE 
France 


Mad cows 
and farm votes 


PARIS 


HE friend of France’s farmers, and now 

of their sheep? President Jacques Chirac, 
opening this week’s annual agricultural fair 
in Paris, knows exactly how to play on the 
nation’s nostalgia for its rural roots: drink 
beer, pat the beasts, and denounce last 
week’s recommendation from France’s in- 
dependent food-safety agency that various 
bits of sheep even as young as six months 
should be excluded from the food chain, lest 
the brain-wasting malady—scrapie, in Eng- 
lish—from which sheep can suffer may 
prove to be capable of infecting humans as 
BSE, Mad-cow disease, is. 

Scrapie has been around for centuries, 
and the £u already has rules banning things 
like the use of brains and marrow-bone from 
sheep more than 12 months old. “There’s no 
new proof whatsoever for what amounts to 
a quite regrettable incitement to panic,” de- 
clared Mr Chirac. “This announcement on 
the eve of the fair is evidence, at the least, of 
stupidity and bad taste.” At which point Luc 
Guyau, leader of the main farmers’ union, 
looked as pleased as punch—while Jean 
Glavany, the agriculture minister, kept a 
tight-lipped silence. 

Understandably. This is the second time 
on matters of food and farming that Mr 
Chirac has wrong-footed the Socialist-led 
government with which the voters have 
condemned him to “cohabit”. In November 
he accused it of dangerous dallying by wait- 
ing for the food-safety agency’s recommen- 
dation before banning the use of meat-and- 
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The president and friend 
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bone meal in animal feed. Now, he accuses 
the food agency of panicky over-reaction. 
No wonder the government of Lionel Jospin, 
the prime minister, who is almost sure to op- 
pose Mr Chirac in next year’s presidential 
election, is exasperated. When he later vis- 
ited the same Paris fair, some farmers pelted 
Mr Jospin with eggs. 

Moreover, unlike Mr Chirac, the govern- 
ment has to cope with the results of the beef 
crisis, financial and logistical. In the past four 
months, demand for beef has fallen by a 
quarter, and farmers are having to sell below 
cost. Meanwhile, the recently imposed man- 
datory testing of cattle aged under 30 
months for BsE is overwhelming the veteri- 
nary laboratories and, as ever more infected 
cattle are found, the abattoirs and inciner- 
ators too, since the entire herd must be 
slaughtered if just one case is discovered. 

Last week, Mr Glavany announced a 
scheme to slim the beef surplus by killing up 
to 10,000 (healthy) cattle a week and freezing 
their carcasses. Freezing where, though, and 
at whose expense? Mr Glavany hasn’t said, 
waiting to discuss such matters with other 
European Union agriculture ministers when 
they meet in Brussels on February 26th. 

Many of them face the same difficulties: 
Eu beef prices have fallen, on average, by 
more than 27% in the past four months. The 
farmers everywhere are demanding com- 
pensation; in France, up to FFr3,500 (around 
$500) per animal. But no country is willing to 
put extra money into its coffers. Already 46% 
of the £u budget goes on agriculture. If the 
costs keep rising, will the Eu cope? 

Pessimists say a budgetary crisis is inev- 
itable. Michaele Schreyer, the budget com- 
missioner, denies it: spending last year was 
“far less than planned, which has left a sur- 
plus running into billions,” she says. Mr Gla- 
vany is ready, just in case: “If Brussels refuses 
to listen to the distress of French farmers, I 
will assume my responsibilities, in agree- 
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ment with the prime minister, and we will 
meet again on February 27th or 28th.” 

All of which hints at something to pla- 
cate the cattle farmers sooner rather than 
later. As Mr Chirac well knows, France faces 
notjust presidential and parliamentary con- 
tests next year but local ones less than three 
weeks from now. And though those who 
work on the land are by now a mere 2.6% of 
France’s labour force, no politician ever got 
elected by ignoring them. 
| 





Spain and the Basques 


A fresh choice? 


MADRID 


FTER struggling for a year to govern 
without a clear majority, Juan Jose Ibar- 
retxe, head of Spain’s troubled Basque re- 
gion, has decided to call it a day and dissolve 
its parliament. Early elections will be held on 
May 13th. They could lead to a big change: for 
the first time since post-Franco Spain 
adopted its devolved pattern of government 
at the end of the 1970s, control of the regional 
administration may pass from the indepen- 
dence-minded but non-violent Basque 
Nationalist Party (Pnv) to parties that defend 
the unity of the Spanish state. 

In the short term that would not stop the 
killings—over 800 in the past 30-odd years— 
perpetrated by the terrorists of ETA in their 
campaign for an independent Basque state. 
Probably quite the opposite. But Spain’s 
prime minister, Jose Maria Aznar, who 
hopes his People’s Party (pr) might, for the 
first time, win the most votes in the Basque 
region, foresees longer-term benefits. A halt 
to the flow of official funds and patronage 
froma regional government broadly sympa- 
thetic to separatism could hurt ETA. So could 
non-nationalist control of the region’s police 
force, often accused of being lily-livered in 
its pursuit of the terrorists. 

For the past year, Mr Aznar has waged a 
war Of attrition on the pnv. Having won an 
outright majority in Spain’s general election 
last March, he had no use for their support in 
the parliament in Madrid. And he was out- 
raged by the pnv’s failure to break all its links 
with Euskal Herritarrok (EH), ETA’s political 
wing, after the gunmen in late 1999 decided 
to end a 14-month ceasefire. Since then 26 
people have died, including two in Eta’s car- 
bomb response to the calling of the election. 

Mr Ibarretxe did indeed start to sever 
links with EH in the regional parliament a 
year ago, after ETA began to kill again. But the 
PNV’s veteran party leader, Xabier Arzalluz, 
a more powerful figure than Mr Ibarretxe, 
proved more reluctant to renege on the alli- 
ance he had forged with the separatists, to 
work together for independence in return 
for peace. As the death toll rose, so did the 
anger felt by Spaniards who poured on tothe 





streets in hundreds of thousands, in the 
Basque region and elsewhere, in protest. 

Voters in the Basque region range from 
outright separatists through nationalists to 
the many who are happy to be simply hy- 
phenated Spaniards and to a few who think 
they are plain Spanish, period. They have 
been divided more than ever by the political 
confrontation. Until Mr Aznar came to na- 
tional power in 1996, Socialist governments 
in Madrid, mindful of the years of repression 
under Franco, had tried to placate the pnv, 
lending local Socialist support to nationalist 
governments in the region and hoping thus 
to maintain a united front against violence. 
Mr Aznar says that this tactic has not 
worked, and that it is time for Basques to 
leave the past behind and condemn ETA out- 
right, though even he acknowledges that 
they are free to pursue any political aim, 
even independence, peacefully, through ex- 
isting institutions. 

Will his own tactics work? Opinion polls 
suggest that his pp could win 20-24 seats in 
the 75-seat regional parliament, as against 16 
last time round, in October 1998. The Social- 
ists might hold their 14. The pnv might hang 
on toits 21, or even gain one. Support for EH is 
notably down, but still high enough to give it 
10 or 11 seats, as against 14 before. 

Mr Aznar’s plan depends on co-opera- 
tion from the Socialists—which is likely but 
not assured. The two parties signed an anti- 
terror agreement at the end of last year. This 
was seen by some as the prelude to a co- 
alition government in the Basque region. But 
the Socialists say their options are open. And 
even if they were willing, stable government 
would probably depend on help from small 
parties such as Eusko Alkartasuna, a now 
dwindling breakaway from the pnv, and the 
United Left, the umbrella group which in- 
cludes the former Communists. Plenty of 
uncertainty lies ahead. 





Ibarretxe seeks a new facade 
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Italy 


I'll divest, then 


ROME 


E MIGHT sell, after all. Silvio Berlusconi, 
Italy's opposition leader, this week sur- 
prised many but convinced few when hede- 
clared that, if forced by a “monstrous” new 
law to choose between his business empire 
and the job he covets as prime minister, he 
would shed his empire. That would be some 
event, for he is one of Italy’s richest men. His 
holding company, Fininvest, controls Me- 
diaset, Italy’s biggest private television group, 
embracing three out of the country’s six na- 
tional channels, rakes in half of all television 
advertising and owns films, mobile-phone 
and Internet companies. Mr Berlusconi and 
his family also own Italy’s biggest publishing 
house (Mondadori), a leading newspaper (il 
Giornale), an influential weekly (Pan- 
orama), a football team (ac Milan), a big 
bank (Mediolanum) and much else besides. 
Mr Berlusconi is hot favourite to win the 
general election expected in early May. 
Though the centre-left coalition government 
under Giuliano Amato has not done badly, it 
is in disarray. The left’s candidate for prime 
minister, Francesco Rutelli, the affable 
mayor of Rome, has yet to make an impact. 
Opinion polls reckon that Mr Berlusconi’s 
coalition of his own Forza Italia (“Go, Italy!”), 
the post-fascist National Alliance and the 
near-separatist Northern League, whose lat- 
est joint label is the House of Freedoms, will 
win a majority in both houses of parliament. 
The piece of legislation that is rattling Mr 
Berlusconi addresses conflicts of interest. It 
was passed unanimously in the lower 
chamber three years ago, but was set aside 
when the ruling left thought it had struck a 
bargain: Mr Berlusconi’s conflicts of interest 
(and, possibly, some of his myriad legal pro- 
blems) would be overlooked—ifhe agreed to 
help change the constitution. That turned 
out to be a miscalculation. Mr Berlusconi ul- 
timately dropped his support for constitu- 
tional change, but the law to resolve conflicts 
of interest was never enacted. 
With the general election looming, the 
left has decided to resuscitate the issue. A 
stricter version of the law previously passed 
in the lower house is now being debated in 
the Senate. It proposes that public officials, 
including the prime minister, members of 
government and parliament, and the bosses 
of state companies, should declare their as- 
sets and business interests within 40 days of 
their election or appointments. If they are 
worth more than 15 billion lire ($6.9m), they 
have another 45 days either tosell up or hand 
over to a blind trust. If, as expected, the Sen- 
ate votes for the new terms, the bill would 
again be put before the lower house. It is un- 
likely to become law before the election, but 
Mr Berlusconi now hints that he may in any 
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event abide by its terms. 

Truly? His opponents say his stated ame- 
nability is just a clever way to weaken the 
left’s resolve. Others think he may hand his 
empire to his children; two of them, Piersil- 
vio and Marina, already run chunks of the 
family business. What is certain is that Mr 
Berlusconi is determined to win back the job 
he held for only seven months in 1994. Be- 
sides, the prime minister’s office in Rome’s 
Palazzo Chigi is grander than even any of his 
multiple boardrooms. 
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Albania 


Getting better 


TIRANA 





URIOUS things happen in the capital of 

a country that used to be called the 
poorest in Europe, until Moldova took that 
title. Last year, the opera singers in Tirana 
went on hunger strike, because Albania’s 
government wanted to pay the divas a lot 
more than the chorus. This year, the problem 
is the zoo: the zoo-keepers survived the dark 
years of the mid-1990s by snaffling the lions’ 
meat rations and feeding some of the weaker 
creatures to the carnivores. When stocks ran 
out, the lions were fed with hay: “We have 
the world’s only vegetarian lions,” jokes Edi 
Rama, Tirana’s mayor. 

Mr Rama is one of the 
reasons to hope that life in 
Albania will grow more 
conventional in the next 
few years. A former basket- 
ball star, he worked as an 
artist in Paris before return- 
ing in 1997 to become min- 
ister of culture in a coalition 
government led by Ilir Meta 
(a former weightlifter) and 
his ex-communist Social- 
ists. Since Mr Rama became 
Tirana’s mayor in October 
last year, he has set about 
trying to improve tax col- 
lection, stamp out the ille- 
gal building projects that deface the city’s 
skyline, clear illegal stalls from its few parks 
and persuade local shops to help mend the 
potholed pavements. If he had his way, he 
would also get the Eu to help with education. 
He dreams of a Balkan university in Tirana, 
offering courses in how multi-ethnic soci- 
eties can work. 

On the wider front, Mr Meta shares Mr 
Rama’s desire to make Albania more demo- 
cratic and orderly, with a market economy 
whose rules people actually obey. Mr Meta 
says his main achievement in 14 months as 
prime minister has been to cut crime, clean 
up the customs service and boost the tax 
take. Now he says he wants a civil service in- 
dependent of politics. He has brought into 





Meta-morphosis 


EUROPE 


his government a clutch of young techno- 
crats, some under 30, without party-political 
baggage. At 31, he is too young to be weighed 
down by any himself. 

On the face of it, the economy is doing 
nicely: this year, for the third in a row, it 
should grow by more than 7%. The currency, 
the lek, has been stable; inflation last year 
was 2%; and remittances from abroad, where 
abouta quarter of Albania’s people of work- 
ingage have gone sincecommunism ended a 
decade ago, are paying for a building boom. 

Some of the growth is rebound from the 
havoc caused by the financial crisis of 1997, 
when half the people in the country saw 
their savings wiped out as a string of bogus 
pyramid banking schemes collapsed. The 
economy crashed to just about where it had 
been when the communists bowed out in 
1991. Foreign investors fled and are only ten- 
tatively reappearing: a Greek-Norwegian 
consortium has bought the company that 
operates Albania’s first mobile-phone net- 
work, for instance; and a Greek-British one 
has bought the second mobile-phone li- 
cence. Few local firms are anything but tiny. 

Change will take more than investment. 
This is a country where the brightest and 
best pile into motorboats for the scary trip 
across the Adriatic to Italy: of the 1m or so Al- 
banians living outside the country, guesses 
Mr Rama, fewer than a fifth left with valid 
visas. In addition, corruption has been the 
normal route to advancement. Some of the 
new lot are no angels; but 
most outsiders reckon that 
corruption has diminished 
abit. 

Grinding poverty is still 
pervasive: annual GDP is 
around $1,000 a head, more 
than a dozen times less 
than it is in Greece, across 
the southern border. Roads 
are dire. This winter, power 
cuts have been repeatedly 
plunging the country into 
darkness and caused havoc 
at a giant Turkish-owned 
steel plant in Elbasan. 

Even so, with a general 
election due in June, the coalition has a fair 
chance of winning again; that would be 
quite a feat, in a region where enthusiasm for 
“throwing the rascals out” has rarely let gov- 
ernments serve a second term. Support for 
the opposition Democratic Party, led by Sali 
Berisha, Albania’s first post-communist 
president, may be dipping. 

If Mr Meta wins, he says he wants to keep 
on trying to drag his country into the wider 
Balkan market, a process that should be 
helped by the recent restoration of political 
relations with Yugoslavia. His greater goal is 
to forge links with the £u, which appreciated 
Albania’s restraint during NATO’s war in 
mainly ethnic-Albanian Kosovo. 
es + = = | 





59 

















Mart Laar, Estonia’s punchy prime minister 


T IS the smallest country in ex-communist Europe, and the most 
hyped. But whichever way you look at Estonia, with its not- 
quite-1.5m people, the picture looks rosy. The country’s economy 
is growing at a rate of around 7% a year. Inflation is low, foreign 
trade is rising by 25% a year, foreign investors are keen, taxes are 
low and most of state industry has been efficiently sold off. Politics 
is boringly stable and patently open. Democracy is secure. Foreign 
businessmen judge Estonia the least corrupt of all ex-communist 
countries. 

Thanks to all this, Estonia has made itself a front-runner to 
join the European Union and, if the United States dared to back 
the idea hard enough, perhaps even ato. Stability and prosperity 
are also helping to win the allegiance of more of the 400,000-odd 
Russians (and other Slavs) who settled in Estonia or were born 
there during the Soviet era but who be- 
came non-citizens when the empire 
collapsed. Many of them are now 
loyal,even enthusiastic, Estonians. 

Itis music to western ears that have 
heard so few post-Soviet success sto- 
ries. Few sing it better than Mart Laar, a 
lively historian now, aged 40, serving 
his second term as prime minister. He 
wants not just to catch up western 
countries but to overtake them. That 
does not seem utterly fanciful. At cabi- 
net meetings you see almost no pa- 
per~just screens and keyboards. One 
minister recently took part using a lap- 
top--from Australia. 

Yet Estonia is still scarred by de- 
cades of Soviet occupation. Many 
roads are bumpy, many buildings 
tatty (except in the lovely old bit of the 
capital, Tallinn), and compared with 
their Nordic peers (as they like to call 
them) Estonians still fall short in terms 
of honesty, efficiency, politeness, trust, 
flexibility and openness, though they 
are stellar when set beside the Rus- 
sians. Some bits of Estonia’s public ser- 
vice~-its  Finnish-trained border 
guards, the foreign ministry and Mr 
Laar’s own advisers-~are impressive. Other parts of it, such as local 
government and many of the ministries, still behave in a far more 
Soviet than Nordic way. 

When Mr Laar’s right-of-centre coalition took power two 
years ago, it was determined to reform the machinery of govern- 
ment. It took some sensible measures—-for instance, sharply cut- 
ting the number of police, while giving big pay rises to those who 
stayed. But, in view of Estonia’s grand ambitions, the results have 
so far been a bit of a let-down. 

The governments greatest feat has been to get the economy 
going again after Russia’s financial collapse of 1998. That meant 
hefty cuts in spending to balance the budget and pay for a big tax 
cut for businesses. But trickier reforms, of, for example, health in- 
surance, social security and pensions, are proving hard to enact. A 
promised cut in the number of ministries has yet to happen. 

Instead, Mr Laar has paid a lot of attention to swanky futuristic 
projects. Some of these are ingenious, like a plan (echoing one in 
Iceland) to commercialise Estonia’s gene pool by letting research- 
ers into disease and heredity look at the country’s pva—for a price. 








Others smell of gimmickry, such as finding a new “national sym- 
bol and idea” to “shape Estonia’s identity from the inside and 
make it more known abroad”. The use of “e-stonia” to point up the 
country’s voracious use of the Internet is another fancy ploy. 

The idea is to inspire people. But Mr Laar, a talkative man ina 
taciturn nation, sometimes seems better at burnishing his coun- 
try’s image to foreigners than at connecting with his own people, 
many of whom think of him as glib, even slippery. By his own ad- 
mission, his style used to be “first decide, then talk”. Now, he says 
with faint irritation, it is “talk, talk, talk—-and then decide”. Deci- 
sion-making is plainly the bit he enjoys. 

Government may be more collegiate than in the heady days of 
the early 1990s, but there are growing worries in the country at 
large about the biggest project under way: Estonia’s headlong rush 
to the gu. In the hope of being one of 
the first ex-communist countries to 
join, Mr Laar and his colleagues are 
swallowing their liberal economic 
principles and agreeing as fast as they 
can to onerous Eu rules on labour, 
environmental and other matters. 

But Estonia’s bureaucrats found it 
hard enough to cope with the laisser- 
faire regime that followed the collapse 
of communism. Administering com- 
plicated eu rules will be horribly diffi- 
cult. Small businesses are already com- 
plaining that it is hard to fire bad 
workers, of whom Estonia, like other 
ex-communist countries, has more 
than its fair share. A large chemical 
company says that applying eu emis- 
sions standards could force it to close. 

There are also problems with Esto- 
nia’s other big objective, to join Nato. 
Many Estonians still think that what- 
ever the West promises they, like their 
grandparents, may at some point have 
to fight a partisan war against a foreign 
(read Russian) invader. Yet if Estonia 
were indeed to join NATO, it would 
need a quite different kind of armed 
forces: mobile troops useful for peace- 
keeping, for example, rather than a citizen army and secret arms 
dumps in forests. Some people in the new ‘American administra- 
tion seem to think they may be able to slip at least one Baltic state 
into the next batch of Nato entrants. But Germany, much keener 
to placate Russia, would rather keep the Balts out of the alliance al- 
together. That disagreement will be settled in the coming 
months--but, as so often in the past, over Estonia's head. 

Estonians have much else to hope for. By post-communist 
standards, Mr Laar is an impressive politician, with a huge zest for 
work. When not running the country, he is learning French (a wise 
acquisition for ev applicants), to add to his fluent German, Finn- 
ish, Russian and English. His Swedish, he says apologetically, is 
only passable. He reads books (currently Harry Potter, a big hitin 
Estonia) and writes them (on economics, history and politics). He 
avidly collects material about August Sabe, a heroic anti-commu- 
nist Estonian partisan, whom the xas caught only in 1975. If, be- 
sides all that, Mr Laar can get his government to bring off some of 
the hardest pending reforms, his country may yet match its well- 
polished reputation. If not, stand by for a dose of disappointment. 
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Jack Straw takes on the law 


The government is about to announce its plans for making Britain a safer 
place, but the police are not co-operating 


EW LABOUR likes to present itself as 

the party of law and order. There’s one 
problem with that: the facts. Recorded viol- 
ent crime has risen and police numbers have 
fallen since Labour came to power in 1997. 

Nevertheless, the government wants to 
be seen to be doing something. So next week, 
in a bid to head off criticism, the home secre- 
tary, Jack Straw, will announce far-reaching 
reforms of the police, including changes to 
recruitment, technology, training and con- 
ditions of employment. 

Over the past 40 years, property crime 
has increased by six times, and violent crime 
has increased by n times. in the first couple 
of years after Labour came to power, there 
was a small fall in overall crime. But violent 
crime, which has been rising for more than a 
decade, continues to increase sharply. In the 
year to March 2000, it rose by 8%. As crime 
goes on going up, so the effectiveness of the 
police in catching criminals appears to have 
fallen. Clear-up rates of all crimes have 
dropped by nearly 50% since 1973. 

International comparisons (seechartson 
this page and next) suggest that there is no 
direct relationship between the number of 
police per head of population and the crime 
rate. Some high-crime countries (such as 
Australia) have relatively few police; so do 
some low-crime countries (such as Japan). 
Robert Reiner, professor of criminology at 
the London School of Economics, says that 
public expectations that the police alone can 
defeat crime are unrealistic. 

Of course, the factors that lead to high 
crime rates are manifold and complex. 
Nevertheless, it is fair to assume that 
more effective policing may help to re- 
duce crime. Politicians anyway know 
that voters want to see more police on 
the beat. 

Britain has traditionally been lightly 
policed compared with many continental 
European countries. The government has 
promised to recruit 9,000 more police, but 
numbers have fallen since the 1997 general 
election by more than 3,000 to 125,000. The 
chairman of the Public Accounts Committee 
of the House of Commons, David Davies, ar- 
gues that the rise in crime justifies a 25% in- 
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crease in police numbers. 

The problem with boosting numbers is 
the conflicting demands the public makes of 
the police. People say they want to see more 
police on the streets. Only about 5% of po- 
licemen are on patrol at any one time, even 
though patrol officers account for over half 
the police force. Inevitably the thin blue line 
appears very thin. 

But putting more police on the beat will 








































probably not have much impact on cime 
figures. A single patrolling officer typically 
covers an area containing 18,000 inhabitants, 
7,500 houses, 140 miles of pavement, 85 acres: | 
of parks, 77 miles of roads, 23 pubs and 10 


schools. The chance of that officer actually. 


catching an offender red-handed is ex- 
tremely small. A Home Office study esti- 
mates that a patrolling policeman in London 
might expect to pass within 100 yards of a 


burglary in progress once every eight years, 


and even on that occasion is very unlikely to 
realise that a crime is taking place, let alone 
catch the burglar. 
So there has been much discus- 
sion of how to make it look as- 
though there are more police on the 
streets, even if there aren’t. The Su- 
perintendents’ Association, which 
represents senior officers below © 
the rank of chief constable, argues 
that officers could patrol alone, 
rather than in pairs, and detec~ | 
tives could work in uniform, 
rather than in plain clothes. 
The government is 
pushing for a closer part- 
nership between the po- 
lice and private security 
firms. The chief constable of 
Surrey, Jan Blair, has sug- 
gested that the police should 
train, accredit and “badge” ap- 
proved private security firms. As. 
the industry employs more than 
250,000 guards—twice as many: as 
there are police—that sounds like a’ 
f handy quick fix. But raising the stan- 
ie dards of private security guards to a 
fag level that would reassure the public 
wy will not be easy. More than a few of 
them have criminal records. 
Ministers say that more police could: 
be on the beat if less time were spent im 
police stations filling in forms, and in. 
court waiting for cases to be heard. To. 
that end, next week’s announcements 
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will include investments designed to make 
police more efficient, including common 
computer systems across the 43 separate po- 
lice forces. 


But there is a long way to go. Pretty much 


everybody—including senior police offi- 
cers—now accepts that the way that the po- 
lice work needs to be changed. “We are 
bogged down in a legacy of outdated rules, 
regulations and redundant practice,” the 
Metropolitan Police Commissioner, Sir John 
Stevens, told a Home Office seminar. 


The huge variation in performance be- 


tween different forces proves how much 
scope there is for improvement in much of 
the country. In 1999 the Metropolitan Police 
cleared up 27% of violent crime, compared 
with 62% in Manchester and Merseyside. 
Even within the Met, there are startling dif- 
ferences. Clear-up rates for robbery range 
from 7% in Brent to 24% in Greenwich. 











One concern is the quality of recruits. 


There are, say critics, too few clever police- 
men. Ministers are determined to introduce 
new forms of recruitment to bring in tal- 
ented outsiders. But the Police Federation, 
the policemen's trade union, is strongly op- 
posed to fast-track entry which would give 
high-fliers on short-term contracts acceler- 
ated promotion into senior ranks without 
having to serve on the beat as a constable. 
Other areas are harder still to tackle. 





the issue of unification or consolidation. 

The police have come up against reform- 
ers before—Sir Patrick Sheehy, for instance, 
who sought to introduce performance-re- 
lated pay in the early 1990s—and seen them 
off. The minister in charge of the police, 
Charles Clarke, makes it clear that the gov- 
ernment is not going to try anything too 
fancy. “We have deliberately eschewed ma- 
jor structural change on the grounds that 


Nearly half of all policemen retire early, for 
instance, supposedly because they are un- 
well. Each early retirement costs the tax- 
payer an average of £35,000 ($51,000) in addi- 
tional pension payments, besides robbing 
the force of experienced officers. 

The shape of Britain’s police force no 
longer makes much sense. Having 43 sepa- 
rate forces around the country of hugely dif- 
ferent sizes may have made sense in Victor- 
ian times, but nobody would invent it today. 
The governmentis reluctant to force through 


people focus their attention on that and not 
on what can be delivered.” Even so, the Po- 
lice Federation has refused to take part in 
talks, claiming the Home Office has a secret 
agenda that will undermine the police. 

The last thing this government wants in 
the run-up to the election is a. confrontation 
with the police. But if it wants to improve the 
performance of Britain’s police. forces, the 
first thing that it needs to charge is their 
working practices. 








RITAIN may have slipped down many 

world league tables over the past few 
decades, but it beats all other rich countries 
except Australia in one activity: crime. Ac- 
cording to a new victimisation survey of 
industrialised nations, people in England 
and Wales are at greater risk than any- 
where else of having a car stolen. And apart 
from Australia, people who live in England 
and Wales are at greater risk of being as- 
saulted, robbed, sexually attacked and 
having their homes burgled than are peo- 
ple in any other rich country. 

The results of the 2000 International 
Crime Victims Survey (icvs), published by 
the Dutch Ministry of Justice, are deeply 
embarrassing to a government which has 
promised to be “tough on crime and the 
causes of crime.” That perhaps explains 
why the Home Office, which co-operated 
on the English part of the survey, says it has 
no plans to publish the findings. 


[ vious ts oun 


2 Violent crime A 
: Australia | 
. England & Wales 
| Scotland 
: Finland 
| Northern treland | 


France 





Netherlands 
| United States 











62 


<| Northern ireland 
7 Scotland 


rk “| Netherlands 





; 4 Japan 


The survey, which asked 34,000 people 
in 17 countries about their experience of 
crime, divides the nations into three 
groups. England and Wales are in the worst 
group, along with Australia, the Nether- 
lands and Sweden. America—which al- 
though way up the murder league is quite 
moderate in other sorts of crime—is in the 
middle, with Scotland, Denmark and 
France. Among the most crime-free coun- 
tries are Finland, Switzerland and Japan. 

There are no obvious reasons why Eng- 
land and Wales should have one of the 
worst crime records in the developed 
world. The study points out that violent 
crime is higher than average there, but the 
overall pattern of offences is not unusual. 
Heavy drinking, particularly among young 
men, is certainly responsible for some of 
the violence. 

Lax sentencing policies cannot be to 
blame. England and Wales imprison a 
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other country in Western Europe apart 
from Portugal. Nor can high rates of bur- 
glary be attributed to lack of precautions. 
More houses in England and Wales have 
burglar alarms or special locks than do 
those of any other rich country. 

Criminologists, who find the survey 
results as difficult to explain as ministers, 
tend to blame the “get-rich-quick” atti- 
tudes of the 1980s. Other possible factors, 
put forward more in desperation than be- 
lief, include increased social mobility, and 
urbanisation. 

The home secretary, Jack Straw, says 
that almost half of all crime is committed 
by a hard core of 100,000 offenders. The 
government has already legislated to in- 
troduce longer sentences for “persistent 
burglars. It is now proposing to introduce 
special drug courts for drug offenders who 
are responsible for more than a third of all 
property crime. But whether any of this 
will change this country’s position in the 
crime league tables remains open to doubt. 
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British bilateral aid 
Top ten African recipients, 1999/2000 
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Aid 
Into Africa 


ADDIS ABABA 


Two generations after Britain beat a hasty retreat from its colonies in Africa, 
the government is showing renewed interest in the place 


AKE afternoon tea in Her Majesty’s hill- 

side embassy in Addis Ababa, Ethiopia, 
and Britain’s view of Africa seems remark- 
ably unchanged from half a century ago. 
Here you can survey the diplomats’ neat 
bungalows, the rows of carefully-tended 
flower beds, a fluttering Union flag and the 
uniformed guard at the front gate who de- 
livers smart salutes to visitors. Ambassadors’ 
wives play their way across the embassy’s 
sprawling golf course to the club house. The 
diplomatic chatter concerns a troublesome 
war upcountry, weak economic growth and 
the need to bolster a fledgling democracy. 

But looks deceive. Britain’s interest in Af- 
rica, which long ago turned from colonial 
ambition to wilful neglect, may be changing 
again. Surprisingly, this government is inter- 
ested in the dark continent. Tony Blair spoke 
atthe United Nations in September of “a dis- 
mal record of failure in Africa on the part of 
the developed world, that shocks and 
shames our civilisation”. He visited South 
Africa in 1999, and sees partnership with 
that country’s leader, Thabo Mbeki, and Ni- 
geria’s President Olusegun Obasanjo, as cru- 
cial to any African revival. He now trumpets 
an effort with British companies such as 
Marconi to get new technology and skills to 
Africa’s poor, especially to students and 
would-be teachers who can be taught and 
trained online. 

More significantly, the government 
backs debt relief for 22 of the world’s poorest 
and most indebted countries, most of them 
in Africa, which is slowly getting results. 
Most credit for that campaign goes to an alli- 
ance of non-governmental and church 
groups, known as Jubilee 2000, whose en- 
thusiasm the government wants to harness 
in a campaign to improve children’s health 
and education, again mainly in Africa. 

By working with such groups, by sec- 
onding NGo workers to official jobs and by 
letting them influence policy, the govern- 
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ment has won the approval of many Af- 
ricanists and aid workers. “There has been 
real progress on the debt issue and the gov- 
ernment has tried to do some fundamental 
thinking about development,” enthuses 
Mark Goldring, head of Voluntary Services 
Overseas, a group which operates in 74 
countries, many African. 

That means doing more than doling out 
ever more miserly dollops of aid to favoured 
stricken countries. Since the end of the cold 
war, Britain’s aid spending, along with most 
of the rich world, has declined steadily and 
has been below 0.3% of cpr for the past five 
years. But since 1998, overall spending hasin- 
creased again, and a policy of reducing pov- 
erty in the most destitute countries means 
that Africa’s pot has grown gradually (see 
chart). Africa got just £346m ($500m) from 
Britain in bilateral aid in 1997-98. Two years 
later it gets £499m, and roughly as much 
again is given as multilateral aid, funnelled 
through institutions such as the European 
Commission or the World Bank. 

The biggest recipients are Anglophone 
and members of the Commonwealth. 
Uganda, Tanzania and Ghana (where Clare 
Short, the development minister, is visiting 
this week) got nearly £200m between them 
last year. But that means some of the poorest 
parts of Africa, such as Angola, Niger and 
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ued dissatisfaction that too much aid is tied 
to purchases of British goods or services, or 
to the employment of British people. These 
sorts of subsidies almost always make aid 
less efficient, say groups such as Action Aid. 
But Mrs Short is now working to untie Brit- 
ain’s help and to persuade other countries to 
do the same. 

That is one aspect of her development 
bill, which has surprisingly been given par- 
liamentary time ahead of the expected May 
election. It is light on details, but nobly as- 
pires to “make globalisation work for poor 
people”. Africans will watch to see if that 
means anything—whether, for instance, Af- 
rican exports will get duty-free access to Brit- 
ish (and European) markets and whether 
subsidies to Europe’s farmers will be cut so 
African exports can compete. If not, trade 
with Africa is unlikely to grow and aid de- 
pendency is unlikely to decline. 

The most dramatic sign of Britain’s com- 
mitment to Africa has been the deployment 
of several hundred soldiers to Sierra Leone to 
train and equip that government's army and 
to deter more rebel attacks on the capital, 
Freetown. Other Britons are training the po- 
lice force. They are likely to remain for at least 
another year and ordinary Sierra Leoneans 
are extremely happy that the British are 
there. But the debacle of British mercenaries 
using British weapons in Sierra Leone in 1998, 
and the kidnapping of a group of British sol- 
diers by rebels last year, show the political 
risk being run there. 

In contrast, Britain’s reaction to genocide 
in Rwanda in 1994—along with the rest of the 
world—was first to ignore it and then to help 
prevent the un from intervening forcefully 
to stop mass killings. Britain followed the 
lead of America, which had decided not to 
intervene in Africa again after a failed in- 
volvement in Somalia. But despite America’s 
continued fear of the continent, Britain now 
dares step into the breach, at least when in- 
vited to do so by the government of its for- 
mer colony, Sierra Leone. It would be less 
willing to intervene if civil war resumed in 
Zimbabwe, for example, as relations with 
that governmentare at rock bottom. 

That country shows how testy Britain’s 
relations with former colonies can get. As in 
Zimbabwe, ssc journalists are often the first 
to be criticised or booted out by aggrieved 
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In defence (seriously) of cynicism and apathy 


È li atei BLAIR suddenly has a bee in his bonnet about cynicism 
and apathy. He railed against apathy last month in a speech in 
London. He railed against cynicism last week in a speech in Glas- 
gow. Cynicism and apathy, he says, make voters believe thatnoth- 
ingever changes, that allgovernmentisequally bad, that all politi- 
cians are the same and that there is no hope. The prime minister 
does not believe that people are reaching these conclusions on 
their own. He says the Conservatives are to blame. It seems they 
are spreading caa deliberately, as part of “a backdoor strategy” to 
discourage people from voting. It is the job of every Labour sup- 
porter “to play a role in defeating this cynicism.” 

The Tories, alas, plead innocent. When asked, they too say that 
C&A are bad things. So it falls to 
Bagehot to defend these underva- 
lued virtues. Cynicism and apathy 
have a bad name, but they are parts 
of the body politic’s immune sys- 
tem. They keep democracy healthy. 

Cynics, it is true, have changed 
since Antisthenes and his followers 
barked at the folly and injustices of 
ancient Greece. The modern cynic, 
less high-minded, has inherited 
mainly an intuitive suspicion of mo- 
tives. With a couple of hundred ex- 
tra centuries of data to go on, he ap- 
plies an automatic discount to what 
politicians say. To take a small ex- 
ample, a cynic might notice that a 
low turnout will probably help the 
Tories win a few extra seats in the 
coming election. He then asks 
whether Mr Blair’s sententious on- 
slaught on caa is really just a (cyni- 
cal) way to push Labour’s turnout 
up. Bagehot does not presume to an- 
swer. But at least such questions 
help voters to put the right value on 
the assertions of politicians. 

In fairness, this may not be the 
sort of cynicism Mr Blair is com- 
plaining of. Who minds about 
healthy scepticism? The prime min- 
ister’s particular objection is to the sort of cynicism that says all 
government is equally bad, politicians are all the same and noth- 
ing ever changes. Such notions are plainly unwelcome if you hap- 
pen to believe that you are the best of all possible prime ministers 
busy creating the best of all possible Britains. But that does not 
make them altogether wrong, or always wrong. Right now, in Brit- 
ain, the cynics who think this way have an unusually strong case. 

Politicians are all the same? No. But Labour has helped to make 
them look the same. In opposition, it deliberately blew a few epi- 
sodes of Tory sleaze out of all proportion in order to taint the whole 
of John Major's government with them. This made voters cynical 
about the Tories. In government, however, Labour’s own actions— 
the serial disgracings of Peter Mandelson, the aggressive quest for 
political donations, the blind eye turned on perceived conflicts of 
interest—have made voters cynical about politicians in general. A 
recent Nop survey found that 49% believe that Labour politicians 
“give the impression of being very disreputable”, 2% more than the 
Tories. That reverses the position before the last election, when the 
Tories were seen as “sleazy” by three times as many as Labour. 





But sleaze is the least of it. A bigger reason why cynics consider 
politicians all the same is that, increasingly, their policies are all the 
same. Mr Blair said recently that he admired much of the Thatche- 
rite “settlement” of the 1980s, but intended to make Britain more 
socially mobile than she was able to. This is a vision to which Wil- 
liam Hague would happily subscribe as well. Deep down, Mr Blair 
may believe in higher public spending. Deep down, the Tory 
leader may believe, as Lady Thatcher did, in rolling back the state. 
But how can anyone tell? Mr Blair stuck to Tory spending plans for 
the first half of his administration, and Mr Hague now says that a 
Conservative government would match Labour’s promised in- 
creases on health, education, policing, transport—whatever. You 
can hardly slide a scalpel between 
the parties’ programmes for the Na- 
tional Health Service. They are as 
authoritarian as one another on asy- 
lum and criminal justice. Both be- 
lieve in an independent central 
bank, a minimum wage, and so on. 

It is no sin in democracies for 
parties to converge on the centre. 
When they do, voters still have a 
choice to make, on credibility or 
competence, between the compet- 
ing teams. But when Blatcherism 
seems the only choice on offer, Mr 
Blair’s “cynics” are entitled to sus- 
pect that little else will change even 
if the government does. 

They are also entitled to stay 
home on polling day. When Mr Blair 
rails at “apathy”, he really means 
failure to vote. But voter turnout and 
apathy are different things. Turnout 
has been in decline in most democ- 
racies for decades: it has nothing to 
do with any “backdoor strategy” by 
British Conservatives. Particular cir- 
cumstances can make things worse: 
Labour voters abstained in droves 
from the 1998 Welsh Assembly elec- 
tions after Mr Blair’s (cynical) at- 
tempts to gerrymander an internal 
leadership contest. In general, however, falling turnout has bigger 
causes: weaker loyalty to parties; less faith in the ability of conven- 
tional politics to deliver change; more interest in promoting spe- 
cial causes, be they greenery or foxhunting, outside the parliamen- 
tary system. Is this “apathy”, or even bad? Not necessarily: Pippa 
Norris, of Harvard University, has hailed the rise of a new breed of 
“critical citizens” who feel that existing channels of participation 
fall short of democratic ideals and want to reform them. 

When Mr Blair makes his big speeches, there usually comes a 
moment when his inner eye glimpses the New Jerusalem. His 
outer eye moistens. His voice trembles. Is he faking it? It is impossi- 
ble to say. And it makes no more sense to accuse him of it than it 
would to accuse Olivier of faking Hamlet. Actor and politician de- 
ploy the skills their respective crafts require. But voters need not 
pretend that they see the New Jerusalem too. Indeed, their duty 
leans the other way. Given what they know about the mixed mo- 
tives of politicians, and about the unintended consequences of 
even the best-intentioned of policies, they would be mad to sus- 
pend their disbelief. If this is a counsel of cynicism, so be it. 
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We wanted to switch on more people to our 
pbme entertainment products. To give our 
siness a surge of energy. Easy access to 1.5 
llion new consumers seemed like a good place to 


art. A stable tax-free business environment free 


At this point we moved our 


electronics business 
to Jebel Ali Free Zone. 


of bureaucracy was another obvious attraction. As 
was the easy availability of labour, warehouses, and 
a sophisticated infrastructure. World class port 
facilities, close proximity to an international 


airport, efficient administrative and engineering 


services, and unbeatable business incentives within 
a growing economy completed what we felt were 
the ideal set of components. And since we mov ed 
down to the Jebel Ali Free Zone, our fortunes 


seem to have gone only one way. Up. 
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ASSANDRA would have been stumped by 

South Africa. How easy it was, in the long, dark 
days of apartheid, to predict catastrophe, only to be 
assured by South African boosters that all was well, 
and by apologists abroad that constructive engage- 
ment would in time make all well. The voices of 
complacency were wrong. Yet so too were those that 
foretold a bloodbath. Of all the horrors of the 2oth 
century, South Africa’s was unique: it did not hap- 
pen. Against that achievement, any subsequent 
shortcomings of the country’s new rulers should 
perhaps be judged tolerantly. 

The catastrophe that did not happen was not, 
however, the end of the story. Another catastrophe 
is stepping in to take its place, and this one will not 
be averted by anything less than a miracle. It is 
wrought by Arps. 

The shadow of aips hangs over almost every as- 
pect of South African life. It is not visible yet, at least 
not to most people, who see South Africa as a soci- 
ety fizzing with vitality. It is also a country of ex- 
traordinary beauty, with mountains, beaches, veldt 
and forests—never mind the animals and birds that 
inhabit them—that would be hard to match any- 
where. Even the squatter camps that litter the flats 
below Cape Town are set in the most spectacular 
surroundings, restless sea on one side, motionless 
mountains on the other. But already people in these 
camps are dying of arps. If the low forecasts are cor- 
rect, the disease will send “only” 4m South Africans 
to a premature grave in the next ten years. If the pes- 
simists are right, it will have killed as many as 6m by 
2010, when the epidemic is expected to reach its 
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Africa's great black hope 


peak. That would mean that Arps would have 
claimed as many lives as Hitler’s Holocaust, in 
South Africa alone. 

By international standards, and certainly by Af- 
rican ones, South Africa is not poor; it is a middle- 
income country. But even a rich country would find 
it hard to deal with an arps epidemic on the scale of 
this one. As it is, the government has plenty of other 
problems to contend with. The “middle-income” 
description disguises extremes of wealth and pov- 
erty that are rivalled only in Brazil: South Africa is 
really both a first-world and a third-world country, 
the rich part mostly white, the poor part mostly 
black. The government, quite properly, wants to re- 
duce this difference, and it is in a hurry. 


Catching up 

That is partly because it started late. South Africa 
had to wait until 1994 for democracy, and the 
chance it brought that the majority's wishes would 
be listened to. Most of the rest of sub-Saharan Africa 
had had 30 years or more of self-government by 
then. For the black,* Indian and Coloured (mixed- 
race) population, that was not just an extra 30 years 
of suffering and oppression; it was 30 years of ra- 
cially skewed government, whose legacy in terms of 
uprooted families, neglected education, malnour- 
ished children and a general misallocation of 


*In these pages, “black” is used to describe people of black African 
descent, though the ruling party describes them as “African”, prefer- 
ring to use “black” as a collective expression for all people of African, 
Indian and mixed-race origin. 
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passed since the 
end of apartheid. 
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government's 
efforts, too many 
South Africans still 
lack access to 
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land and other 
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iped dream 


Fortunately, the long wait for freedom brought 
benefits as well as costs. It provided time in which to 
see how other, similar countries had coped with 
self-government. And it brought goodwill, not least 
because South Africa was blessed with the leader- 
ship of a statesman of heroic proportions. 

Twenty-seven uncompromising years in prison 
would alone have been enough to ensure the 
world’s admiration for Nelson Mandela. Yet he went 
on to live up to almost all expectations, however un- 
reasonable. Lucky the country whose president, 
after suffering so much, could publicly welcome 
both the prosecutor and the judge who had sent 
him to jail at the Rivonia trial in 1964. The spirit of 
generosity seemed to characterise not just Mr Man- 
dela but the new South Africa as a whole. 

Thus cursed, thus blessed, that new South Africa 
is almost seven years old. Not surprisingly, much 
has changed in seven years, and not just at the 
southern extreme of the continent. Too much of the 
change farther north, though, has been bloody and 
impoverishing. Fighting has ravaged one country 
after another, engulfing the centre of Africa. And the 
most terrible genocide of the second half of the 2oth 
century has taken place in Rwanda. Most recently, 
South Africa’s northern neighbour, Zimbabwe, has 
abandoned the rule of law as its ageing autocrat, 
Robert Mugabe, has taken ever more desperate 
measures in his efforts to cling to power. Never 
mind that some good changes have taken place too. 





The general direction in Africa has been down. 

South Africans are well aware that all is not well 
to the north, and that realisation contributes to the 
sense that their own country is on trial. High hopes, 
after all, attended its transition to democracy. It has 
huge mineral wealth, roads, railways, ports and con- 
nections to the rest of the world unrivalled in Africa. 
No wonder, therefore, that as one country after an- 
other adds to the general sense of disillusion, more 
and more seems to be expected of South Africa. Af- 
ricans flock there. It has become the continent's 
great black hope. Yet there is also fear—fear of aros, 
of unemployment, of a future under a different 
president, Thabo Mbeki, without the reassuring Mr 
Mandela, fear, in short, of failure. 

This survey will offer a progress report. It will in- 
vite you to imagine that you had been put in charge 
of South Africa seven years ago, as white rule gave 
way to democracy, and will presumptuously as- 
sume that you would have chosen to try to: 

e Promote the material, educational and political 
advancement of those who were for so long denied 
their rights by apartheid. 

e Manage the economy responsibly, to provide 
economic growth and the jobs that come with it. 
Help South Africans of all colours to come to terms 
with the past. 

¢ Keep the whites contented and, where possible, 
redress wrongs done to other minorities. 

e Thus confound Cassandra and show that African 
countries are not all destined to go wrong. 





The bare necessities 


ARTS of KwaZulu-Natal may look like the Scot- 

tish borders and parts of the Western Cape may 
look like California, but this is Africa, and most 
South Africans are poor. In 1996—no up-to-date fig- 
ures exist—57% were living in poverty. That, how- 
ever, may have represented progress: black house- 
hold incomes had risen by 9% in real terms over the 
previous five years. 

The government says that, thanks to its efforts 
since 1994, some 9m more people now have access 
to clean water and about 15m more households 
have access to electricity. Moreover, it has built 
nearly 1m houses for people who had no formal 
shelter before. It has provided a free peanut-butter 
sandwich a day for every child at primary school, 
ensuring a minimum of nutrition. And it has intro- 
duced basic pensions for the elderly poor. 

It can take some pride in these figures, even if 
they do not tell the full story. For a start, much re- 
mains to be done. More than 3m households (out of 
10.7m) still have no electricity, and 8m people (out of 
43m) still have no access to clean water. Moreover, 
too much of the water that is piped leaks away be- 
fore it reaches the tap. Too much arrives contami- 
nated, and too much is used wastefully because it is 
cheap for the rich and expensive for the poor 
(though the government is working on that). 

One difficulty is that South Africa is, at least 
nominally, a federal state with nine provincial gov- 
ernments. Although seven of the nine are run by the 
African National Congress (anc), which also dom- 
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inates the national parliament (winning 266 out of 
the 400 seats at the general election in June 1999), 
they vary widely in competence and therefore in 
their ability to carry out national policy. The Eastern 
Cape, for instance, and Mpumalanga, both anc- 
run, spent hardly any of their capital budgets for 
housing in the first six months of the past fiscal year. 

A similar incapacity afflicts even parts of the na- 
tional government, notably the Department of 
Health. It failed to spend 28% of its budget for hospi- 
tal rehabilitation last year and, with its provincial 
counterparts, allowed 12% of its allocation for the 
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country’s nutrition programme to go unspent. In 
other words, thousands of children are not getting 
their daily peanut butter. Lots of pensioners, too, do 
not receive their pensions, either because of incom- 
petence or because of theft by local officials. And 
though the government wants to increase the local 
authorities’ spending by 15% over the next three 
years, it openly recognises that they may not be able 
to make use of the money. “We must not assume 
that the [municipal governments] will actually func- 
tion,” says the local-government minister, Fholisani 
Sydney Mufamadi. 

In such circumstances, many South Africans 
will have to fend for themselves, perhaps by doing 
what their forebears have done for generations: 
farming. Some 46% of the population live in rural ar- 
eas, and probably most of the urban 54% have 
strong ties to a village or country community. For all 
South Africans, therefore, the land is a matter of im- 
portance. Yet in the days of apartheid, it was largely 
denied to blacks, Indians and Coloureds: about 70% 
of the country—the most fertile and desirable ar- 
eas—were reserved for the 15% of the population 
that was white. Indeed, if government-owned land 
was included, the whites owned 87%. 


Righting past wrongs 

South Africa’s new masters have taken a three- 
pronged approach to changing all that. Their aim is, 
first, to redistribute white-owned land on a willing- 
seller-willing-buyer basis or, where expropriation 
seems justified, to pay market-based compensation. 
Second, to reform the tenure system, particularly in 
the former “homelands” assigned to blacks. Third, to 
restore land to people, or their descendants, who 
were dispossessed of it in the 80 years after 1913, 
when the first discriminatory Land Act was passed. 
Some 65,000 claims were lodged under this restitu- 
tion scheme before December 1998, the cut-off date. 

Progress in each of the three programmes has 
been slow. Although the hope is to redistribute 30% 
of the country’s farmland by 2014, only 0.81% had 
been transferred to blacks by the end of last year. 
The mainly white farmers’ union, Agri sa, blames 
bureaucracy, pointing out that about 6% of the 
country’s farmland is sold each year to anyone who 
wishes to buy it, the government included. The 
mainly black National African Farmers’ Union says 
that most of this land is expensive and poor, and 
calls for expropriation. It has, it says, 23,000 mem- 
bers eager to farm commercially. But land has not 
been a political priority: the 837m rand assigned to it 
for the current year will not go far. Moreover, the 
government has decided that the rural poor should 
get no more in land grants than their urban counter- 
parts get for housing. The consequent 15,000 rand 
per household does not buy much more than a 
hectare (2.5 acres) of good irrigated ground. 

The tenure-reform programme has not per- 
formed much better. A badly drafted act in 1997 
greatly strengthened tenants at the expense of own- 
ers. However, the ensuing grumbles have been tri- 
fling compared with those generated by the restitu- 
tion programme, whose first four years saw the 
resolution of fewer than 50 claims, though the total 
has now risen to about 6,500. Such claims have been 
settled through the courts, a procedure involving le- 
gal standards of ownership that are hard to prove: 
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tenure is often held communally rather than indi- 
vidually, and usually no title deeds existed at the 
time the land was taken. Moreover, even today there 
is much disagreement about whether land should 
be held by chiefs or by individuals. 

This dispute divides many organisations, the 
ruling party included. Patekile Holomisa, the ex- 
chairman of the parliamentary committee on land 
affairs, is, for instance, at odds with many of his anc 
colleagues, and at one with many members of the 
mainly Zulu Inkatha Freedom Party. He, like Mr 
Mandela, belongs to a branch of the Thembu royal 
family, and heads Contralesa, the staunchly patriar- 





Ladd of whose fathers? 


chal Congress of Traditional Leaders of South Africa. 
The good news is that a speedier restitution pro- 
cess is now in prospect, after the settlement of a 
claim by the people of Chatha in a part of the East- 
ern Cape that was once the “homeland” of Ciskei. 
The settlement, last October, was reached not 
through a court of law but through an “indaba”—a 
talk-in or pow-wow—and the signs are that this will 
now become standard practice under the incum- 
bent minister, Thoko Didiza. It holds out hope for 
the settlement of many more claims involving re- 
movals under “betterment” programmes, the name 
given by apartheid governments between the 1940s 
and 1970s to forced resettlements in “black” areas. 
Perhaps 3.5m South Africans were forcibly dis- 
placed by their government between 1960 and 1982. 
Most of them are remarkably patient in awaiting 
compensation. There is some pressure for more rad- 
ical measures, but much of it comes from black 
farmers, who simply want more land, not from the 
landless, who are largely unorganised. Article 25 of 
the constitution gives clear guarantees about prop- 
erty rights, which ministers are quick to point to 
when asked about the possibility of farms being ex- 
propriated, as they have been in Zimbabwe. And 
certainly, though some land encroachment takes 
place, no widescale invasion seems likely in South 
Africa. Even so, Zimbabwe has shown that land can 
stir strong emotions—and can readily be used by 
demagogues as a racially divisive issue. 
A 
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A more coherent 
education system 
is slowly taking 
shape 





RATHER more cheerful tale can be told about 

education, which accounts for a bigger share of 
the national budget than anything else: it will take 
21% of government spending in 2000-01, or 5.7% of 
GDP. Not that spending alone can be considered a 
measure of educational success. If it could, the 
apartheid governments could have claimed a few 
gold stars: latterly, they used to spend almost 20% of 
the budget on education. The trouble was that about 
85% of the total went on educating whites. 

The upshot is that today South Africa has some 
of the best state schools in the world, and some of 
the worst. Kader Asmal, the minister of education, 
says that 30% of the country’s schools are not fit to be 
used; 40% do not have water; 50% do not have elec- 
tricity. Still, wonderful results can be obtained even 
in the most wretched of premises, and often are. 
Elizabethfontein school in the Western Cape, for in- 
stance, can be reached only on foot or with a four- 
wheel-drive vehicle. Many of its pupils suffer from 
fetal-alcohol syndrome and none, until recently, 
had ever seen such a commonplace object as a mir- 
ror. Yet, thanks to the efforts of its principal, Mrs van 
der Vyver, it carried off the national award for pro- 
gress in primary-school literacy last year. 

Good teachers are essential to good education. 
Unfortunately, in its well-intentioned efforts to re- 
organise the system, the government has lost many 
good teachers while keeping 
many bad ones. First it chose to 
set national pupil-teacher ra- 
tios; then it offered generous 
incentives to teachers in over- 
staffed schools to leave, only to 
find that it was the most enter- 
prising ones who went. The 
policy was overturned after it 
was challenged in court by 
Helen Zille, the provincial edu- 
cation minister in the Western 
Cape, but too late. In the past 
three years, her province has 
lost 8,000 teaching posts, and 
now faces an acute shortage of 
good teachers. 

A second mistake was the 
governments decision to 
adopt an “outcomes-based” education programme. 
All teachers, recast as “facilitators of knowledge”, 
were required to take part in a “constructivist revo- 
lution”, partly based on the ideas of Lev Vygotsky, a 
Marxist psychologist of the early Soviet era. Fortu- 
nately, Mr Asmal, who took over as minister of edu- 
cation only in 1999, is trying to change the curricu- 
lum in favour of something more appropriate to the 
country’s needs—to the fury of many in the Anc, 
not to speak of its allies in cosatu (the Congress of 
South African Trade Unions) and the main teachers’ 
union. And he is having some success: the propor- 
tion of students—known these days in politically 
correct South Africa as “learners”—who matriculate 
from secondary school rose from 49% in 1999 to 58% 
last year. Unfortunately, some of that increase was 
caused by forbidding most of those who had failed 





Shall we watch TV instead? 





papers the previous year to retake them. 

The fault cannot all be laid at the government's 
door. This generation of South African youth is still 
infected by many of the ideas current among the 
“lost generation” of students, the ones who boy- 
cotted school in favour of opposing apartheid, often 
chanting “Freedom now, education later!” That slo- 
gan was replaced by “Pass one, pass all!”, a demand 
that if one member of a class should make the grade, 
then all should be considered to have done so too. 
The result is that education in South Africa is often 
regarded as a right that comes without any special 
personal effort, or even without attendance at 
school. 


Splendid in theory 


South Africa compares splendidly with other coun- 
tries in many education tables. unesco reckons that 
133% (yes, really) of the relevant age-group attend 
primary school. Reality is all too often different. 
When Mrs Zille visited a school in her province not 
long ago, 700 out of the 1,300 pupils were absent, as 
were ten out of the 46 teachers. The experience was 
not unusual. Some children may be required to help 
at home, but too many stay behind to watch televi- 
sion, or simply wander round their township. 

The general picture, however, is of good primary 
education, much more mixed secondary education, 
and even more troubled uni- 
versities. The formerly white 
institutions, such as the uni- 
versities of Witwatersrand and 
Cape Town, are excellent; sev- 
eral of the historically black 
ones are atrocious. The Univer- 
sity of the North, for instance, 
which was one of the few uni- 
versities for blacks under 
apartheid and a hotbed of op- 
position to the Nationalist gov- 
ernments that ruled from 1948 
to 1994, “is deteriorating rap- 
idly by the day”. It suffers from 
“total lack of leadership, pol- 
icy, vision and direction; a suc- 
cession of weak and ineffec- 
tive management teams...low 
morale...racism...unbridled factionalism, personal 
hostility and self-interest” and a dozen other damn- 
ing shortcomings. That, at any rate, was the judg- 
ment last September of Professor R.T. Nhlapo, who 
was asked by the minister to produce an indepen- 
dent report. Top of his list of possible remedial mea- 
sures was to close the place down. 

If that is, luckily, not the general picture, it is still 
fair to say that higher education is widely seen as an 
end in itself. University life brings a relatively com- 
fortable existence, largely at the taxpayer’s expense. 
Arts subjects such as philosophy are still far more 
popular than maths or science. And the longer the 
process can be spun out, the better—whether or not 
fees are paid or exams passed. This hardly amounts 
to the training needed for a globalised economy. 


— 7 = m 
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The endless assault 


HAT is the value of a school, it may be asked, 

if it is constantly burgled, or if its pupils go in 
fear of being attacked on their way home? That is 
not an idle question for the people of Kuils River 
outside Cape Town, where five children aged be- 
tween five and 12 were murdered within a month 
last summer. The crime wave that so terrifies white 
South Africans and visitors from abroad in fact in- 
flicts far more suffering on the poor than on anyone 
else. It is, at present, a problem without a solution. 

The number of crimes, especially rape, car- 
jacking, serious assault, housebreaking and com- 
mon robbery, has been increasing since 1996, and 
the trend has been sharply upwards since 1998 (see 
chart 1), Though the murder rate has been falling 
thanks to a reduction in political thuggery—the 
rates for other kinds of violent crime have all been 
rising: in 1999, about a third of all reported crimes 
were violent, and the number had increased by over 
9% on 1998. 

Why should South Africa have become one of 
the most violent countries in the world? One answer 
is that it was always violent: apartheid was a system 
based on violence, whether it was a matter of for- 
cibly uprooting people, herding migrant labourers 
into hostels or beating confessions out of suspects. 
Another is that much of the violence is alcohol- 
related, and here too, especially in high-crime areas 
like the Northern Cape, the legacy of the past may 
be partly to blame: the white farmers’ practice of 
paying part of labourers’ wages in the form of a pap- 
sak of wine encouraged a culture of drunkenness 
that persists to this day. 

Mamphela Ramphele, once a black-conscious~ 
ness activist, more recently vice-chancellor of the 
University of Cape Town and now at the World 
Bank, has other explanations for the violence that 
she says “is part of the everyday reality of the lives of 
children and adults in South Africa”. Black men, she 
believes, were systematically humiliated by apart- 
heid. It kept them subordinate (black men were 
commonly called “boys”). It undermined their role 
as protectors (their wives and children were often 
dumped in distant “homelands”). And frequently it 
prevented them even from providing for their fam- 
ilies (ill-educated, many men were too proud to do 
menial jobs, leaving the women to act as bread- 
winners), The net effect was to rob them of their 
very manhood. Today, “their only escape from 
complete powerlessness is the control they exercise 
over African women and children.” 


Old habits die hard 


The years of struggle did not help. Indeed, the de- 
fiance of authority that grew in the latter years of 
apartheid has continued, and with it even the old 
hatred of the police: about 200 police were mur- 
dered in 1999, roughly as many as in 1992-94. 
Tourists can take comfort from the statistic that 
about half the country’s murders are committed by 
people who know their victims. One study of crime 
in rural areas revealed that 72% of the victims of 
violent crime and over half the victims of vandalism 
knew the offender. It also revealed that 60% of the 
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respondents in the survey had been the victim of at 
least one crime between 1993 and 1998. 

Attacks on farms, especially in Gauteng, Mpu- 
malanga and KwaZulu-Natal, have been growing in 
number, from 433 in 1997 to 809 in 1999; anecdotal 
evidence suggests even more in 2000, Often such at- 
tacks on white farms are violent, and unnecessarily 
so for the purposes of burglary. In 1999, they in- 
volved 137 murders, some of them committed by in- 
truders who had deliberately awaited the arrival of 
their victims. Martin Schonteich, of the Institute for 
Security Studies (1$s) in Pretoria, does not, however, 
think they were necessarily political, even if some 
are motivated by revenge. 

What can be done? One pro- 
blem is the quality of the police. 
Some are corrupt, many are un- 
trained, more are under-equipped. 
About a quarter are functionally il- 
literate and 10,000 do not have a 
driving licence to allow them to get 
to the scene of a crime, even if they 
are lucky enough to have access toa 
car that works. The police may also 
be brutal, to put it mildly. In the 
three years to March 2000, they 
killed about 1,550 people-—com- 


force killed in the 35 years to 1994. 
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Perhaps one reason why the 
police seem so trigger-happy is that 
they see the weakness of the crimi- 
nal-justice system, which lost 500 
out of its 1,800 prosecutors between 
1994 and 1996. Criminals see it too. 
They know they are unlikely to be 
caught, still less convicted. Of the 
2.2m crimes reported to the police 
in 1998, almost half were considered 
“undetected”, meaning that the evi- 
dence was insufficient or that the 
suspect had disappeared. Half a 
million more were withdrawn, 
leaving 524,000 cases that reached 
court. Of these, 203,000 resulted in a 
conviction. They did not always in- 
volve the most serious crimes. 
Nearly 88% of drink-driving cases 
reached court in 1998, and 86% of 
drug cases; but the rates for murder 
were 46%, for rape 45% and for car- 
jacking just 7.5%. 

The cost of crime to business 
and private individuals is huge— 
about 40 billion rand in 1996, ac- 
cording to a study that year. The 
only group to benefit is the bur- 
geoning security industry, whose 
turnover has risen from about 1.2 
billion rand in 1990 to 11 billion in 
1999. The budget for the police this 
year, for comparison, is only about 
15.5 billion rand. 

The government is not obli- 
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But will the case ever get to court? 
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vious to all this. That 15.5 billion rand for the police, 
although less than it might be, is over five times as 
much as it was ten years ago. A new elite force for in- 
vestigation, prosecution and intelligence, known as 
the Scorpions, has recently been set up. Some fear 





that these relatively well paid police will de- 
moralise the rest of the force, partly because 
they will be able to pick the most interesting 
and headline-grabbing cases to pursue. But 
they may help to reduce the number of 
cases that never reach court, or are thrown 
out on technicalities. So, too, it is hoped, will 
the appointment of Bulelani Ngcuka at the 
head of a new prosecuting authority. He is 
expected to fight for his staff and thereby 
raise their morale and effectiveness. More- 
over, he will be fortified by a battery of new 
laws, mandating minimum sentences, 
tightening bail and so on. Yet there are no 
signs of the crime wave abating. 

Moreover, the extent to which violence 
is now an everyday problem for many peo- 
ple, especially women, suggests that family 
life, and therefore society at large, is under 
threat of complete breakdown. Some 17-25% 
of women are said to be in abusive relation- 
ships; one woman is killed by her partner 
every six days. “Violence, particularly sex- 
ual violence, directed at women and chil- 
dren, tends to be the dominant form of 
communication to assert the right to claim the enti- 
tlements which the male body has been promised,” 
says Ms Ramphele. This may prove to be the most 
destructive of all apartheid’s legacies—and the most 
difficult to eradicate. 





The cruellest curse 


OR over a decade, South Africa has been a coun- 

try in denial. The result is that it now has more 
HIV-positive people than any other in the world. It 
is at last coming to terms with the appalling conse- 
quences of this plague, yet its government remains, 
in the words of a top official in the international war 
against Arps, “the most difficult country that we 
have to deal with anywhere”. 

Alps came later to South Africa than to many 
countries farther north; the first case to involve a 
black South African appeared only in 1987, and the 
epidemic did not really begin until 1993. Little is 
known for certain about how many people are now 
infected, and all forecasts involve some speculation. 
But the Ministry of Health reckons that 2.5m people 
are HIV-positive, and UNAIDs (the United Nations’ 
arps body) puts the figure at 4.2m people—nearly a 
tenth of the population. A study for ınG Barings last 
year predicted 8m infections by 2005. A study by 
Abt Associates, a Johannesburg consulting firm, 
forecast the number of deaths attributable to Arps 
at 354,000-383,000 in 2005, rising to 545,000-635,000 
in 2010. Average life expectancy is set to fall from 60 
years to 40 by 2008. 

Scarcely any aspect of South African life will be 
untouched by an epidemic of this size. The cost in 
terms of personal misery is unimaginable. Some of 
the other consequences can, however, be guessed at. 

Since the young, and especially young women, 
are particularly vulnerable to Arps, and since hus- 
bands and wives infect each other, South Africa will 
see a vast increase in the number of orphans: 2m 


perhaps by 2010, many themselves infected at birth. 
Traditionally in Africa, such children would be 
looked after by relations, but many South African 
families are already dysfunctional and, in any event, 
the numbers are likely to prove overwhelming. 

This will put a huge strain on the extended fam- 
ilies that do take in orphans—and bring a huge in- 
crease in the numbers of children living on the 
streets. Orphans are much more likely to commit 
crimes than other children. They are much more 
likely to join street gangs, play truant and escape 
any form of training. If they are also H1v-positive, 
they may well feel they have no stake in society, 
making them all the more likely both to commit 
crimes and to be fearless about being caught. 

Will the health-care system be able to cope? No. 
It costs over $10,000 a year to treat an HIV patient 
with the anti-retroviral drugs that have turned Arps 
in the West from a disease that causes imminent 
death into one that is merely incurable. With 4m 
sufferers already, treating them all is out of the ques- 
tion. However, in their dying days aps patients will 
have to be looked after. This is likely to push up the 
public-sector health bill from roughly 28 billion 
rand this year to roughly 38 billion in 2010. Over half 
of that sum will be going to the treatment of Hrv- 
related illnesses (see chart 2, next page). It may take 
longer to see the effects on the private-sector system, 
which covers about 20% of South Africans, but Arps 
could increase the bill by well over a quarter in 2010. 
Medical-insurance premiums are rising (as are 
costs), to the alarm of an already struggling industry 
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that is now obliged by law to accept all who apply. 
Many other parts of the economy will also be af- 
fected. The United Nations expects the epidemic to 
knock 0.3-0.4% off the growth rate each year, mak- 
ing South Africa’s Gpr in 2010 17% (or $22 billion) 
lower than it would have been otherwise. Not all 
industries, however, will suffer severely. The gold- 
mining companies, for instance, among the few to 
have thought seriously about the consequences of 
A1ps, are fairly confident that they can cope, even 
though many of their workers are infected. One of 
the big ones, Gold Fields, reckons that when the 
death rate for its miners is at its highest, it will be los- 
ing 2.5-3% of its workforce each year—a lot, but 
much less than the 35% turnover in the days of the 
migratory-labour system in the mines. 


Missing persons 


Productivity will suffer, though, especially in the fi- 
nal months of a worker’s life, and when his col- 
leagues take time off to attend his funeral, possibly 
in a distant rural area. Some companies will lose 
40-50% of their workforce in the next ten years, and 
the cost of an average set of risk benefits (death ben- 
efit, spouse’s and disability pensions) is likely to 
double, if not triple. Paradoxically, some capital- 
intensive industries may be more vulnerable to Arps 
than labour-intensive ones. Coal mining, for in- 
stance, needs skilled workers to operate sophisti- 
cated equipment; when they die, they may be hard 
to replace. But the sharpest economic effect, says 
Abt Associates, will probably be on the distribution 
of wealth: arps strikes all, but the poor carry the 
greatest burden. 

Why should nrv have swept through South Af- 
rican society so quickly? In 1990, the rate of infection 
in both South Africa and Thailand was less than 1%. 
Today it is about 2.2% in Thailand but probably well 
above 10% in South Africa. In Thailand, however, it 
has proved relatively easy to conduct public-aware- 
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ness campaigns, chiefly because so much sexual ac- 
tivity takes place in brothels. In South Africa sex is 
shrouded in mystery, but it has plainly not been 
conducted safely. arps has spread so fast partly be- 
cause many men are still migrant workers, who 
sleep with prostitutes and then go home to infect 
their wives; partly because this is a fractured society 
where many of the old patterns of behaviour have 
broken down, so that men, and quite a lot of women 
too, tend to have many sexual partners; partly be- 
cause levels of sexual violence are high (South Africa 
has proportionately more reported rapes than any 
other country, and the police think they hear about 
only one in 35); partly because many people are 
malnourished and have low immunity; and partly 
because sexually transmitted diseases, which vastly 
increase the chances of aps infection, are rife. 

One further reason, however, is the attitude of 
the government, and especially of the current presi- 
dent, Mr Mbeki. Mr Mandela’s record on aips was 
not good; he found the topic embarrassing. Mr 
Mbeki, however, has found it fascinating, so fasci- 
nating indeed that he has dabbled in bizarre theo- 
ries not just about the causes of Arps, but also about 
a supposed conspiracy involving the c1a and the 
big pharmaceutical companies to sell drugs by pro- 
moting the thesis that H1v causes AIDS. 

The president's reluctance to accept that HIV 
causes Arps, coupled with the obduracy of the 
country’s first black health minister, Nkosazana 
Zuma, has led to a catalogue of blunders: a venture 
into a dangerous cul-de-sac in quest of a cheap mir- 
acle cure called Virodene; the rejection of several of- 
fers by drug companies to provide, at a discount, 
drugs that did work; the long refusal to make the 
anti-retroviral drug azrt available in public hospi- 
tals, though this was provenly successful as a cheap 
treatment for halving the chances of passing on HIV 
from mother to newborn child; and the refusal, until 
last September, to allow nevirapine, an even 
cheaper retroviral drug, to be used. 


None so blind 


All of this has had disastrous effects. First, it has 
meant that the measures to combat aps have been 
utterly ineffective. Awareness of the disease is now 
widespread, but there is still a shortage of condoms 
in South Africa. Moreover, far too little is still being 
done to get rid of the terrible stigma attached to 
AIDS. This became cruelly apparent with the death 
last October of Parks Mankahlana, presidential 
spokesman for Mr Mbeki and Mr Mandela before 
him. Officially, he was said to have suffered from 
chronic anaemia, but there was much speculation— 
and no denial—that aips was responsible for his 
death. The truth is that though several ANC mem- 
bers of parliament are H1v-positive, and take the 
anti-retroviral drugs that their medical scheme pays 
for, no prominent politician admits to carrying the 
virus. How cruelly ironic that it should have been 
poor Mr Mankahlana, even as he was dying, who 
had to spout so much of the nonsense about Arps 
circulating in his boss’s head. 

With such attitudes on high, it is perhaps no 
wonder that, until recently, no treatment was al- 
lowed (except in the Western Cape, where the op- 
position Democratic Alliance is in control) to reduce 
the transmission of Hiv from mother to baby, 
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though 25% or so of pregnant South Africans carry 
the virus. Nor were doctors allowed to treat even 
HIV-infected children. Glenda Gray, head of the 
Perinatal Hiv Research Unit at Chris Hani-Barag- 
wanath Hospital, South Africa’s biggest, puts it this 
way. “The message is, ‘If the government doesn’t 
care, why should the doctors?’ In Mpumalanga, you 
can’t even give azrt to rape victims.” 

Fortunately, the government has at last got the 
message. Mr Mbeki may still harbour his doubts, 
but his ministers are now saying outright that Hiv 
causes ips, and he himself has tempered his public 
utterances. Various campaigns are under way, nevi- 
rapine is being used in 25 trials, more money is being 
made available to combat the disease and belated 
thought is being given to ways to deal with its conse- 
quences. But for many years thousands of South Af- 
ricans who might have lived long and productive 
lives will be dying because of the irresponsible poli- 
cies of a culpably misguided government. 

— m 





Inequality changes colour 


FE the moment, most South Africans probably 
consider A1ps to be an act of God, not something 
to lay at the door of the government. They may take 
a less charitable view about the state of the econ- 
omy, though with respect to the main aspects of 
economic management the government has much 
less to be ashamed of. 

How much of a change has it produced? A ca- 
sual glance at central Johannesburg suggests a revo- 
lution. Where once the Union Castle Steamship 
Company served its white clientele in its smart of- 
fices opposite the Rand Club, the Bangkok Factory 
Shop now supplies the hawkers and traders who 
throng the city’s streets. Africans have largely taken 
over the formerly mixed-by-day, white-by-night 
centre, while the former tenants of the old buildings 
have fled to the northern suburbs. Only a few of the 
big companies, such as Standard Bank, assa (an- 
other banking group) and the Anglo American min- 
ing giant, are still headquartered in the centre. Prop- 
erty values have collapsed. 

That may not worry most Africans. They are 
probably more concerned about the progress of the 
government's “affirmative action” and “black econ- 
omic empowerment” programmes, which are de- 
signed to redress the legacy of exclusion that kept al- 
most everyone except whites from either running 
businesses or reaching the top of the professions. As 
soon as apartheid began to crumble, in the early 
1990s, big companies started recruiting black em- 
ployees, and their promotion has often been swift. 
But many black businessmen who wanted to run 
their own companies had their fingers burnt in the 
emerging-markets crisis of 1998-99. Many had bor- 
rowed money, using their stakes as collateral. When 
the shares collapsed, their collateral was called in. 
The share of the market capitalisation of the Johan- 
nesburg Stock Exchange attributable to these “black 
chip” companies dropped from 6% in 1998 to 1.5% 
last August. Some four-fifths of the total is now ac- 
counted for by the only real success, Johnnic Hold- 
ings, an entertainment, media and telecoms group. 


In an effort to promote change more effectively, 
a commission on “black economic empowerment”, 
chaired by Cyril Ramaphosa (once considered Mr 
Mbeki’s main rival for the presidency), recently pro- 
posed several new measures, including two new 
acts. The main ways in which the government 
hopes to give a leg up to the victims of apartheid are 
the 1998 Employment Equity Act and the 2000 
Equality Act. 

The Employment Equity Act aims not to impose 
quotas but to ensure that “designated employers” — 
those in the private sector that employ over 50 peo- 
ple or have a turnover above a certain threshold— 
should attain “demographic proportionality” (black 
Africans make up some 70% of the workforce, 
women 45% and the disabled perhaps 5%). 


Micromanaging equality 

All “designated employers” must draw up a “pro- 
file” showing the breakdown by race, sex and dis- 
ability of their workforce (to be racially classified, 
presumably, according to good old apartheid prin- 
ciples). They must then determine the “degree of un- 
der-representation” of blacks, women and the dis- 
abled, and identify any barriers, including anything 
that contributes to the “lack of affirmation of diver- 
sity in the workplace”. Then “all practices must be 
assessed in terms of cross-cultural and gender fair- 
ness”, taking into account “more subtle and indirect 
forms of...stereotyping”. Then plans must be imple- 
mented to achieve “reasonable progress” towards 
employment equity. 

The good news is that only “suitably qualified 
people who are black, female or disabled are enti- 
tled to “equitable representation”; the bad news is 
that “suitably qualified” means any black, female or 
disabled person with “the capacity to acquire, with- 
in a reasonable time, the ability to do the job”. 

The Equality Act, which takes precedence over 
all laws except the constitution itself, reinforces the 
constitutional ban on discrimination (for almost 
any reason imaginable) and identifies potentially 
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unfair practices in a wide variety of fields. Awk- 
wardly for those accused of such unfairness, they 
have to prove their innocence. 

It is too soon to say whether these acts will help 
create the “black bourgeoisie” that Mr Mbeki wants 
to use “to wipe out the legacy of racism”, or whether 
“empowerment” will deliver economic growth, as 
Mr Ramaphosa believes. But it seems unlikely. Of 
course, some blacks are doing well economically. In 
fact, the gap between the races, crudely measured, 
has been diminishing for 30 years. In 1970, whites 
had 71% of personal income in South Africa, blacks 
had 20%. By 1990, the white share had fallen to 54% 
and the black share had risen to 33%, and the trend 


Jobless and joyless 


IG companies do not complain much about the 

new job-preferment laws. Most of them would 
in any event be doing their best to employ and pro- 
mote blacks, although perhaps not women and the 
disabled. Moreover, they can afford to bear the bur- 
den of red tape that the laws impose. But big com- 
panies are not the ones creating jobs. On the con- 
trary, many of them have been restructuring and 
shedding labour over the past six or seven years. If 
new jobs were to appear, they would be created by 
small and medium-sized companies. Although the 
small are exempt from the new laws, medium-sized 
ones are not, and they find them onerous. 

Jobs, however, have become the paramount is- 
sue for many South Africans. Officially, and on a 
strict measure, unemployment is not far off 25%. On 


a broader definition, it is 36%. Probably only 40% of - 


the economically active population is employed in 
the formal, non-agricultural sectors of the economy. 
Moreover, since 1994 about 500,000 jobs have been 
lost. Meanwhile, the population is growing at over 
2% a year, as is the labour market, though aps is al- 
ready cutting the rate of growth of the working-age 
population. 

The situation is not as terrible as the figures sug- 
gest: many people work, and work productively, 
even if they do not have an officially recognised job, 
as the swarms of hawkers and pedlars at traffic 
lights attest. But far too many have no job worth 
speaking of, which is why over 3m people are ac- 
tively looking for work. And as the economy has 
changed, jobs seem to have been lost in the formal 
sector and gained in the informal one. The dearth of 
decent work is one of the greatest disappointments 
of the new South Africa. 

One problem is the web of labour laws that en- 
mesh employers and therefore encourage them— 
notably in the mining industry—to invest in ma- 
chinery rather than men, or not to invest at all. They 
act in two highly damaging ways. One is simply to 
add to the expense of employment: the cost of la- 
bour relative to capital has doubled since 1990. An- 
other is to make it intensely difficult ever to get rid of 
workers, as Volkswagen has recently discovered: it 
was ordered last month to reinstate 1,300 employees 
sacked last year in an illegal strike. 

As it happens, the public-service minister, Ger- 
aldine Fraser-Moleketi, wants her own ministry to 
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has continued. 

Moreover, the richest tenth of the 
population, which was 95% white in 1975, 
by 1996 was 22% black, 7% Coloured and 
5% Indian. But all this merely goes to show 
that the trend is towards greater black 
prosperity. It is likely that the constitu- 
tional ban on discrimination would alone 
accelerate the trend, and at the same time 
avoid the costs of the new legislation. For 
costs there are, and many of them work 
counter to the interests of the very people 
the laws are designed to serve—the disad- 
vantaged majority. 








be partly exempt from the Basic Conditions of Em- 
ployment Act. She also wants to “outsource” some 
of her department's activities, to the apparent dis- 
gust of the labour minister and other members of 
the cabinet. It is a government, after all, that rules in 
alliance with the union movement, cosatu. And 
yielding to cosatu on labour laws helps the Anc to 
get away with a macroeconomic policy that has 
brought growth per person of under 1% a year since 
1995. The price is a labour policy that benefits those 
with jobs, notably cosatu’s 1.8m members, not the 
3m-5m with none. 


Good, but not good enough 


In fairness, the government has done lots of things 
right. It has reduced the national budget deficit from 
8% in 1994 to a planned 1.9% this year and a forecast 
1.7% for 2001-02. Inflation, too, has fallen, from 9% in 
1994 to about 6% today. The disciplined fiscal and 
monetary policies responsible, coupled with mea- 
sures to open up and liberalise the economy, have 
brought South Africa investment-grade status from 
the rating agencies, Moody’s and Standard & Poor's, 
and its long-term foreign-currency debt rating has 
been upgraded by Fitch 1BCA. 

The aim has been to promote 
“growth, employment and _redistribu- 
tion”, GEAR. But growth has not even 
reached the modest rate of the 1970s (an 
annual average of 3.3%); jobs have disap- 
peared; and any redistribution achieved 
has been combined with increasing in- 
equality. Above all, the foreign invest- 
ment that might have been expected to 
come to a country that was doing so many 
things right has not materialised. 

It is true that foreign direct investment 
has grown since 1994, and South Africa 
has been especially successful at attract- 
ing car companies. All Mercedes right- 
hand-drive c-class cars are now built not 
in Stuttgart but in East London, and all 
BMW 3-Series models are built in Pretoria. 
Fiat and Volkswagen also produce cars for 
export, and Ford makes engines at its Port 
Elizabeth factory that it sends abroad. 

Moreover, the foreign companies that 
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their investments, and many are expanding. But 
South Africa has not been able to attract enough 
new companies. Many of those that have been in- 
vesting recently—especially American companies 
such as Ford, Gm and Eastman Kodak—had pulled 
out of South Africa in the latter days of apartheid. 
And by the standards of other countries, South Af- 
rica has lured relatively little foreign direct invest- 
ment: $32 per head in 1994-99, compared with $106 
for Brazil, $252 for Argentina, $333 for Chile. 

At the same time, money has been leaving South 
Africa: the $9.8 billion it invested abroad in 1994-99 
exceeded the inward flow by about $1.6 billion. And 
its big companies, long confined by apartheid’s iso- 
lation, are now anxious to seek stock-exchange list- 
ings abroad. The capital they need for expansion is 
far more expensive if raised in South Africa, which 
still has some exchange controls, than in Europe or 
North America. So in the past few years, Anglo 
American (mining), Billiton (mining), Old Mutual 
(insurance), South African Breweries and Dimen- 
sion Data (a hugely successful information-technol- 
ogy company) have all sought primary listings else- 
where. 

The urge to seek a foreign listing will disappear 
when all exchange controls are abolished, which the 


am. 


government hopes will be within a few years. But 
will the jobs have arrived by then? Alec Erwin, the 
trade minister and one of the government’s most 
determined optimists, argues that the economy has 
structurally changed; it is internationally competi- 
tive, and it now has a significant high-tech industry 
as well as all its old basic strength in minerals and 
raw materials. It should also be said that the gov- 
ernment is open, committed to reforming the civil 
service and relatively uncorrupt by the standards of 
many countries. It has an excellent central bank, run 
by the capable Tito Mboweni, decent transport and 
a first-world legal system. It is also politically stable. 

Yet it needs more. Perhaps the measure that 
would do most good would be to speed up the pri- 
vatisation programme. Several big state enter- 
prises—involving energy, steel, telecoms, the air- 
ports and the national airline—have been sold, or at 
least partially sold, and the sales have generally 
been handled well. However, privatisation is pur- 
sued grudgingly in South Africa. Nico Czypionka, 
chief economist at sG Securities, thinks the speedy 
sale of Eskom, the huge state electricity company, 
would alone bring in 80 billion-9o billion rand and 
thus go far towards paying off the government debt 
and freeing money for other spending. Even the 
proposed sale later this year of another 20% of Tel- 
kom, the telecoms outfit, should bring in 15 bil- 
lion-20 billion rand, and may help to make it 
cheaper to use telephones and the Internet. 

The government has not managed all sales well. 
It underestimated the market for mobile telephones, 
guessing it would be 600,000 by 2000, whereas it 
tumed out to be nearly 8m. But its real mistake was 
to hold a “beauty contest” rather than an auction for 
the third operator’s licence, perhaps thus missing 
out on as much as $200m; 18 months later, the lucky 
winner has still not been announced. Some also 
think the government could have secured much 
more than 6 billion rand for the 30% of Telkom al- 
ready sold. But the cost of going slow on privatisa- 
tion is not just revenue and efficiency forgone. It is 
also foreign investment forgone, and the chance to 
tell foreigners that South Africa welcomes them. 

That is obvious enough, you might think. But 
until fairly recently, foreigners thought the news 
from South Africa was, in important respects, 
deeply offputting. It was not so much a fear of crime, 
nor even the country’s inflexible and unskilled la- 
bour market. It was, rather, the political message 
coming forth from the presidency, on two issues in 
particular: arps and Zimbabwe. 


Sunk by politics 


Mr Mbeki’s attitude to Arps appeared not just irre- 
sponsible but verging on the loony. And his efforts 
to persuade or cajole President Mugabe to put an 
end to the land invasions in Zimbabwe seemed far 
too indulgent and far too ineffective. Next door to 
South Africa was a government—in the words of 
Donald Woods, a former editor of the East London 
Daily Despatch, well known for his opposition to 
apartheid—that “actually encourages its citizens to 
steal private property, to use violence in doing so 
and to ignore court rulings to the contrary.” But Mr 
Mbeki seemed to miss the point. His failure to con- 
demn Mr Mugabe instantly and unequivocally 
raised the awful possibility that South Africa, so un- 
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like the rest of Africa in many respects, might turn 
into yet another anarchic African basket-case. 

By October, Mr Mbeki seemed to have un- 
derstood that immense damage had been done to 
his, and his country’s, reputation—never mind the 
rand, which had been plummeting. He summoned 
businessmen and foreign correspondents to make it 
plain that he was withdrawing from any further 
musings on Arps, and that South Africa would es- 
chew land reform Zimbabwe-style. Local business 
got behind the president; a marketing council was 
created to polish up the country’s image; and Mr 
Mbeki invited 25 of the world’s economic big 
cheeses, including the World Bank's president, 
James Wolfensohn, and the ımF’s deputy managing 


director, Eduardo Aninat, to attend a “workshop” 
on South Africa. Mr Wolfensohn dutifully said it 
would be “false to draw analogies from Zimbabwe 
in relation to anything that is happening in South 
Africa”. A month later Mr Mbeki was back in Zim- 
babwe to speak up for the rule of law. 

With luck, investors will not have taken perma- 
nent fright, but the pictures of Mr Mbeki and Mr 
Mugabe walking hand in hand may linger in the 
memory. As Mr Mbeki has himself acknowledged, 
many outsiders do not distinguish between South 
Africa and the rest of a continent that is too often as- 
sociated with war, corruption and incompetence. It 
is a fact no South African, let alone the president, 
can afford to forget. 





In search of justice 


O MATTER how badly South Africa’s new rul- 

ers had mismanaged the country, how few 
houses they had built, how slowly they were chang- 
ing the schools, how wretchedly they had handled 
Arps and crime and jobs and investment, they 
would probably still be popular enough to be re- 
elected. They have, after all, delivered self-govern- 
ment, and that is a source of huge psychological and 
political satisfaction. But it is not the only one. 

The first of the non-material innovations of the 
new South Africa is its constitution. In many re- 
spects it is over the top. It forbids discrimination on 
the grounds of—breathe in—“race, gender, sex, preg- 
nancy, marital status, ethnic or social origin, colour, 
sexual orientation, age, disability, religion, con- 
science, belief, culture, language and birth”. And it 
guarantees not only the conventional “blue” rights 
familiar in the 1791 amendment to the American 
constitution (the rights to freedom of speech, reli- 
gion, association and so on), but also “red” rights (to 
“access to adequate housing”, “reproductive health 
care” and “adult basic education”, and even “green” 
rights (to “have the environment protected”). 

To judge by the rulings of the Constitutional 
Court so far, it is coping rather well with enforcing 
the unenforceable. When it was asked to adjudicate 
on the claims of “roofless” people, it upheld their 
complaint that the government had not done 
enough, in legislative and other ways, to provide ac- 
cess to housing; the court did not, however, say the 
government had to provide everyone with a house. 
Similarly, when asked by a man with kidney failure 
to uphold his right to dialysis treatment, the court 
ruled that it had no power to order the government 
how to spend its budget. Not that it would have 
been shy to speak out; it has ruled against the gov- 
ernment in about half the cases it has considered. 

One of the court’s justices, Richard Goldstone, 
argues that “for 96% of the population, socio- 
economic rights are much the most important.” 
That may be true. Yet the protection of minorities 
may be important too. Only a few people, for in- 
stance, are likely to be troubled by the clause in the 
Bill of Rights that gives everyone, including the gov- 
ernment, the right of access to information. And 
only a few people will, with luck, fear that they may 
fall foul of the admirable-seeming Human Rights 
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Commission. Their worries deserve, however, to be 
taken seriously. This commission may initiate law- 
suits under the Equality Act and exact damages for 
even unintentional discrimination. If no individual 
has suffered, the commission gets the (possibly pu- 
nitive) damages, giving it a strong incentive to pur- 
sue actions—and the presumption, under this act, is 
that the accused is guilty. 

A more impressive, though more controversial, 
commission was the one that tried to explore the ter- 
rible misdeeds of the apartheid years, the Truth and 
Reconciliation Commission. This body, chaired by 
Archbishop Desmond Tutu, was attacked by some 
critics—Steve Biko’s family, for instance—for allow- 
ing criminals to escape justice, and by others for be- 
ing too pro-ANC: none of its 17 commissioners was 
from the National Party or the Inkatha Freedom 
Party, and it treated Mr Mbeki with kid gloves. In a 
sense, it was doomed to fail from the outset. How 
could it possibly establish the “truth” about all the 
atrocities and injustices of the past, committed by 
blacks and whites? Yet, in the words of David Welsh, 
a former Cape Town academic, “it was a via media 
between Nuremberg and sweeping it all under the 
carpet.” In the two years or so after it began taking 
evidence in April 1996, some 21,000 victims of one 
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kind or another appeared before it, movingly telling 
their tales to the commissioners~and to a daily tele- 
vision audience. It was not justice, to be sure, nor 
was it reconciliation, but it was the nearest to “a day 
in court” that could realistically be imagined for 
most of these people. 


Investigate and be damned 

One other body deserves a mention. It is the Special 
Investigating Unit, established in 1996 to investigate 
serious maladministration, corruption and fraud in 
connection with state institutions and public 
money, and to follow up its investigations with civil 
proceedings. In its first three years, the unit was 
both vigorous and successful, For every rand of 
public money devoted to it, it recovered 85. But un- 
der new legislation the unit can start an investiga- 
tion only after a proclamation from the president, 


made on the recommendation of the minister of 
justice. The justice minister appointed after the June 
1999 election, Penuell Maduna, does not seem keen 
on the unit. By last November not a single proc- 
lamation had been issued since he and Mr Mbeki 
had taken up their present posts. 

The trouble is that the unit is too good at its job. 
The government is now embarrassed. It has stopped 
Judge Willem Heath, the unit's head, probing a scan- 
dal involving a 43 billion rand arms contract, and 
Mr Mbeki has said he will remove Mr Heath from 
his job altogether, now that a court has ruled (at the 
minister’s behest) that it is unconstitutional for a 
judge to head an investigatory unit. What started 
out as a splendid example of the new South Africa's 
commitment to honest public administration is be- 
ing undermined by the very people who are meant 
to be the guardians of justice and the public purse. 





Over the rainbow 


O FAR, this survey has been mainly about blacks. 

But of South Africa’s 43m people, 4.5m are white, 
3.8m are Coloured and 1.1m are of Asian (mostly In- 
dian) origin. Attitudes towards the new order vary 
widely among these groups. 

The commonest new complaint among whites 
is that politics has been “re-racialised”. Never mind 
that a lot of those who make this charge were happy 
enough to accept racialised politics in the past. The 
claim a few years ago was that South Africa had be- 
come a “rainbow nation” with a non-racial future 
before it, and prominent blacks with every reason to 
bear a grudge--such as Mr Mandela and Arch- 
bishop Tutu--behaved in ways that suggested they 
meant what they said. That was perhaps the main 
reason for optimism. Now, however, Mr Mbeki ha- 
bitually speaks of South Africa as “two nations”, one 
rich and white, the other poor and black. 

The “re-racialisation’” of politics is nowadays 
described in footnoted detail in the publications of 
the Democratic Party and the Institute of Race Rela- 
tions, both of which have honourable records as op- 
ponents of apartheid. And the burden of their 
charge—-that race is indeed once again a dominant 
factor in South African politics--is borne out by the 
“affirmative-action” laws and the public utterances 
of anc politicians. That may be a matter for regret, 
but is it really surprising? 

Steven Friedman, of the Centre for Policy Studies 
in Johannesburg, says no. The Mandela-era change 
was never meant to be an abandonment of race- 
based politics, he says, merely an abandonment of 
the allocation of political rights based on race. The 
aim of all the professions of non-racialism was to 
secure a peaceful transition—hence the contract be- 
tween the races negotiated in the early 1990s. Now 
that civil war has been averted, the anc can get on 
with governing. For Mr Mbeki, that means renego- 
tating (not abrogating) the contract. In Mr Fried- 
man’s view, white South Africans have a deeply em- 
bedded belief that blacks cannot run a government, 
and black South Africans believe equally strongly 
that whites are hostile. This accounts for the endur- 
ing nature of racial politics. 


There can be little doubt that the anc finds race 
useful as an excuse for its failures, even though it is 
not threatened at the polls. And there can be little 
doubt that Mr Mbeki is not a natural, expansive 
leader who educates his followers and explains his 
policies, but rather an inscrutable, intellectually 
aloof president happy to rule by decree. 


Exit strategy 


One way or another, race as an issue looks set to 
stay. Many whites, however, are not. The official fig- 
ures suggest that South Africa lost an annual aver- 
age of only 9,000 people in 1994-99, fewer than the 
10,300 a year who emigrated over the previous half- 
century. But the official figures are misleading, since 
many people go without telling the authorities. A 
survey in 1998, for instance, reckoned 234,000 had 
left in 1989-97, compared with the official total of 
82,800. In any event, the number of legal immigrants 
has fallen to a record low—-3,669 in 1999. 

It may be that some of those who have gone 
were out-and-out racists who could not bear the 
thought of a black-majority government. More 
likely, however, the emigrants were the most edu- 
cated and employable, and therefore the ones South 
Africa could least afford to lose. More may easily fol- 
low. Probably 750,000 South Africans hold British 
passports, and those less fortunate can go to their lo- 
cal newsagents and buy such guides as “Getting Into 
America”, “Getting a Job in Australia” and “Emigra- 
tion to Six English-Speaking Countries”. One 
prosperous young white businessman in Cape 
Town says there is not a millionaire among his ac- 
quaintances who would not go if he could realise 
his assets and get his money out. 

Those who stay do not, however, seem to be suf- 
fering intolerably. True, some formerly white areas 
have deteriorated badly. Albert Park in Durban is 
one such, and Hillbrow, in Johannesburg, is an- 
other. Once an oasis of bohemia in one of the stuffi- 
est societies in the world, Hillbrow is now a jungle of 
prostitutes, drug-dealers and other criminals. 

Yet most whites still lead comfortable lives, al- 
beit behind ever higher walls, protected by ever 
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growing coils of razor wire and the well-advertised 
services of “armed response units”. A few are doing 
astonishingly well. Mark Shuttleworth is hardly typ- 
ical, but he shows what is still possible for whites in 
South Africa, if they have energy and talent. Five 
years ago he was a student at the University of Cape 
Town who had become engrossed by the Internet. 
In December 1999 he sold his software company, 
Thawte, for $575m. Now he is contemplating setting 
up an electronic stock exchange for South Africa. 

The whites who might have been expected to 
adjust least well are the Afrikaners. They have been 
in South Africa longest, missing out on the Enlight- 
enment in Europe, eschewing business until re- 
cently and taking such comfort as they could in a 
culture of isolation. No Dutch passports for them; 
they are in Africa to stay. And some would say they 
have adjusted better than the English-speakers. Af- 
rikaners may have been brutal in the past, and some 
still are, but they have usually been straightforward 
and free of the social hypocrisies of English-speak- 
ers. That same directness may now be helping them 
to cope with the new South Africa. 

The change is certainly profound for them. For 
half a century their political institution, the National 
Party, was both cohesive and invincible. Now it is 
but a subsidiary component of the Democratic Alli- 
ance. In a delightful twist of history, its 28 par- 
liamentary members meet in the Helen Suzman 
Caucus Room (Helen Suzman was for many years 
the only member of parliament to provide an effec- 
tive opposition to the Nationalists and to speak up 
for a non-racial South Africa). 

Perhaps because the Afrikaners have adapted, 
perhaps just because they seem unthreatening, the 





Hope deferred 
6647 OU have to remember we’re in the middle of 
a revolution here—it really is a revolution— 
and it may go on for another 20 years.” That is the 
view of Peter Davis, the editor of the Durban Sun- 
day Tribune. If he is right, then South Africa, despite 
the crime, the a1ps epidemic, the lack of jobs and all 
the other failures, is quite a success story. 

There are certainly things to be cheerful about. It 
is so natural now to see black faces running the gov- 
ernment, and occupying prominent positions in all 
walks of life, that the grim days of apartheid seem a 
hundred years ago. Yet little more than a decade has 
elapsed since South Africa was a bleak, culturally 
sterile, inward-looking country run by safari-suited 
bigots. To see it now, with foreign goods, films, 
books and magazines all freely available, makes it 
easy to forget that even Playboy used to be banned 
and there was no television until 1976. Parliament, 
once grey, forbidding and almost wholly male, is 
now colourful, relaxed and at least partly female. 

South Africa has replaced one of the most odi- 
ous systems of government in the world with a sta- 
ble, multi-party democracy. Government and op- 
position are on bad terms, but the spirit of 
compromise seen over the constitution—a docu- 
ment that was produced by 26 different political 
parties in four tumultuous years after 1992—can still 
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government devotes far more of 
its criticism to the liberal Demo- 
cratic Party. In any event, the end 
of apartheid may well prove to 
have been a liberation for Afri- 
kaners as well as for those they 
oppressed. Just as racial segrega- 
tion held back the American 
South until the 1960s, so it held 
back South Africa. And just as 
civil rights for blacks in the South 
proved liberating for white 
southern businessmen, so they 
may prove to be liberating for 
the new breed of commercially 
minded Afrikaners. And Afrika- 
ner women may be the most liberated of all. 

The other racial groups seem less happy. Admit- 
tedly, some Indians have done well in the new or- 
der. It is acommon complaint among blacks, for in- 
stance, that Indians are over-represented in the 
government. But poor Indians have suffered from 
economic restructuring: the dismantling of trade 
barriers has closed down many textile and clothing 
factories in which unskilled Indians worked. 

Coloureds are less discontented. Yet in the two 
provinces where they predominate, the Western 
Cape (54% of the population) and the Northern 
Cape (52%), they did not show great enthusiasm for 
the ruling party in the local elections last December. 
It was largely Coloured support that enabled the 
Democratic Alliance to hold on to control of Cape 
Town. In general, the poignant complaint of the Col- 
oureds is that “Under apartheid we were not white 
enough, now we are not black enough.” 


periodically be seen. 

A civil service quite unused to democracy is 
now Starting to improve, helped by thousands of 
dedicated individuals outside government who are 
doing their utmost to make things work. Compared 
with many countries, South Africa is still remark- 
ably uncorrupt, though the government's zeal to 
keep it that way is evidently waning. And it boasts a 
rich array of non-governmental institutions—as 
well as, it should be said, an honourable tradition of 
dissent—that will help keep pluralism alive. The 
press, particularly the Afrikaans press, is lively. 

Moreover, the spirit of give-and-take can still 
prevail. The political violence that claimed so many 
lives in the mid-1990s has died down, thanks largely 
to the ANc’s readiness to bring Mangosuthu Buthe- 
lezi of the mainly-Zulu Inkatha Freedom Party into 
government, and to give lots of other jobs to Zulus. 
The same spirit of inclusiveness has brought co- 
satu and the South African Communist Party into 
the governing alliance, which has undoubtedly 
made it easier for the government to stick to its con- 
servative macroeconomic policies. 

These have been right, even if so far they have 
not brought the hoped-for growth, investment and 
jobs, because the basis for expansion is now in 
place. The economy is pretty competitive; tariffs are 
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low; so is inflation; the current-account deficit is 
small; and the country has no significant foreign 
debt. With luck, Gpp will grow by 3.5% this year, 
compared with 3% in 2000. 

But is all this enough? And is a 20-year revolu- 
tion really needed? Most South Africans do not 
seem to consider the old order to be their main con- 
cern. To be sure, they abhor the racism that still sur- 
faces here and there, yet in surveys only about 5% 
list it as their main concern. If a revolution is really 
required, it is of a more humdrum kind, familiar 
throughout the third world: the transformation of a 
poor, backward society into a richer, modern one. 

Here the record is less good, and the trend more 
worrying. The economic concerns centre on the 
ability of the economy to grow: 3.5% will be an im- 
provement on rates achieved in the past, but as Tre- 
vor Manuel, the finance minister, acknowledges, 
South Africa needs to sustain annual rates of 5% and 
more. Black economic empowerment, of the kind at 
present envisioned, seems unlikely to do that. 
Thembo Sono, of the University of Pretoria, argues 
that the government's “affirmative action” policies 
are unnecessary; they help only middle-class blacks 
“who can look after themselves”, while doing noth- 
ing for the poor. A better bet would be to opt for 
rapid privatisation and to undertake wholesale de- 
regulation of the labour market. With a sensible te- 
lecoms policy, South Africa might even be able to 
establish a computer-software industry like India’s. 

It would, however, take political courage. The 
ANC thinks it needs to pacify the left—not just the 
left within its own ranks, but also the unions, the 
Communists and the viscerally anti-white Pan Afri- 
can Congress. On the face of it, this seems odd. With 
a huge majority in parliament, the anc hardly 
seems threatened. But it might indeed be ill-advised 
to antagonise the left, especially if the economy 
does not improve. In a straight race against even an 
effective Democratic Alliance, the anc can expect to 
stay ahead for years; but in a three-horse race, 
joined by a resurgent left-wing challenger, its domi- 
nance would look much less secure. That is no 
doubt one reason why the anc chooses to remain a 
non-programmatic movement, not a conventional 
party. Some analysts, such as Robert Schrire of the 
University of Cape Town, think it has no choice but 
to “re-racialise”. 

Maybe, if it is concerned only 
about its own interests; but not if it is 
concerned about those of the country 
as a whole. The main price of its 
present policies is an increasingly di- 
vided society. Instead of continuing to 
narrow the rift between the races, the 
racial appeals and the racial legisla- 
tion are tending to keep them apart. At 
the same time, the gap between rich 
and poor is growing. 

A secondary price of the obsession 
with race is that it may keep the gov- 
ernment’s attention from more impor- 
tant matters. The blind eye that it 
turned to Arps before deciding to give 
it such peculiar attention should have 
been a warning. Today it seems 
strangely ignorant, or unconcerned, 





Inscrutable Mbeki 


about something almost as intracta- 





ble: the breakdown of the family. Teachers say that 
nothing makes as much difference to a child’s ability 
to succeed at school—and then in society—as a 
strong family. And the collapse of family structure 
surely accounts for much of the violence in South 
Africa. Yet ministers seem much happier to attend a 
conference on racism than one on the family. 

It may be too much to expect a country that has 
been run on racial lines for decades, if not centuries, 
to shake off the past so quickly. But part of the sense 
of disappointment that attends the new South Af- 
rica is that it seemed, only a few years ago, to be try- 
ing to do so. Perhaps only liberals were foolish 
enough to take that attempt at face value. Most 
members of the South African government are 
emphatically not liberals; many, including the pres- 
ident, are ex-Communists, and it often shows. 

In other parts of the world, communism has 
been seen not to work, whereas liberal economics 
has been rather successful. Of course, many South 
Africans have noticed: just look at Mr Manuel. But 
perhaps too many of his colleagues remain uncon- 
vinced. In any event the impression is given that 
South Africa’s great example of racial reconciliation, 
having served its purpose, can now be forgotten. 


South Africa first, the rest may follow 


If one person could reverse all this and restore the 
spirit of the Mandela era, it would be Mr Mbeki. He 
has a number of able lieutenants to help him, in- 
cluding Mr Manuel, Mr Erwin, Mr Asmal, Mr Mbo- 
weni and Mrs Fraser-Moleketi, the public-service 
minister. But the government bridles at criticism 
and it lacks leadership. 

Some blacks in opposition parties do criticise it. 
And even some who are sympathetic to the ANc, 
such as Jerry Coovadia, the chairman of last year’s 
AIDS conference in Durban, and Mamphela Ram- 
phele, the former vice-chancellor of the University 
of Cape Town, have expressed their misgivings. But 
too often criticism is bitten back, for fear either of 
charges of racism, or of retribution, for the ANC 
commands both power and patronage. Ms Ram- 
phele has gone so far as to speak of “a culture of si- 
lence...putting South Africa’s democracy at risk”. 

Mr Mbeki can hardly be expected to encourage 
criticism. Yet he could encourage debate. Above all, 
he could build consensus for his policies. He wants 
to be a spokesman for Africa, and constantly speaks 
about “the African Renaissance”. But as yet this is 
little more than a name for a clutch of generally 
well-meaning aims—democratic political systems, 
sustainable development, attention to African “spe- 
cifics”, the emancipation of women, the rediscovery 
of Africa’s “creative past” and so on. It is hardly an 
idea to set the savannahs alight. 

A rip-roaring economy and a harmonious pol- 
ity would give him a much better base from which 
to make his claim to lead Africa. Plenty of obstacles 
not of his making obstruct his path: apartheid’s leg- 
acy, AIDS, periodic crises in Asia, Latin America or 
Russia, and so on. But he could still be doing more. 
Fortunately, South Africa has shown that it can per- 
form miracles. Whatever its shortcomings today, his 
country is a far happier place than it used to be, and 
a far happier place than it might have been. In time, 
it may yet fulfil the promise of the Mandela years. 
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Banner—ad blues 





Reports of the death of Internet advertising have been exaggerated. But its 
struggles suggest it will take longer than expected to realise its early promise 


NTERNET advertising has a lot to answer 

for. Thousands of dotcoms saw it as a sub- 
stitute for a business plan, a blithe answer to 
the question of how to make money from 
the traffic on free websites. It has polluted 
the top of millions of web viewers’ screens, 
making an inch of valuable property a no-go 
zone of garish clutter. Oh, and it has largely 
failed, generating only measly returns for ad- 
vertisers and publishers (see box on next 
page). When the Internet bubble burst, in- 
vestors saved the harshest punishment for 
dotcoms built on advertising, from Yahoo! to 
DoubleClick. 

The immediate problem is simple: too 
many pages and too few advertisers. The 
number of pages on which to advertise is in- 
creasing along with overall Internet use. At 
the same time, the number of advertisers is 


As a result of this imbalance, the amount 
that remaining advertisers are willing to pay 
is falling, to as little as $1 per thousand views 
(a measure known as cpm), down from ten 
times that a couple of years ago. 

Underlying this crisis are some funda- 
mental problems. The view of web advertis- 
ing circa 1999 has turned out to be mistaken. 
It was supposed to break through all that 
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was weak and irritating about traditional 
advertising. It was accountable, because 
software could track which ads led to which 
sales. It was non-disruptive, meaning that, 
unlike rv and radio ads, it did not need to in- 
terrupt a viewer. It could be targeted, so that 
only the most likely prospective customers 
would see an ad, improving response rates. 
And it was entertainingly interactive, en- 
couraging viewers to learn as much oraslittle 
about the products as they wanted to. 

For most publishers, however, web ad- 
vertising has proved less attractive than its 
offline equivalent. In print media, advertis- 
ing rates tend to go up over time; online, they 
fall, Print advertisers pay for space whether 
anyone sees it or not, and the same ad typi- 
cally goes to all readers, or at least to all those 
in a particular region. In contrast, web ad- 
vertisers can pay to have their ads reach only 
those readers who view a particular page, or 
perhaps just those among them who are ex- 
ecutives with high six-figure salaries. Unlike 
print advertisers, they need not pay for those 
they are not interested in reaching, Online 
publishers are, in effect, punished for the ef- 
ficiency of their medium. 

Each of the supposed advantages of on- 
line advertising has shown a dark side. Take 
accountability. The old cliché of the offline 





advertising industry is that you know half of 
your advertising will be wasted, but not 
which half. On the web the answer is only 
too clear: itis the half that generates the few- 
est clicks. As a result, advertisers increasingly 
insist on payment based on performance— 
measured either by clicks or actual customer 
acquisitions—-rather than just ad “impres- 
sions” (viewings). 

But if a viewer doesnot click on a banner 
ad, whose fault is it? Is it the publisher's, for 
having the wrong sort of readers or poor 
placement, or the advertiser's, for having a 
boring ad? Likewise for customer acqui- 
sition: the fact that a “click-through” does 
not tum into a client can mean that the 
viewer was the wrong sort of prospect, or 
that the advertiser has discouraged him with 
an off-putting pitch on its own site. 

As a result, publishers that are being 
pushed to accept performance-based deals 
are increasingly forced to work with the ad- 
vertisers, helping them to craft ads on their 
own site to get the best response. Aside from 
distracting media firms from their main 
business, this pushes them towards becom- 
ing business partners with their advertisers, 
blurring the usual arms-length relationship 
between media and advertising. 

The notion that the online ad is non-dis- 
ruptive also has a sting in its tail. Banners 
may not interrupt reading, but they are very 
easy to ignore: average click-through rates 
have fallen to less than one in 200, half that 
of the early days. As a result, advertisers and 
web publishers are adopting increasingly 
disruptive devices to keep their click- 
throughs up. For instance, many sites now 
feature infuriating “pop-ups”, advertising 
mini-windows that open on their own and 
will not go away until a viewer manually 
closes them. 

If web ads were entertaining, the fact 
that they are increasingly distracting would 
be all right. But few go beyond crude slide- 





















shows, or just single slides. The blame for this 
lies mostly with the advertisers themselves. 
Getting Internet advertising right means cre- 
ating lots of different, interactive ads thatcan 
be tested against each other and refined with 
up-to-the-minute monitoring of responses. 
That takes lots of money, time and effort. Yet 
the Internet market is not yet large enough 
for most advertisers to justify the expense. 
Five of the world’s top ten advertisers, which 
collectively spend billions of dollars each 
year on traditional advertising, spent less 
than $:m each last year on online ads. 

The result is a Catch-22: unless advertis- 
ers work harder to make more of the In- 
ternet, consumers will continue to reject 
mostonline advertising; but until consumers 
start clicking more, big advertisers will not 
spend much to improve their offerings. To- 
day, three-quarters of web ads are still bor- 
ing old banners, a format that has remained 
largely unchanged for more than six years. 





Monetise this 


NEW YORK 


T CURRENT online-ad rates, it is al- 
most impossible for web publishers 
that create their own content to make 
money—just ask any of the two dozen, 
from z.com to eCountries, that have gone 
bust in the past month alone. The reason 
for the bloodbath is simple: advertisers are 
not willing to pay enough for web ads to 
support the cost of displaying them. 

To see why, consider a credit-card 
firm that wants to find customers online. 
Say it runs a campaign to display its ban- 
ner ad to 2m viewers. Using industry aver- 
ages, one out of every 200 viewers can be 
expected to click on the ad; one out of ev- 
ery 100.0f those will actually sign up for a 
credit card. Thus, the campaign would 
yield 100 new customers. Offline, the firm 
pays about $150 for each customer it ac- 
quires, through anything from direct mail 
to television ads. Using the same rate, it 
would therefore be willing to pay $15,000 
for those 2m online-ad views, or a cost- 
per-thousand-views (cpm) rate of $7.50. 

Now consider the economics of the 
website that is running those ads. It prob- 
ably does not have its own ad sales team, 
so it is getting those credit-card ads from 
an advertising network such as Double- 
Click, The network takes half the reve- 
nues, leaving the site with a cpm of $3.75. 
Imagine that the site is very successful, say 
among the top few hundred on the web. If 
so, it may be able to generate 10m page 
views a month. At $3.75 per thousand 
views, that means revenue of $37,500 a 
month. Take out hardware, software and 
bandwidth costs, and enough might be 
left to support two employees or so. 











Most advertisers simply cannot be bothered 
to take advantage of more innovative 
styles~-such as “skyscrapers”, which run 
vertically down the right side of the screen. 

Customer targeting, too, has so far failed 
to deliver on its promise. The idea. was com- 
pelling enough: if a publisher can match a 
viewer's interests with an ad, the clicks 
should take care of themselves. Advertisers 
have been willing to pay as much as a hun- 
dred times more for an well-targeted online 
ad than for blanket coverage. 

But targeting turns out to be easier to talk 
about than to do. Although web publishers 
know far more about their readers than print 
publishers do, turning that into a clear pic- 
ture of readers’ wants and needs is difficult. Is 
somebody who clicks on a weather report a 
sportsman, a commuter or merely some- 
body with time to kill? Even if a publisher 
can guess that the viewer is, say, a fly fisher- 
man, the odds are that it will not have that 





This grim picture can be improved by 
selling more than one ad per page, but 
such clutter often comes at the cost of a 
lower rate of “click-throughs” and, even- | 
tually,even lower cems. The site can try to 
charge higher crems by providing more in- 
formation about viewer demographics, to 
help advertisers target their ads, or by 
claiming that it has cachet that may justify 
a premium for brand-building advertis- 
ers. But advertisers are sceptical. 

The biggest web portals get their con- 
tent almost for free—a mixture of material 
from other sites and content created by 
viewers--and attract so much traffic that 
they can support huge organisations on 
low crs. But for most smaller websites, 
there is no way out. Those that cannot find 
revenue sources beyond advertising will 
either go bust or be forced to admit that 
their site is a non-profit enterprise. If 
truth-in-advertising rules were enforced, 
most dotcoms would be dotorgs. 








perfect fly-fishing ad to display. And even if 
it does, it cannot control what happens once 
the viewer clicks. 

Despite all this, the long-term future of 
web advertising is promising. The problem is 
not that the underlying theories are wrong, 
but that the necessary ingredients have not 
yetcome together to make them work. Grad- 
ually, this will change. As the dotcom ad- 
vertisers go away, they tend to be replaced 
by bricks-and-mortar firms, many of which 
are among the world’s largest offline ad- 
vertisers. Since these firms tend to under- 
stand the value of building brands, and 
worry less about seeing measurable results 
in the short term, their arrival may move the 
top end of the online market closer to tradi- 
tional advertising models. 

Meanwhile, web-advertising rates are 
not falling as quickly as cpm figures would 
suggest; topsites can still get $30-50 per thou- 
sand views, just a few dollars short of last 
year’s figures. Total online advertising will 
reach $8 billion-10 billion this year (see chart 
on previous page), despite the dotcom crash 
and America’s economic malaise. That 
number is significant for two reasons. First, it 
will be at worst about the same as, or slightly 
above, last year’s figure—not the outright 
collapse some have predicted. Second, this is 
still a very young market. The first Internet 
ads ran just six years ago. Despite runaway 
growth in the late 1990s, online advertising is 
still in its infancy. It represents only 3% of all 
advertising; radio, for instance, still attracts 
twice as many ad dollars. 

The market's rocky start should not be so 
surprising. It took radio more than 50 years to 
reach the advertising levels of the web today. 
It is, however, disappointing, given the revo- 
lutionary early promise of the medium. In- 
ternet advertising will eventually find its 
place in the top ranks of media markets, but 
it will take longer to do so—and leave more 
dead and wounded along the way—than 
anyone would have guessed a year ago. 
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Napster 


A cool billion 


SAN FRANCISCO 


ITH its prospects in the courtroom 

looking bleak, Napster is taking its case 
to the court of public opinion. On February 
20th the troubled company, whose software 
allows users to swap free music files online, 
revealed the details of the offer it has been 
making to the record industry, which wants 
to shut it down. Napster proposes a new, 
subscription-based version of its service, ca- 
pable of tracking who is downloading what, 
so that royalties can be paid. This plan was 
cooked up in conjunction with Bertelsmann, 
the media group that owns sme Entertain- 
ment, one of the Big Five record companies 


THE ECONOMIST FEBRUARY 24TH 2001 


suing Napster. But despite 
months of talks, none of the 
other four has signed up to 
the new plan. By making it 
public, and adding a new 
twist, Napster hopes to 
force their hand. 

At the moment, Nap- 
ster users access a central 
directory that records who 
has what, to find another 
user on the network with 
the particular music file 
they are looking for. Once 
the two users have been put 
in touch with each other, 
the file is transferred di- 
rectly from one to the other in a “peer-to- 
peer” transfer. The new model is different in 
one key respect. Before a file is sent from one 
user to another, the central server checks to 
make sure that the recipient is a paid-up 
subscriber. The file is then scrambled by the 
sender in such a way that only the recipient 
can read it. This scrambling is applied each 
time a file is sent from one user to another, 
and only Napster’s software can reverse it. 

This new model is more secure, but less 
open, than Napster’s current approach. The 
scrambling means that downloaded files 
cannot be transferred on to portable music 
players, or “burned” on to cps, as they can 
now. Only the Napster software can un- 
scramble files for these purposes—probably 
for an extra fee. The service will also limit the 
audio quality of files, to show that Napster is 
not out to replace cps. 

The new service will have three levels of 
membership. A trial membership will be 
available for free. After that, a basic mem- 
bership (for less than $5 a month) will entitle 
users to a certain number of file downloads 
per month. Full membership (for $6-10 a 
month) will allow unlimited downloads. 
Napster has 64m registered users, and sur- 
veys suggest that around 70% of them might 
be prepared to pay for it. Napster assumes 
only around 5% will sign up initially, but 
even this would produce big revenues. 

One of the main sticking points in nego- 
tations with record companies so far, ac- 
cording to Hank Barry, Napster’s chief exec- 
utive, has been the question of how to divide 
this money. So instead of offering a fixed 
share of revenues, Napster says it will make 
guaranteed payments of at least $200m a 
year for five years, to be divided between re- 
cord companies and other rights-holders on 
the basis of usage-tracking data. Of this, 
$150m is for the Big Five, and $50m for inde- 
pendent record firms and artists. But Nap- 
ster’s offer should be seen as a starting point 
for talks, rather than a take-it-or-leave-it 
package. Any final deal is likely to include a 
mix of fixed payments and a percentage of 
overall revenues. The big labels have already 
signalled that the current offer is inadequate. 

With Napster close to being shut down, 
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Prepared to pay 


Mr Barry wants a “cease- 
fire” so that a settlement 
can be agreed: “We want 
users to know that if Nap- 
ster is shut down...it is be- 
cause the record companies 
don’t want to take their 
money.” Even if no deal is 
struck, Napster will con- 
tinue to fight its corner, and 
will launch its subscription 
service in July anyway. The 
legal battle, notes Mr Barry, 
pertains to the old Napster, 
not the new one. 

Napster faces a tight- 
rope walk over the next few 
weeks. Although it still insists it is not break- 
ing the law, it must shut down its existing 
free service if it is to get users to switch to the 
new service. But only by keeping the existing 
service running can it keep its community 
together and put pressure on the record 
companies to co-operate. 

Napster’s tack now is to claim that it 
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could be a saviour of sorts for the record 
companies. Andreas Schmidt, chief execu- 
tive of Bertelsmann’s e-commerce group, 
notes that cp sales are growing by just 2.3% a 
year. Napster-like services, he suggests, are 
just the marketing tools the industry needs 
to rejuvenate itself. Additional revenues 
from such services and from the resulting ex- 
trasales of cps could, he claims, increase rev- 
enues by some 30% by 2005. 

Napster is offering the record companies 
something they have been unable to create 
on their own: a way to profit from online 
music distribution. If they refuse to deal, the 
big winner might turn out to be one of their 
own, Bertelsmann. Not only does it hold an 
option to convert a $60m loan to Napster 
into a 58% stake, which would sky-rocket in 
value if the new service takes off. Even better, 
if the other record companies refuse to sign 
up, it could find itself creaming off most of 
the new Napster’s revenues, while its rivals’ 
songs continue being swapped for free. If 
that thought doesn’t focus record executives’ 
minds, nothing will. 





Law firms 


Unrequited love 


FTER Gaedertz, a German law firm, 
failed to agree last month to a merger 
with Norton Rose, a British firm, it decided to 
break itself up. Gaedertz’s office in Hamburg 
linked with Latham & Watkins, an Ameri- 
can firm; the team in Cologne joined Norton 
Rose anyway; and the Berlin office has yet to 
decide what to do. The different bits of the 
firm could not agree on which partner to go 
with; but all of them did agree that interna- 
tional partners are essential for survival in 
the globalising legal world. 

That is the general consensus in Europe, 
and Clifford Chance, a British firm, has been 
the most aggressive in pursuit of a global 
strategy. It became the world’s largest law 
firm after its merger with New York’s Rogers 
& Wells and Germany’s Pinder, Volhard, 
Weber & Axster in 1999, and it may add yet 
more (smaller) practices in Europe and Asia 
to its empire this year. 

New York firms, on the other hand, tend 
to be sceptical about the Clifford Chance 
route. “We do not see demand for a global 
firm from our clients,” says John Ettinger at 
Davis Polk & Wardwell. Davis Polk, like 
many of its peers in New York, practises only 
American law and prefers the “best friends” 
approach to globalisation. Best friends co- 
operate closely in their respective jurisdic- 
tions but keep their independence. Davis 
Polk’s partner in Germany, for instance, is 
Hengeler Müller Weitzel Wirtz, the only top 
German firm that still prefers to go it alone. 

Some New Yorkers have deliberately 
limited themselves to a narrow local market. 


Schulte Roth & Zabel, for example, is very 
profitable thanks to its specialisation in al- 
ternative investment, in particular in hedge 
funds. About 50 of the firm’s 275 lawyers ad- 
vise on alternative investment. 

The city’s lawyers are lucky that New 
York’s financial community has remained 
remarkably loyal to a very small circle of lo- 
cal firms. Morgan Stanley turns to Davis Polk 
for its legal advice, while Goldman Sachs 
sticks mostly to Sullivan & Cromwell. “In the 
past ten years we have seen an increasing 
percentage of the best-paying litigation and 
deal work consolidating at fewer and fewer 
elite firms—all New York-based,” says The 
American Lawyer, a trade magazine. 

However, New York’s elite continues to 
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remain aloof from international deals for 
reasons other than internal strategy. One 
reasons the small matter of partners’ profits. 
At most leading New York firms, the part- 
ners’ share of profits depends on how much 
business they bring in: they eat what they 
kill. This system sits uneasily with London 
firms, which believe that their “lockstep” 
system—sharing profits among partners ac- 
cording to seniority--encourages teamwork. 
It is difficult to persuade New Yorkers to ac- 
cept the big pay cut that can come with a 
switch toa lockstep calculation. 

Over the past decade, therefore, Lon- 
don’s leading firms have felt obliged to set up 
in the world’s largest capital market on their 
own. But, despite costly expansion, they 
have signally failed to make decent inroads 
into the American market. This sobering ex- 
perience has left them with an even greater 
desire to link up with New Yorkers. 

The one big carrot that London firms can 
dangle in front of reticent Americans is the 
increasing importance of cross-border deals 
in Europe. These are highly profitable for the 
legal profession, and the hottest market to- 
day is Germany, which until a decade ago 
was virtually inaccessible to non-German 
law firms. A supreme-court decision in 1992 
allowed German law firms to merge, and 
triggered a flurry of deals. 

Shown the cold shoulder in America, 
many London firms have turned to German 
practices for partners: Linklaters merged 
with Oppenhoff & Radler last month, and 
Clifford Chance with Piinder. Freshfields 
Bruckhaus Deringer is the result of a merger 
between Freshfields, a British firm, and two 
top German practices. 

Most New Yorkers still reckon that they 
can remain competitive in Europe by spruc- 
ing up their operations and hiring local law- 
yers. But they could change their minds if a 
top New York firm were to merge with a top 
London firm. When rumours of a merger be- 
tween Freshfields and Cleary, Gottlieb, Steen 
& Hamilton circulated late last year, New 
Yorkers pricked up their ears. The two firms 
have never been in talks, says Alan Peck, 





©. Freshfields’ chief executive. But Freshfields 


continues to go courting across the Atlantic. 


South African governance 


The end of 
minority rule 


JOHANNESBURG 


HEN they were rebels, South Africa’s 

current rulers used to threaten to na- 
tionalise big business. But their rise to power 
has instead brought better corporate gover- 
nance. South African firms are now more ef- 
ficient and transparent than they were un- 
der apartheid. The end of sanctions left them 
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free to woo foreign investors; who de- 
manded an end to the clubbiness that- 


blighted boardrooms in the old days. 

Even the announcement this month that 
De Beers, the diamond cartel, will delist its 
shares was a sign of progress. Taking the firm 
private will not, of course, make De Beers’ af- 
fairs more transparent. But the proposal will 
end the cross-shareholding between the car- 
tel and Anglo American, a mining giant. De 
Beers owns 35% of Anglo and Anglo owns 
32% of De Beers. In London, where Anglo 
moved its main listing from Johannesburg 
in 1999, such cross-holdings are frowned 
upon, because they reduce liquidity and 
make hostile takeovers difficult. 

Anglo has transformed itself in the past 
decade. In the 1980s the firm controlled more 
than half of the Johannesburg stock ex- 
change and had tentacles in everything from 
fruit juice tocars. Under sanctions, South Af- 
rican firms could not expand overseas, so 
they diversified at home, often into busi- 
nesses they knew little about, Since the early 
1990s, however, the cleverer firms have sold 
off peripheral subsidiaries. Miners such as 
Anglo now concentrate on mining and tex- 
tile firms stick to their knitting. 

In 1989, some 17 of the 20 largest firms 
listed in Johannesburg were controlled by 
blocks of insiders. These insiders would typi- 
cally own a minority of shares, butenough to 
prevent dispersed outside shareholders, to 
whom little corporate information was dis- 
closed, from challenging management. Con- 
flicts of interest were common: firms linked 
by cross-shareholdings bought products 
and services from each other whether it was 
sensible or not. Other ruses for raising capital 
without surrendering control included issu- 
ing “N-shares”, which paid dividends but 
carried little voting power, and erecting 
“pyramids”, which allowed founding fam- 
ilies to control operating companies with 
only a small stake, through a series of hold- 
ing companies. 

Such opaque structures deterred outside 
investors—several conglomerates traded at 
discounts of up to 40% of the underlying 
value of their assets. To resurrect this value, 
the insiders had to let go. By 1999, the number 
of minority-controlled firms in the Johan- 
nesburg top 20 had fallen to 1. The total 
number of firms with pyramid structures 
fell from 53 in 1989 to 27 in 1999, according to 
Nick Segal of the University of Cape Town 
and Stephan Malherbe, a consultant. Firms 
such as South African Breweries, Billiton, a 
miner, and Old Mutual, an insurer, became 
transparent enough to list in London. Ac- 
counting standards are improving, and the 
authorities have started to pursue insider 
traders, although none has yet been success- 
fully prosecuted. 

The break-up of the old conglomerates 
coincided with attempts tocreate a new class 
of black businessmen. Because many old 
firms were trying to sell non-core businesses, 





there was much for the new black elite to 


‘buy. But because they did not have the 


money to buy majority stakes, they copied 
some of the bad habits of the old South Af- 
rica, issuing N-shares and trying to hide in- 
formation from other shareholders. This 
helped cause some spectacular share-price 
collapses. 

Black capitalists are now trying to tidy 
up their act. Last year, the Johannesburg ex- 
change announced that no new listings 
would be allowed of firms with n-shares or 
pyramid structures. In the new South Africa, 
shareholders can no longer be trampled 
with impunity. 


The steel industry 


Welding bells 


PARIS 


VEN by “old economy” standards, steel 
making is hardly a business: that sets 
pulses racing. Yet heartbeats. quickened in 
Europe’s struggling steel industry on Febru- 
ary 19th. Usinor of France, Arbed of Luxem- 
bourg and Spain’s Aceralia announced a 
three-way merger to form a group with 
110,000 employees and annual sales of €30 
billion ($27.3 billion). If approved by regula- 
tors, the deal will create the world’s biggest 
steel group, capable of producing 45m 
tonnes of steel each year (see chart overleaf). 
Itis a big if. The European Commission is 
expected to spend months poring over the 
proposed deal, as Francis Mer, boss of Usi- 
nor and co-chairman of the new group, ac- 
knowledged when it was unveiled. Last year, 
the commission blocked a three-way tie-up 
in Europe’s aluminium industry, despite ev- 
idence that the companies involved had be- 
come uncompetitive on their own. The steel 
companies know that if they are to avoid the 
same fate, they must be prepared to make big 
concessions. 
Regulators will be particularly interested 
in the new group’s 40% share of Europe’s 
market for flat-rolled carbon steel, used 
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TOKYO 


| APPOSHU, or low-malt beer, seems 

an unlikely battleground for Japan’s 

top brewers. But Asahi, the second-biggest 

“beer maker, is hoping that Honnama, its 

first low-malt offering, launched on Febru- 

ary zast, will oust Kirin from its traditional 
position as industry leader. 

Low-malt beer was concocted several 
years ago by brewers looking to take ad- 
vantage of the fact that beer is taxed in Ja- 
pan according to its malt content. Hap- 
poshu is made with all sorts of malt 
substitutes. Thus, although it looks like 
beer and tastes more or less like beer (ex- 
cept to finicky beer lovers), it is not taxed 
like beer. With recession-weary consum- 
ers counting their pennies, the budget 
brew, which costs two-thirds of the origi- 
nal, has been a surprise hit. It is, in fact, the 
only bit of the beer market that is growing. 
Although they barely existed six years ago, 
low-malt brews now account for over one- 
fifth of beer sales in Japan (see chart). 

Kirin’s dominance of the low-malt 
market has helped it retain the top spot. 
But it is fast losing its lead, having ceded 
ground to Asahi in most other categories. 
Seven years ago, half the beer drunk in Ja- 
pan was Kirin’s, while Asahi had only a 
quarter of the market. But the global suc- 








cess of Asahi’s Super Dry, the world’s 
third-best-selling beer, has badly dented 
Kirin’s sales; now it has 38% of the market, 
only slightly above Asahi, with 36%. 

If Asahi’s new brew is a hit, Kirin could 
lose its crown within a month, reckons Hi- 
roshi Saji of Mizuho Se- 
curities. Before its launch, 
orders for Asahi’s low- 
malt offering were coming 
in at triple the usual rate 
for new beers. The 
brewers trendy brand 
and marketing skills will 
help. But Kirin is fighting 
back. It relaunched its 
own low-malt beer last 
month. It has also decided 
to publish its sales data bi- 
annually instead of 
monthly. That way, even if it is overtaken, 
it cannot be officially dethroned until its 
next batch of numbers comes out in June. 

For all the vigour the brewers are 
putting into their latest battle, it is a fight 
they could both end up losing. Sales of or- 
dinary beer have been falling for four 
years; with no signs of a robust economic 
recovery, the industry's prospects look 
bleak. And as promising as the growth in 
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A right old brewhaha in Japan 


low-malt beers has been, it has come at the 
expense of other beers. Even Asahi, which | 
has high hopes for Honnama, knows that | 
it is not a question of whether its flagship | 
Super Dry will be cannibalised by its cut- 
price product, but by how much. 

Such worries pale in the face of aneven 
scarier prospect: that the finance ministry 
might take the fizz out of low-malt brews 
by raising tax rates on them next year. Ithas 
tried this before, insisting 
that what looks, tastes 
and is made like normal 
beer should also be taxed 
like it. Beer makers, argu- 
ing that such changes de- 
ter them from developing 
creative new products, 
were told that they 
should not be inventing 
new goods just to exploit 
tax loopholes. 

Although the beer 
firms won the first round 
of this battle—thanks to the ruling Liberal 
Democratic Party, which feared a con- 
sumer backlash—the bureaucrats have not 
given up. But the brewers may be worrying 
too much in any case. Anecdotal evidence 
suggests that more and more customers 
prefer low-malt beer to the ordinary sort. 
In trying to devise a tax dodge, the brewers 
may have accidentally stumbled on a win- 
ning recipe. 














mostly for making cars and white goods. 
Globally, the group's share of this market is a 
less threatening 10%—testimony to the steel 
industry’s fragmented nature. Peter Dupont, 
an analyst with Commerzbank, says the 
new company will anyway try to shrink its 
flat-rolled carbon steel production by focus- 
ing on its most efficient plants, Some 60% of 
€2 billion in projected cost-savings will 
come from this tactic. 

The proposed merger brings a spot of 
cheer to a troubled business. Earlier this 
month, Corus, an Anglo-Dutch steel group, 
said it will lay off 6,000 workers and cut pro- 
duction by one-fifth in Britain, 





voke others into action. ThyssenKrupp, Ger- 
many’s biggest steel maker, held abortive 
merger talks with Usinor last year, then 
failed to spin off its steel operation. The latest 
combination puts it under renewed pressure 
to do a deal of its own. Again, though, it will 
rely on the European Commission’s accept- 
ing the argument that global, not local, fac- 
tors should settle antitrust questions. 

This argument has some merit, mainly 
because price pressure clearly comes from 
the ability to ship steel from low-cost de- 
veloping countries to more mature econo- 
mies. In important ways, though, the steel 











industry remains far from global. Assuming 
the three-way merger goes ahead, the new 
group and its two nearest rivals combined 
will control a little over 10% of the market, 
paltry compared with the concentration in 
other basic industries. Big markets, particu- 
larly America’s, remain hopelessly frag- 
mented, with little sign that they can be 
quickly and profitably consolidated. 
Indeed, asked whether the new group 
intends to expand beyond Europe, Mr Mer 
stressed that the more important challenge 
will be getting the merger right. That will take 
at least two years and will involve sensitive 
local negotations over job 
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BUSINESS _ 
British retailing 


Chemistry upset 


NOTTINGHAM 








Boots is Britain’s most trusted retailer. So why is its future in doubt? 


IKE cricket and warm beer, Boots is part of 
the fabric of Britain. The biggest em- 
ployer in the East Midlands, its headquarters 
and factories stand on an estate the size of 
Monaco just outside Nottingham, which lo- 
cals joke is a city on the edge of Boots. The 
site, with its own hospital and a power sta- 
tion that sells enough surplus electricity to 
the National Grid to light up a fair-sized 
town, sits cheek-by-jow! with Nottingham 
University. Its buildings were donated by 
Jesse Boot, who started dispensing pills from 
his father’s shop in the 1870s. 

Today, Boots is Britain’s largest phar- 
macy chain with 1,400 shops selling every- 
thing from sandwiches to skin cream. Like 
Marks & Spencer (mas)~-until recently itself 
an iconic British retailer—Boots is also a 
brand. More than two-fifths of its £5.2 billion 
($7.9 billion) sales comes from own-label 
products; its oval blue-and-white logo is 
trusted like no other. Boots makes Britain’s 
best-selling cosmetics range, No 7, its biggest 
suntan lotion, Soltan, and its number one 
painkiller, Nurofen. “If Boots makes it, peo- 
ple don’t think twice about shoving it down 
their kids’ throats or rubbing it on their 
faces,” says Bruce Hubbard, an analyst at 
Schroder Salomon Smith Barney. 

Until recently the Boots formula worked 
a treat. With a quarter of the British health 
and beauty market, the firm’s dominance 
was unrivalled. Being a manufacturer of its 
own products gave it an edge, ensuring con- 
sistent quality, rapid innovation and big re- 
turns. In the absence of serious competition, 
Boots could charge high prices. 

That strength, however, has become a li- 
ability. In the mid-1990s, supermarket 


Sometimes they have to close, too 
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chains began targeting the group’s core 
health, beauty and drug-retail business, 
which accounts for three-quarters of sales 
(see chart). As cosmetics and toiletries be- 
came commodities, the supermarkets, with 
their vast buying power, lower costs and 
increasingly trusted brands, gained market 
share. In five years, Tesco has become Brit- 
ain’s second-biggest health and beauty re- 
tailer with 12.5% of the market. Now Asda, a 
supermarket chain owned by America’s 
Wal-Mart, is tightening the screws, announc- 
ing plans last month to triple the number of 
in-store pharmacies and to open optician 
centres. Boots has managed to maintain 
market share so far, but new figures from 
Verdict, a consultancy, suggest this is starting 
to slip~-a claim that Boots hotly disputes. 
Steve Russell, Boots’s chief executive, de- 
nies that, like mas, Boots has overestimated 
customer loyalty. He insists that price com- 
petition is less of a concern than it was a year 
ago. However, the numbers tell a different 





story. Boots’s same-store sales (which count 
stores open for a year or more) fell 1.5% in the 
13 weeks leading up to Christmas—a poor re- 
sult compared with other high-street retail- 
ers. Investors worry that the group’s margins 
are under pressure and its return on assets is 
slipping. The result is a share price that has 
lagged Britain’s rr All-Share index by 42% 
since the start of 1999. Some are comparing 
Boots to mas and talking of a profit collapse. 
Behind the scenes, there are signs of panic. 
Analysts grumble that Boots has begun flat- 
tering its trading figures by, for. example, 
counting ongoing costs as exceptional items. 

Toits credit, Boots’s management admits 
it has a problem. “We are in.a constant spot- 
light on every bloody week’s trading,” says 
Mr Russell. He is trying to do: something 
about it: Boots is workingon a reorganisation 
that could divide the high-street chain into 
small convenience shops and: larger “well- 
ness centres”, as well as selling or demerging 
some peripheral divisions. 

A shake-up is all the more necessary be- 
cause Mr Russell’s attempts so far to rekindle 
growth look unconvincing. As with many 
British retailers, trying to take the Boots 
brand overseas—into the Netherlands, Thai- 
land and Japan—has been a disaster. Barry 
Clare, head of Boots International, has acted 
quickly to pull out of the Netherlands and is 
retrenching in Thailand. He is happier with 
Boots Healthcare International (sm1), the 
subsidiary responsible for brands such as 
Nurofen, Strepsils and Clearasil. But at 4% of 
group profits, its influence on Boots’s perfor- 
mance is still small. 

In the short term, stretching the brand 
beyond retailing to higher-margin services 
looks more promising. Boots already offers 
eye and dental care. One of its London stores 
has converted space once used to sell pots 
and pans into a pamper parlour offering la- 
ser hair removal and dry-float treatments. 
But it is not clear that Boots can run services 
well. Its most established, Boots Opticians, is 
losing ground to more specialised rivals. Mr 
Russell admits that he has “definitely not yet 
proved that the Boots brand can stretch”. 
Nor has he been tough enough on cost-cut- 
ting, especially store closures and layoffs. 

This predicament makes Boots, cur- 
rently valued at £5.5 billion, a break-up can- 
didate. Two of its businesses, sH1 and Hal- 
fords, a car-parts chain, could fetch a 
combined £2 billion. The remainder, implic- 
itly valued at £3.5 billion, is really worth more 
than £5 billion, argues Société Générale, a 
bank, given its strong cash flow, vast prop- 
erty portfolio and resilient brand. That could 
make Boots prey for a financial buyer, a Brit- 
ish supermarket chain or an overseas rival 
such as America’s Walgreens, which is eager 
to get its hands on valuable pharmacy li- 
cences in a new market. Before long, the visi- 
tors to Boots’s impressive headquarters may 
include barbarians hammering on the gates. 
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AFRICA COMMUNICATION AND INFORMATION 
TECHNOLOGY ALLIANCE-(ACITA) 


$ e 
l he Warwick . The Africa Y2k Working Group is proposing the formation of an Africa 


Communication and Information Technology Alliance (ACITA). The activities 
| to be undertaken by ACITA areas follows: In 1999, the World Bank assisted 
in the formation of an Africa YZK Working Group. Working Group members 
and the IT focal points in all the sub-regional economic and political 
® i organisations are determined to ensure that the successes of the group, the 
: networking and lessoris learned should not go in vain but are leveraged for 
i ®. * 8 the promotion and diffusion of information technology in Africa. IT need 
on Sl er it to come to Africa and Africe to IT, This is needed if the digital divide is to 
: be bridged and the opportunities of the digital revolution tapped by 
$ Africans. Thus, support from bilateral and multilateral agencies is being 
mobilised for the formation of ACITA. 


a n u n fa i r | ACTIVITY DESCRIPTION: 


1. Support to the formation of an Africa Communication and Information 
Technology Aliance (ACITA) through the Africa Y2K Coordination Bureau 


advantage. | Ee ea 


Campaign to secure the recognition and political support for the formation 
of ACITA from SADC, BAC, CEMAC and ECOWAS to the level of Committee - 
of Experts and ultimately Council of Ministers of these organizations. There 
are already focal paints in all economic and political groupings in Africa 


Identification and/or formation of IT focal paints in alt sub-Saharan Africa 
Countries and regional economic and political organisation to effectively 
serve for the acquisition and diffusion of information technology ; 


There are many places to go to take an MBA, but there’s . The research and development of templates on policy and programme 
only one place to go if you want it to count for more. development on information technology, development of specific applications 
Do your MBA at Warwick, do your career a favour, to meet Africa needs. 
The Africa Y2K Coordinating is seeking support and suggestions on the 
development and operationalisation of these ideas. 


Tel! 024 7652 3922 Fax: 024 7652 4643 ; For more information and responses please contact: 
Email: fmbain@whs.warwick.ac.uk tare i Baba-Mustafa Marong, ACITA (Africa Y2K), ACITA Bureau, 
http://www.wbs.warwick.ac.uk/mba ADLAN g'o Nipa Building, independence Drive, Banjul, The Gambia 
= Tek (220) 202393 , 201240 © Fax: (220) 227214 
Email: Mandoro@qanet.gm,mandhora@yahoo.com 


“EARNING THE CFA’ CHARTER 
MAKES A GOOD INVESTMENT 
PROFESSIONAL BET TER.” ~ Abby Joseph Cohen, CFA 


Around the world, investment professionals and investors alike recognize the value of the 
Chartered Financial Analyst™ (CFA®) designation. When you choose a CFA charterholder to 
manage your investment portfolio, you are choosing someone who has 


? mastered a rigorous body of knowledge., Someone whose understanding 
Abby Joseph Cohen, CFA ` ` , : f 
bby Joseph Coher. LI of financial markets and the risks being undertaken literally has been 


put to the test. And through the Association for Investment Management 


Managing Director and Chair 
, 


of the Invesiment Policy Committee 

Goldman, Sachs & Co. and Research (AIMR), CFA charterholders have ongoing access to the 
New York, NY, USA latest, most complete investment knowledge and professional education, 
CFA charterholder since 1980 Whether you are looking to invest for yourself or on behalf of your organization, choose an 
investment professional who has earned the globally recognized standard of excellence. 


Choose a CFA charterholder. 


800-247-8132 + 804-951-5499 + www.almrorg 





SETTING A HIGHER STANDARD FOR INVESTMENT PROFESSIONALS WORLDWIDE~ 
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Uneasy lies the head 


Sir Martin Sorrell is the successful boss of the world’s biggest advertising group. 
Why is he so insecure? 


VEN at a whisker over five foot six, Sir 

Martin Sorrell should be feeling invinci- 
ble. Last year was a dream for the British 
chief executive of wep. First he was knighted. 
Then he bagged Young & Rubicam, an Amer- 
ican marketing group, for $4.7 billion in the 
biggest takeover in advertising history, after 
defusing a public row that almost scuppered 
the deal. Buying yar catapulted wep over 
America’s Omnicom to become the world’s 
biggest marketing-services group—span- 
ning advertising, research, public relations 
and branding. The firm’s latest annual re- 
sults, announced on February 21st, showed it 
holding up well, with operating profit grow- 
ing by 43% to $631m. 

Not bad for a self-confessed bean coun- 
ter. And it took him just 15 years to build the 
firm from scratch. wep started life as Wire 
and Plastics Products, a company making 
shopping baskets. That was before Sir Martin, fresh from his job as 
finance director at Saatchi & Saatchi, an ad agency, went shopping 
himself. He snapped up J. Walter Thompson (jw) in 1987—the 
first purchase of a listed American advertising agency by a foreign 
rival. In another hostile takeover in 1989, he swallowed Ogilvy & 
Mather, prompting a livid David Ogilvy to splutter about “that 
odious little shit”. 

It seems odd then that, at the peak of his powers, 56-year-old 
Sir Martin is not enjoying it all more. “I never feel secure,” he says. “I 
started wep with two people in a room and I worry that we can go 
back to that.” 

His unusual history helps explain why. He is one of the few 
managers to have taken his company to the edge of bankruptcy 
and survived. Already over-leveraged after buying yjwr—16 times 
weP’s size—his decision to pay for Ogilvy & Mather with cash and 
convertible shares buried wrr in debt. When recession hit in 1990, 
wpP’s share price tanked and Sir Martin 





Nor is wer the same company it was in 1990. 
Debt and interest cover are healthy, and half 
of its revenues now come from services such 
as public relations, which are growing faster 
than traditional advertising. Faithful share- 
holders—except those who bought in the 
heady late-1980s—have been rewarded (see 
chart). And recession or no, Sir Martin has no 
doubts about strengthening the business in 
America: “The world is Americanising. Any- 
one who doesn’t understand the power of 
the American economy fails.” 

What really bothers Sir Martin is a new 
short-termism—what he calls “an erosion of 
loyalty”. Expectations of easy gains have 
made it hard to retain talent, he says: “No- 
body is willing to serve an apprenticeship 
any more.” His father, who ran the largest 
electrical retailer in Britain, taught him the 
importance of persistence in tough times. It 
was this philosophy that kept Sir Martin plugging away at his eco- 
nomics degree at Cambridge even though, he laughs, “I worked 
hard and got nowhere” (in fact, he passed, just). And it gave him 
the doggedness to hang on to wep. Investors, though, have grown 
less tolerant of failure. Sir Martin thinks he would be fired today 
for the mistakes he made in 1990. 


Middleman 


This sense of insecurity has kept Sir Martin relatively humble. That 
is a laudable attribute in a company chief, but it may have its 
downside. It has, for instance, turned him into something of acon- 
trol freak. The events of a decade ago made Sir Martin re-examine 
his own role. “I asked myself: ‘Do I add value from the centre?” 
Since then, Sir Martin’s involvement has become as intense as that 
of Jack Welch at General Electric. By contrast, rivals such as John 
Wren at Omnicom and the recently retired Phil Geier at Interpu- 
blic have been fairly passive bosses of 





was forced to surrender a slice of his com- Daring ascent 


holding companies that let their operating 





pany to its banks. But despite calls for his 
head, Sir Martin not only hung on to his 
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businesses function autonomously. 
Sir Martin’s hands-on style has mostly 





job, but negotiated himself a fat com- 





brought benefits. By persuading wep’s 








pensation package for rescuing a com- 
pany he had almost killed. 


warring agencies to share skills and to 
work with their less glamorous colleagues 
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in direct marketing or research, he can of- 
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just as an American recession threatens, -ba 
Sir Martin might be forgiven for feeling a 
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But wep is not General Electric. In a 








touch of déja vu on the timing front. WPP's share price 


people business, interference can stifle 





pence 


Though he, like Alan Greenspan, does not 
believe that the party is over for the Amer- 
ican economy, he admits that wep’s 


creativity. Sir Martin makes much of valu- 
ing talent. But he is considered by some to 
be better at re-engineering operations 





heady growth of 15% in revenue last year is 


than managing ponytailed copywriters. 





probably “as good as it gets”. He predicts a 


Though traditional advertising may mat- 





slowdown to 7% in 2001. 


ter less than it once did, an inspired tv 





This, however, is not what keeps Sir 


spotcan still liftaclient’s sales like nothing 





Martin awake at night. Growth of 7% 





else. In a business built on egos, loyalty 


would be impressive in a market where 
the rise in advertising spend is expected to 
halve to 4.7% this year in North America. 
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| _ Sources: Zenith Media; Thomson Financial Datastream 























may be best secured by giving people 
room to breathe. Sir Martin may even find 
that he can then breathe easier himself. 
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Government of National Capital Territory of Delhi 


Opportunity for Acquiring Majority Equity of the 
Proposed Electricity Distribution Companies in Delhi, 
the capital of India 


Delhi Vidyut Board (DVB) generates, transmits and distributes electricity 
in Delhi, the capital of India. As a part of electricity reforms, DVB is 
proposed to be unbundled into one generation company, one transmission 
company, three distribution companies and one holding company. The 
necessary enabling legal framework (including creation of independent 
electricity regulatory commission) is already in place. The three 
distribution companies are proposed to be privatised through sale of 51% 
equity through a two stage (RFQ and RFP) process. Brief highlights of 
DVB are provided below: 


Total area of supply of DVB — 1397 sq. kms. 

Peak Load in 1999-00 ~ around 2600 MWs 

Number of consumers — around 2.3 million 

Projected Performance of DVB for 2001-02 ~ Energy Input of 
19204 mu’s, energy billed of 9878 mu's and total revenue of about 
Rs, 49859 million 

> Delhi has the second highest per capita net state domestic product (at 
current prices) out of all States of India 

DVB has applied to Regulatory Commission for revision of tariffs in 
01-02 and tariff setting principles for determining tariffs in 02-03 to 
05-06. Tariff order expected by April, 2001 
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Interested investors can obtain the Request for Qualification (RFQ) 
document from Mr. M, V. Harshey, Vice President (IA&SF), SBI 
Capital Markets Limited, Sth Floor, Ashoka Estate, Barakhamba Road, 
New Delhi — 110001, INDIA [Telephone : 0091-11-3711075, 3314113, 
3311753, 3311758, 3311777. Fax : 0091-11-3712894. e-mail : 
shicap@del2.vsni.net.in ] by paying an amount of Rs, 7000/- (for 
Indian bidders) or US$ 150/- (for foreign bidders) through a demand 
draft/bankers cheque payable at New Delhi, India and drawn in favour 
of SBI Capital Markets Limited. 


Last Date for Purchase of RFQ : March 30, 2001 
Last Date for Submission of SOQ : 1200 hours on April 16, 2001 
Date of Opening of SOQ : 1600 hours on April 16, 2001 


alification (SOQ) in response 





RFQ 


Any company/consortium, whether presently existing or to be formed 
specifically to participate in this privatisation may submit a SOQ provided 
they meet the following criteria (which can be satisfied by the bidder on 
its own strength or the strength of its Group companies or Parent 
company/Promoter as per the terms contained in the RFQ): 


Lead Company of a consortium or the Single Bidder (in case bid is not 
made in a consortium) 
< Net worth of at least Rs. 5000 million or US$ 110 million calculated on 
the basis of the latest full year audited accounts [where net worth shall 
mean the sum total of paid up equity capital and free reserves 
(excluding revaluation reserves) less the miscellaneous expenditure/ 
intangibles not written off less accumulated losses] 
- Sales Turnover of at least Rs. 10000 million or US$ 220 million 
calculated on the basis of the latest full year audited accounts 


For further details please visit web site www.sbicaps.com or 

www.delhividyut.com or www.powermin nic.in 

Principal Secretary (Power) 

Government of National Capital Territory of Delhi 

India 

Caveat : This is not a prospectus or offer or invitation to the public in 

relation to the sale of shares or any other securities. The issue of this 

advertisement does not constitute a commitment by GoNCTD to enter into 
any agreement/contract with any entity ‘person. 


THE THOUGHTFUL PURSUIT 
OF YOUR GOALS 
THe DUKE MBA— GLOBAL EXECUTIVE 


You have goals for yourself and your career. The Fuqua School 
of Business understands that. So we've created 
The Duke MBA — Global Executive for 
people like you who aspire to be 
thoughtful business leaders on 
a global scale. Join us and a 
world-class group of peers 
at Fuqua to advance 
to the next step in 
successfully reaching 
your goals. 


The Duke MBA — | 


Global Executive 
is a 19-month 
degree program 
for mid- to 
senior-level 
managers with 
at least 10 years 
of professional 
experience and 
current global 
responsibilities. 
The Global Executive 
program combines 
the traditional classroom 
atmosphere with distance 
learning using state-of-the-art 
Internet-based technology. 


@ Earn an MBA from a top-tier business 
school without interrupting your career. 


@ Live and work around the world while obtaining an MBA. 


© Take what you learn in the classroom and immediately apply : 
it on the job, 


© Establish a worldwide network of fellow global managers. 


© Master the use of technology and Duke's team-based 
learning model for competitive advantage in the global 
economy. 


To learn more about how The Duke MBA — Global Executive 
can work for you or your company, contact us today: 


Tel U.S. 919.660.7804 
Tel Europe 49.69.9726990 
Fax 919.660.8044 


E-mail globalexec@fuqua.duke.edu 
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Another Record-Breaking 
Corporate Bond Issue. 






These securities have not been and will not be registered under the US Securities Act of 1933 
and may not be offered or sold in the United States or to US persons unless the securities 
are registered or an exemption from the registration requirements is available. 

All of these securities have been previously sold. This announcement appears as a matter of record only. 







US$1,500,000,000 


AWL 


Hutchison Whampoa International (01/11) Limited 









7% Guaranteed Notes due 2011 






unconditionally and irrevocably guaranteed by 


Hutchison Whampoa Limited 










Joint Bookrunners and Joint Lead Managers 


Goldman Sachs (Asia) L.L.C. Merrill Lynch & Co. JPMorgan 






February 2001 
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FINANCE AND ECONOMICS 


The smell test 


MOSCOW 





Western financiers hold their noses when they do business in Russia 


ITH the right advice, achieving 

respectability is merely a question of 
time and money. After Russia’s default and 
financial crash in August 1998, foreign inves- 
tors seemed to have lost their illusions, Prac- 
tices previously dismissed as mere teething 
troubles, such as grotesque standards of cor- 
porate governance, the abuse of minority 
shareholders, and contemptuous disregard 
for creditors, suddenly became glaring, in- 
grained flaws. One scalded banker said at 
the time that he would “rather eat nuclear 
waste” than invest in Russia again. Of course 
in Russia it is possible todo both. 

That was then. Investment banks in Rus- 
sia, as well as lawyers, accountants, consul- 
tants and public-relations flaks, are getting 
ever busier. In 1996-97, says one veteran for- 
eign financier in Moscow, “we made our 
money selling crappy Russian shares to for- 
eigners. Now we are making our money buy- 
ing the same shares back and selling them to 
Russians.” When Russian companies were 
profitless, unrestructured monsters, tycoons 
sold shares in them at high prices to western- 
ers. Now—thanks to high commodity prices, 
devaluation and, in some cases, a bit of re- 
structuring—these companies are making 
money, and the same managers are buying 
back their shares on the cheap. 

It is encouraging that Russian managers 
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see their own companies as worth investing 
in, rather than as places to loot. Some ty- 
coons even realise that to boost their com- 
pany’s credit-rating and share price through 
better management means more wealth, 
respectability--and western help. But in 
companies where guns were carried to 
board meetings not that long ago, meeting 
western standards of transparency and ethi- 
cal behaviour is tricky. 

It poses problems for western providers 
of professional services. Many local compa- 
nies get into strange transactions, and for- 
eign advisers are often involved. In 1999 
Credit Suisse First Boston (csrs) lent some 
$215m to an obscure Cyprus-based com- 
pany, Reforma, whose beneficial owners are 
obscure, so that it could buy a 9% stake in 
Russia’s biggest oil company, Lukoil. The 
transaction was done at a strikingly low 
price. In the past, such deals have been a way 
for Russian bosses to siphon assets and cash 
from companies they run to companies they 
own. The Reforma case has infuriated the 
European Bank for Reconstruction and De- 
velopment, which is trying to clarify Lukoil’s 
finances before lending it $igom. 

PricewaterhouseCoopers (pwc), the 
world’s biggest accountancy firm, has been 
involved in two of the most controversial 
audits in Russia. One, of the central bank, 


failed to find anything wrongin the shunting _ 
of large portions of Russia’s hard-currency 
reserves to another obscure offshore com- 
pany, rimaco. When news of FiMAco’s role 
came out in 1998, the imr was infuriated and 
embarrassed. A second audit, of Gazprom, 
Russia’s largest company, missed the fact 
that the energy giant was doing $1 billion a 
year of business with a little-known inter- 
mediary called Stroytransgaz. According to 
documents filed with the Russian authori- 
ties, Stroytransgaz is largely owned by rela- 
tives of Gazprom’s top management. Gaz- 
prom is now under fire from the Russian 
government and from minority sharehold- 
ers, who want it to come clean about its ties 
to intermediary firms. Hoping to clear its 
name, Gazprom has announced that none 
other than PricewaterhouseCoopers will re- 
view the whole thing. pwe politely declines 
to confirm that it is taking on the new audit. 

A third messy business concerns Norilsk © 
Nickel, the country’s main producer of plati- 
num-group metals. The management has 
diluted the holdings of investors by swap- 
ping their stakes with shares in a small Lon- 
don-based trading company. Shares in Nor- 
ilsk plunged on the news. The management 
was advised by Deutsche Bank, which 
helped it obtain a so-called “fairness opin- 
ion”. Nicholas Jordan, a senior Deutsche 
banker dealing with Russia, says: “I don’t 
think the company [Norilsk] acted appropri- 
ately. I do not think any Russian company 
acts appropriately.” His view seems to be 
thateverything that happened is legal under 
Russian law, and that businesses in the West, 
given the chance, would do the same. 

Deutsche Bank and Mr Jordan are also 
involved in another controversial affair, the 
neutering of ntv, the last remaining na- 
tional, non-state television station in Russia. 
Deutsche is advising Gazprom-Media, 
which is acting (on behalf of the govern- 
ment, most assume) to recover its debts from 
NTV and to change the management. Gaz- 
prom-Media has also just gained a well-con- 
nected Moscow pr firm, run by a former. 
western correspondent, Lawrence McDon~- 
nell. “Everyone has the right to have their 
story told,” he says. 

Russian laws are so woolly and so poorly 
enforced that legality really means having 
the right lawyer. Yet some westerners are 
increasingly uneasy about the moral climate 
in Moscow. There may be more than reputa- 
tions at risk. Western auditors of Russian 
firms with listings in New York risk lawsuits 
there from investors who claim that Russian 
companies’ cozy links with related parties 
have been negligently ignored. 











_- heart, the 1998-99 accounts would 
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Shareholder rights in Russia 
Minority what? 


MOSCOW 





Business continues as murkily as usual for Russia’s tycoons 


OSING money to a confidence trickster 
once is bad luck. Falling for the same 
scams time and again suggests wilful fool- 
ishness. The biggest companies in Russia still 
hide their cashflow and assets from minority 
shareholders, who happen mainly to be for- 
eign, and still contemptuously brush off 
protests. Oddly, some outsiders still find this 
surprising. 

The current bunch of scandals come 
from every important bit of the Russian 
economy. The country’s biggest company, 
Gazprom, is ignoring a legal requirement for 
an outside audit. Lukoil, the biggest oil com- 
pany, has-~once again—missed a promised 
deadline for publishing western-style ac- 
counts. Another huge energy company, ues, 
has largely ignored the interests of minority 
shareholders in a controversial restructuring 
plan. The national savings bank, Sberbank, 
plans to issue a large chunk of new shares at 
475% discount to book value. Finally, Norilsk 
Nickel, the country’s most profitable metals 
producer, is fleecing existing shareholders to 
the advantage of a shell trading company 
controlled by the management. 

Excuses in each case range from the fee- 
ble to the non-existent. Gazprom has never 
convincingly explained why it gives so much 
preferential business to Itera, an American- 
based outfit that started as a trading com- 
pany in 1993 and has now become the sev- 
enth-largest hydrocarbons company, by re- 
serves, in the world. A ginger group 
representing 10% of Gazprom’s shareholders 
is trying to exercise its right under Russian 
law to an independent audit of the relation- 
ship. But the company’s management, 
tersely citing “business ethics”, re- 
fuses tocomply. 

Lukoil’s failure to publish 
meaningful accounts is now a 
standing joke amongst Moscow fi- 
nanciers. In October, the company 
~~ angrily denied media reports that it 
__ was planning to miss its promised 
_ © deadline for the accounts at the end 
of 2000. But miss it the company 
did—issuing, with considerable fan- 
fare, merely an unaudited half-year 
statement. It promised just one 
more month's delay until the end of 
January. That deadline passed 
without even an apology. Then Lu- 
koil said that, really, truly, hand-on- 


be released in March. Now the 
deadline has moved again—to June. 
Lukoil, incidentally, is among the 
© best-run companies in Russia. 
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Sberbank’s story is threadbare. It says 
that it needs to raise more capital, but de- 
clines toexplain why itischoosing todo soin 
such an apparently disadvantageous way. 
The strong suspicion is that the cheap shares 
are intended for a well-connected senior 
Russian official, perhaps as part of a retire- 
ment package. 

All of this should be enough, you might 
think, to attract the authorities’ attention. 
Russia’s lightweight financial regulators 
have indeed taken Norilsk Nickel to court 
over its share swap, though so far unsuccess- 
fully. The government has also blocked vEs’s 
original restructuring plan, which would 
have sold generating capacity on the cheap 
to well-connected local tycoons. The state 
audit body is investigating Gazprom’s rela- 
tionship with Itera. But these moves seem 
mostly driven by the state’s own inter- 
ests—to keep the country lit and heated, and 
to improve its collection of taxes—rather 
than by any desire to improve Russia’s abys- 
mal record of corporate governance. 

A handful of Russian tycoons have real- 
ised that at least the semblance of transpa- 
rency can make them richer. Two big oil 
companies, Sibneft and Yukos, have 
smartened up their public image, with a cor- 
responding effect on their share price. But 
James Fenkner at Troika Dialog, the biggest 
Russian brokerage, reckons that bad cor- 
porate governance accounts for a $54 billion 
discount on what Russian equities would 
otherwise be worth. If the discount nar- 
rowed, foreign shareholders would be 
thrilled. The people who matter in Russia 
have rather different priorities. 











American shares 
Which way 
next? 


NEW YORK 


AVLOV should have worked with Wall 

Street’s bulls. With tiresome predictabil- 
ity, the best-known of these still declare the 
stockmarket to be oversold, share prices to 
be at a bottom, with a rally imminent. Their 
upbeat predictions now fall.on ever more 
sceptical ears, especially since the combined 
interest-rate cut of one percentage point in 
January has not produced—at least, not 
yet—a sustained recovery in share prices. By 
February 22nd the Nasdaq index had lost all 
of the 25% it gained after the Federal Reserve 
unexpectedly cut rates on January 3rd, and is 
back to less than half its value of a year ear- 
lier. The sap 500, dominated by bigger com- 
panies, is also down this year, by 3%, and the 
Dow Jones Industrial Average is below 
where it began the year. 

Investors are having to choose between 
putting faith in the old Wall Street adage, 
“don’t fight the Fed”---which holds that fall- 
ing interest rates lead to higher share prices— 
and reacting to a profit outlook that is swiftly 
deteriorating. A stream of disappointing 
profit announcements, and growing worries 
about what lies ahead, are undermining 
confidence in the powers of Alan Green- 
span, the chairman of the Federal Reserve, to 
work their usual magic. Downbeat news 
from Internet and technology companies, 
such as Cisco and Nortel, which were until 
recently the market’s darlings, have been 
particularly painful. Shares in Cisco, Sun Mi- 
crosystems, Jos Uniphase and Amazon are 
all trading at their lowest in at least a year. 

In public, at least, Mr Greenspan is tak- 
ing comfort from Wall Street’s equity an- 
alysts, who continue to be upbeat about the 
longer term. “One must presume”, the chair- 
man observes, that they “obtain most of 
their insights from corporate managers.” 
Perhaps that presumes too much. Analysts 
on average are currently forecasting a 
healthy 15.7% increase in profits in 2002 for 
companies in the sar 500; this suggests they 
expect companies’ current difficulties to be 
shortlived. But whether this is based on in- 
formation from corporate managers or any- 
where else is debatable. Analysts struggle to 
come up with meaningful profit predictions 
for even a few weeks ahead. When they pro- 
ject beyond the current year, they almost in- 
variably pick a number in the mid-teens. 
They presume, perhaps, that it would be 
nice if it happened, 

Managers ought to be giving analysts 
better insights into the near-term outlook, 
you might suppose. This is deteriorating 
quickly. According to First Call, a research 
firm, analysts were forecasting as recently as 
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Situation vacant 


NEW YORK 


MONG the positions remaining un- 
filled a month into the Bush adminis- 
tration is the chairmanship of the Securi- 
ties and Exchange Commission (sEc). 
Three candidates are believed to have re- 
jected the job: John Mack, until last month 
the president of Morgan Stanley; Donald 
Marron, formerly chief executive of Paine 
Webber and now at uss; and Joseph 
Grundfest, a Californian academic and 
former sec commissioner. Consider those 
putative refusals an example of President 
Bush’s initial good luck. 

If the Wall Street candidates took the 
view that they were unsuited to the job, 
they were probably right: loyalties to their 
former profession might have been a pro- 
blem. The outgoing chairman, Arthur Le- 
vitt, proved to be a rare unequivocal suc- 
cess of the Clinton administration, 
because he found a way to deal with the 


After Levitt, Zarb or Tully? 





post’s conflicting demands. 

Mr Levitt’s gift was to love the markets 
in which he had spent a long career, to un- 
derstand that they are peopled by poten- 
tial rogues, and to struggle to contain that 
regrettable tendency. His method for mak- 
ing the markets work better was simply to 
champion the cause of the individual in- 
vestor. In doing that you could say he un- 
derstood the secret of capitalism. 

Mr Levitt was adamant that the qual- 
ity, distribution and understanding of in- 
formation had to be improved. None of 
these changes would be particularly help- 
ful to well-positioned insiders. All three 
are needed in a market which outsiders 
can use to invest with confidence—a mar- 
ket capable of supplying capital cheaply 
and efficiently to companies. As much 
through preaching as through actions, Mr 
Levitt addressed real weaknesses in the 





American financial markets: deceptive 
sales practices, lousy accounting standards 
and high costs. He has left the markets in a 
far better shape to weather downturns. 

An sec under his successor must be 
prepared to investigate shenanigans. It 
needs to act against companies that skirt 
tough new disclosure rules. It must ham- 
mer technology companies for loose ac- 
counting standards, which include con- 
cealing the true cost of stock options, a 
main form of compensation for executives 
and staff. And it must outlaw doubtful 
sales tactics for complex investment pro- 
ducts—notably, the one most loved by 
insurers, variable annuities. Making 
friends must be a low priority. 

The inherited structure of America’s 
regulatory apparatus is no help. It is a mess. 
Banks, brokerages, investment funds and 
insurers are overseen by overlapping state 
and national agencies. Retirement savings, 
which is where millions of Americans and 
the financial markets interact, is regu- 
lated—and poorly—by the Department of 
Labour. 

These limitations were masked some- 
what during Mr Levitt’s tenure, thanks to 
his strong relationships within govern- 
ment. Potential candidates who are smart 
might be right to shy away from the job. 
Still, some good candidates exist. On Wall 
Street Daniel Tully, formerly of Merrill 
Lynch, and Frank Zarb, of what was then 
Smith Barney, have both served as chair- 
men of Nasdaq during its transformation 
from sleaze-pit to semi-transparent, com- 
petitive market. That was a fine accom- 
plishment, and not a bad training for the 
bigger job that now stands vacant. 





December 1st that profits for the sar 500 
would be 10.5% higher in the first quarter of 
2001 than a year earlier. Now they expect 
profits to be 3% lower. For the technology 
sector, the change in expectations is more 
dramatic, from a forecast that first-quarter 
profits will grow by 15.2% to predictions of an 
18.5% decline. 

For this year as a whole, analysts’ fore- 
casts for the sap 500 have dropped from an 
early-December forecast of 11.5% growth in 
profits to 4.5% now. Equity strategists at J.P. 
Morgan think that even this is too optimistic. 
They use a forecasting model that relies, in 
particular, on the close historical relation- 
ship between company profits and two vari- 
ables, total corporate investment in equip- 
ment and the commodity-price index 
published by The Economist. On their cur- 
rent, not especially gloomy, outlook for the 
economy (significant weakness but no “re- 
cession”) they expect an 11% average fall in 
profits this year, compared with 2000. 

Weak stockmarkets have trimmed the 
ratio of share prices to corporate earnings. 
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The price-earnings (p/e) ratio of the sap 500, 
based on most recent profits, is down from 
36 in mid-1999 to 25. A p/e of 25 is still high 
compared with almost any period before 
1997. Moreover, some obvious “value” 
shares that could have been snapped up 
when they were ignored during the tech 
bubble ofa year ago have since risen sharply. 
The shares of many technology companies 
may now look cheap, butit will be hard tobe 
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sure until their managers express even a 
small degree of confidence that the profit 
outlook has stopped worsening. 

Whilst the equity markets have quickly 
lost their fizz after the Fed’s rate cuts, this is 
not true of the corporate-bond markets. 
These have seen trading liquidity increase 
and prices rise. Equity strategists at Salomon 
Smith Barney point out that, in the past, 
tightening credit spreads have been a reli- 
able leading indicator of rising share prices. 
They expect history to repeat itself now. 

Certainly, the same mix that applies 
now—interest-rate cuts and a ballooning 
money supply—led both in late 1998 and late 
1999 to sharp rallies in share prices. Mone- 
tary loosening seems likely to continue. The 
bond markets expect Mr Greenspan to read 
recent inflation data, unexpectedly high, as a 
statistical blip, and to cut interest rates by at 
least a quarter-point, perhaps even before 
the next scheduled Fed meeting on March 
2oth. If this does not stop America’s share 
prices falling, what will? 

a 
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With-profits policies in Britain 


Let the light in 






The troubles at Equitable Life have shaken faith in with-profits policies. The 
life-insurance industry is now under pressure to spell out what purpose these 


policies serve 


T woes at Equitable Life, the venerable 
life-insurance company thathad toclose 
to new business at the end of last year, con- 
tinue to trouble Britain’s long-term savings 
industry. Equitable found a saviour earlier 
this month when Halifax agreed to buy the 
life assurer’s operating assets, sales force and 
non-profit and unit-linked business for a 
down-payment of £500m ($725m). But the 
bank is withholding a further £500m until 
Equitable can cap the now notorious guar- 
antee of minimum annuity rates that blew a 
£1.5 billion hole in its main with-profits fund 
last year. The cap will be difficult to achieve, 
since it requires agreement between two 
warring factions of policyholders—a minor- 
ity with the valuable guarantee and the ma- 
jority that must stump up to pay for it. 

Equitable’s troubles have called into 
question the supposed security of with-pro- 
fits policies which, with an accumulated 
value of over £300 billion, have been a main- 
stay of long-term saving in Britain. For a gen- 
eration at least, the safe and sure way to save, 
whether to buy a house or to build a retire- 
ment fund, has been through a with-profits 
policy with one of the country’s big life-in- 
surance companies. This distinctive product, 
which has few parallels in other countries, 
offers a way of getting returns from equities 
and bonds without nerve-wracking direct 
exposure to the financial markets. Rather, 
savers put their money into the companies’ 
big with-profits funds, through policies that 
offer a smoothing of investment returns. 
They are protected from the rigours of a bear 
market, but do not gain fully from a bull run. 

The ım savers who put their faith in 
Equitable’s with-profits fund have learnt 
that these policies can be riskier than they 
seem. The Association of British Insurers in- 
sists that Equitable’s difficulties are unique, 
but with-profits policies as a class are now in 
the firing line. Earlier this month, the Con- 
sumers’ Association launched a broadside 
against them. The Financial Services Author- 
ity (rsa), which now regulates the insurance 
industry, is carrying out an urgent review. In 
a speech on February 23rd, Howard Davies, 
the Fsa’s chairman, is to acknowledge their 
merits in making equity investment accessi- 
ble to many savers, not least because of the 
attraction of investment smoothing. But he 
will also speak of the “opaque superstruc- 
ture, obscure marketing and high charges” of 
the traditional with-profits business. This 
lack of transparency, he says, is “one of the 
most important reasons why mis-selling has 

“been soeasy”. 
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The central problem with the with-pro- 
fits policy is that what you see is not neces- 
sarily what you get. Investors are often un- 
aware of the charging structure, which 
typically “front-loads” expenses on to the 
initial payments. Yet early surrenders are 
common—over one-fifth of endowment 
policies are discontinued after four years— 
suggesting that consumers have a poor un- 
derstanding of the products. A related issue 
is the way investment returns accrue to poli- 
cies. With-profits policies build up in value 
through two forms of bonus—reversionary 
and final. Reversionary bonuses are credited 
to the policy every year and cannot then be 
taken away; however, their share of total re- 
turns fell sharply in the 1970s and 1980s. In 
contrast, the share of final bonuses, credited 
tothe policy at the end of the term, rose as life 
insurers sought the freedom to invest in eq- 
uities, which pay higher returns but are risk- 
ier. Final (or “terminal”) bonuses now ac- 
count for over half of total returns for 
25-year policies. Their allocation remains 
entirely at the discretion of the insurer. 

Since lack of transparency is the central 
charge against with-profits policies, the 
practices of actuaries, the high priests of Brit- 
ain’s life-insurance industry, have been 
called into question. Actuaries determine 
how much can safely be distributed in bo- 
nuses. The Institute of Actuaries issued a re- 
port this week from a working party which 
recommended the provision of much 
clearer information about the way with- 
profits policies work and are managed. This 
approach chimes with the industry’s volun- 
tary “Raising Standards” scheme, due to 
come into operation this autumn. This will 
encourage providers to sell clear and appro- 
priate products and will vet them for the 
right to use a quality mark. 

Whether this flurry of activity will be 
enough to satisfy the rsa is open to question. 























No longer so trusting 


In his speech this week, Mr Davies will spell 
out that the regulator’s review is taking a 
hard look at the “virtually unfettered discre- 
tion” that the directors and actuaries of life 
insurers have in distributing bonuses. Nei- 
ther the industry’s quality-mark scheme nor 
the actuaries’ proposals address this, since 
discretion over final bonus payments is:es- 
sential if life insurers are to invest in equities. 


Who needs them? 


If the industry has seen the light on transpa- 
rency, its conversion also reflects the fact that 
the with-profits policy is losing ground. Its 
share of all long-term business with life 
insurers has recently shrunk, from 46% in 
1996 to 41% in 1999 (see chart). In pensions, 
the decline has been even steeper, with de- 
mand switching to unit-linked policies of- 
fering direct exposure to the markets. This 
matters, since pensions are the fastest-grow- 
ing sector for life insurers and now account 
for two-thirds of their long-term business. 
Despite this sharp fall in the popularity 
of with-profits policies, the industry main- 
tains that they offer good value to investors 
who stay the course. Average returns on ten- 
year policies in the 1990s were 1% a year—~ 
only a little less than those for unit trusts 
(mutual funds) that invested in British equi- 
ties, and a lot less volatile. Yet this raises the 
question whether investors could not 
achieve a similar smoothing by investing in 
a sensible portfolio of pooled investments. 
For younger pension savers, it will in any 
case generally be more sensible to be fully in- 
vested in equities, which historically have 
offered the highest returns. The Equitable 
Life debacle underscores that there can be 
unpredictable risks on with-profits funds 
that unit-trust savers do not face. What is 
clear is that the industry can no longer ask 
for investors’ trust. Those days are over. 
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Hedge funds in Europe 


The big, the bold and the nimble 


Traditional European money managers are rushing to launch hedge funds. 


Some will wish they hadn’t 


VER the past couple of years nearly all 

of the biggest fund-management firms 
in the City of London have seen some of their 
best and brightest portfolio managers leave. 
There was nothing they could do. Many 
managers left not to join rival companies, 
but to set up on their own to run hedge 
funds. Traditional fund-management firms 
have been annoyed and intrigued in roughly 
equal measure. Surely, a growing number of 
them conclude, there is merit in offering in- 
house hedge funds themselves— first in an 
attempt to capture some of the market that 
their bright young leavers are chasing and, 
second, as a way of dissuading others from 
doing the same. Merrill Lynch, HsBc and 
Henderson Investors, to name a few, have all 
recently launched their own funds. Gart- 
more, one of the pioneers of in-house hedge 
funds, now hasa veritable stable. 

Hedge funds are notoriously hard to de- 
fine: they come in so many different forms. 
Yet, as compared with orthodox money 
management, they have several things in 
common. For a start, when it comes to in- 
vesting in shares or bonds, traditional pen- 
sion funds, unit trusts (mutual funds) and 
the like typically have just two choices: they 
either hold a particular share or bond, or 
they don’t. Hedge funds are more flexible. 
They can go long (that is, own shares) or go 
short (sell shares they have borrowed in the 
hope of buying them back more cheaply 
later on). They can borrow money to buy 
shares, as a way of leveraging their bets, and 
they can use derivatives like options and fu- 
tures either to increase potential returns by 
increasing risk or, indeed, to reduce risk. Tra- 
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ditional fund managers have to worry about 
performance measured against a bench- 
mark index, and they face detailed restric- 
tions imposed by theirclients about how far 
they may deviate from those benchmarks. 
Absolute performance, a more aristocratic 
notion, is the realm of hedge funds. 

Moreover, the kinds of choices available 
to hedge funds apply not just to equities. 
Such funds are not limited in the number of 
instruments in which they may invest—cur- 
rencies, commodities and over-the-counter 
derivatives are all fair game. And they do not 
need markets to go up in order to make 
money. The possibilities for hedge funds to 
profit, then, are that much greater, and their 
managers like to pay themselves accord- 
ingly. Typically, hedge funds charge inves- 
tors an annual management fee of 1-2%, as 
well as one-fifth of all the profits they make. 
The first charge is no different from the one 
levied by orthodox fund-management 
firms; the second is why portfolio managers 
are leaving in droves. 

Do hedge funds make more money, 
though? That is hard to say. Because of the 
risks they are perceived to carry, hedge 
funds are open for investment usually only 
to professional investors and to the rich and 
wary. Funds for the most part are structured 
as private partnerships and are frequently 
domiciled off-shore, where they are lightly 
taxed and regulated. Their performance is 
little scrutinised. One consultancy for alter- 
native investment, Tremont Tass, claims 
that the industry's overall return last year 
was 4.9%. That may seem meagre, but looks 
respectable when set against the Standard & 
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Poor’s 500 index, which lost 10.1%, London's 
FTSE 100, which lost 10.2%, or the Nasdaq, 
which lost 39%. And some hedge funds did 
spectacularly well. 

A crucial feature of hedge funds is that 
they can be run to produce a low correlation 
with the returns of the two traditional asset 
classes of equities and bonds. So European 
investors can reasonably claim to use hedge 
funds as a form of diversification. More than 
1eo new funds have sprung up in the past de~ 
cade to cater for them, now managing 
around $50 billion. Increasingly, traditional 
European fund-management firms are el- 
bowing in. 

They argue that established institutions 
have advantages over the small “boutiques” 
that usually manage hedge funds. They 
have, they say, the necessary technical sys- 
tems, back offices, brand names and mar- 
keting departments to put small firms in the 
shade, along with platoons of research an- 
alysts already at their disposal. They have 
deep pockets that allow them to test hedge 
funds properly before launching them on 
the public. uspc, for instance, ran a 
“shadow” hedge-fund portfolio for a year 
before it rolled the real one out. 

Yet some things the large houses cannot 
do so well. They cannot pay the managers of 
their in-house funds anything like the rates 
of independent fund managers—if only be- 
cause that would cause a revolt amongst 
their “long-only” lot. Nor can they insist that 
hedge-fund managers put their individual 
wealth at risk in the funds that they manage. 
This is acommon practice, and a healthy in- 
ducement to good management, at inde- 
pendent funds. 

Established firms cannot aspire to 
match the lean overheads of small firms that 
outsource their back-office, marketing and 
even research functions. They cannot offer 
the relaxed, informal atmosphere of a bou- 
tique like Claremont Capital Management, 
whose three managers left big City firms in 
search of more convivial surroundings. 
(Schroders, one of those deserted firms, has 
since launched its own hedge fund.) And 
they must expect to fall under suspicion that 
in-house hedge-fund managers might have 
the knowledge to “front-run” trades—that 
is, profit by knowing what the “long-only” 
managers are about to buy or sell, and trade 
just before them. 

Since in-house hedge funds cannot offer 
the rewards and freedoms of unattached 
boutiques, the walkout of the best and 
brightest at large institutions will continue. 
Adrian Holmes was a top manager at Merrill 
Lynch Investment Managers. An early scep- 
tic of technology shares, he had few ways at 
Merrill of acting on his scepticism. He left to 
start his own fund. John Schroer, a health- 
care and biotech wizard at Invesco, recently 
quit in favour of more money and indepen- 
dence. Not all succeed on their own. Some 
lack entrepreneurial flair. Others are good at 
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“buying long”, adept at spotting cheap 
shares, but hopeless at “shorting” overval- 
ued ones. There are some disaster stories. 
Crispin Odey left Baring Asset Management 
toset up shop on his own ten years ago. After 
some blunders in 1994, when he sold shares 
short that later surged, investors bailed out 
of his fund. Assets under his control slid 
from some $1 billion to $40m, he says. It took 
him years to rebuild his reputation. 

Large firms running hedge funds may 
find themselves handicapped in other ways. 
Size itself, for instance, can be a disad- 
vantage. “Good hedge funds,” says Alex- 
ander Ineichen of uss Warburg and an ex- 
pert on the industry, “need to give money 
back to investors if they grow too big.” Hedge 
funds are run aggressively, and need to be 
able to get into and, even more important, 
out of a position quickly. That may be hard if 
positions are large. A recent report by Mor- 
gan Stanley found that it is the smallest 
funds, with less than $25m to invest, which 
perform best. Although it is difficult to deter- 
mine an “ideal” size for a hedge fund, more 
than $1 billion under management is 
deemed by many to be unwieldy. It so hap- 
pens, that is just the kind of size at which the 
economies of scale at large firms—in areas 
like back-office management and market- 
ing—might start to apply. 
= 





Bank reform in Japan 


Seriously? 


TOKYO 


j ie might, just might, be a turning-point 
for the crisis at Japan’s banks. Just as ev- 
eryone was beginning to think the banks 
would stagger along half-dead for ever, a trio 
of powers has emerged—and it seems to be 
bent on real reform. In a striking break with 
the past, the Financial Services Agency (rsa), 
the Bank of Japan (Boj), and the Keidanren, 
the powerful group representing business 
interests, have all reached an understanding. 
As early as next month, a broad set of finan- 
cial and structural reforms to clean up the 
banks and their borrowers could be set out. 

Hakuo Yanagisawa, the minister in 
charge of financial affairs, is leading the at- 
tack. This week he demanded that banks 
write off their bad loans rather than just set 
aside provisions to cover potential losses. 
That practice often understates bad loans, 
which have worsened at many banks, lead- 
ing to a second round of losses. Mr Yanagi- 
sawa has also urged banks to speed up their 
bad-loan disposals. Banks have ditched 
some ¥70 trillion ($620 billion) of non-per- 
forming loans over the past ten years; that 
much and more still sits on their books. 

If banks get more serious about excising 
bad debts, many will end up in the red when 
they next close their books. Mr Yanagisawa 
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Let the demolition begin 


has indicated that as long as they show they 
are serious about cleaning up, then the rsa 
will tolerate this. In turn, the central bank, a 
long-time advocate of wholesale bank re- 
form, is also ready to help, by setting up a 
mechanism to provide needed liquidity to 
cash-strapped banks. 

Many weak, indebted borrowers would 
be driven out of business should the banks 
start writing off bad debts and cutting credit 
lines. That is why the Keidanren’s support 
for painful reform is startling, if welcome. Its 
chairman, Takashi Imai, conceded this week 
for the first time that pain, at least in the short 
term, was necessary to revive corporate for- 
tunes. “Unless some of the players jostling 
around [in the corporate sector] leave the 
field,” he said, “we won't be able to shake off 
this unhealthy deflation.” 

There is little doubt that the weakness of 
the stockmarkets, which are hovering close 
to a 15-year low, has prompted the latest 
flurry of reforming zeal. But whether banks 
can be cajoled into acting is still unclear. 
With luck, they will grab this opportunity to 
clean up their books. After all, most are al- 
ready being pushed to the brink by huge 
bankruptcies, actual or pending, such the 
collapse of Phoenix Resort, a resort operator, 
which failed on February 19th with ¥270 bil- 
lion of liabilities. If they fail to act, the rsa 
could use the threat of stricter inspections, 
for one, to prod them. 

Dealing with the fallout in the corporate 
sector will be complex. Some of the weaker 
bits, such as the construction and retailing 
sectors, will need some long-term strategies 
mapped out to cope with unemployment 
and retraining before they can be trimmed. 
To this end, Mr Yanagisawa has joined hands 
with the Ministry of Economy, Trade and In- 
dustry, and the Ministry of Land, Infrastruc- 
ture and Transport. If he can co-operate with 
these ministries, which have always fiercely 





protected their industries, then he will in- 
deed have performed a miracle. 

Mr Yanagisawa has already accom- 
plished a good deal since he was appointed 
minister (for the second time) last Decem- 
ber. He still has a long way to go. For starters, 
he must explain the nitty-gritty of his re- 
forms, and how they will be carried out.One 
issue is how the banks are to write off their 
bad loans. There are several ways this could 
be done. Simply to forgive debt would raise 
questions of moral hazard, inviting compa- 
nies to take wild risks on the assumption that 
they would be bailed out. Selling bad loans 
to third parties in the market for distressed 
debt would help banks, but would leave the 
problems of the corporate sector unresolved. 
One solution might be to split companies 
into good bits, which survive, and bad bits, 
which are got rid of. 

Another matter which has not yet been 
addressed is the issue of management 
responsibility. The managers that got banks 
into this mess are still at their desks, and it is 
hard to see how revived banks can prosper 
in future under such a benighted lot. Fur- 
thermore, Mr Yanagisawa’s assumption that 
banks will not need another injection of 
public funds in order to survive these mas- 
sive write-offs may also prove mistaken. 

The biggest risk is that Mr Yanagisawa 
may not be around to push through his re- 
forms. Cutting off credit lines and forcing 
companies to go bust would meet with a 
deal of opposition, not least from the ruling 
Liberal Democratic Party (LDP). Yoshiro _ 
Mori, the prime minister, gets more unpopu- 
lar by the day. Mr Mori, a pork-barrel politi- 
cian, is unlikely to back full-scale bank re- 
form in his present, vulnerable state. Yet 
should he go, there are no guarantees that Mr 
Yanagisawa will be asked to stay on to com- 
plete the job. 
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The cutting edge 


Foreign direct investment is “globalisation” in its most potent form. 
Predicting its pattern is difficult, but a new study makes a brave attempt 


CONOMISTS and governments agree 

these days on the crucial importance of 
foreign direct investment. They see it both 
as the global market's “seal of approval” on 
acountry’s policies and prospects, and asa 
force, especially in developing countries, 
for far-reaching economic change. This 
consensus is surprising when you remem- 
ber that roi remains politically sensitive in 
many poor, and some not-so-poor, coun- 
tries. But the benefits are so great that res- 
ervations on this account have been put 
aside. The point about Fpi is that it is far 
more than mere “capital”: it is a uniquely 
potent bundle of capital, contacts, and 
managerial and technological knowledge. 
Itis the cutting edge of globalisation. 

The outlook for Forin total, and 
country by country—is therefore a matter 
of great interest. Forecasting it, however, is 
far from easy. The determinants are com- 
plicated, and not always susceptible to 
measurement. Up to now, so far as this col- 
umn is aware, detailed forecasts have not 
been attempted. In a report* published 
this week, the Economist Intelligence Unit, 
a sister company of The Economist, has 
ventured into this uncharted territory. It 
provides a forecast for ror extending to 
2005 for no fewer than 60 countries (ac- 
counting for virtually all of the world’s ac- 
tual and projected flows of rp). 

The main difficulty arises from the fact 
that ro: depends closely on what the eru 
calls the business environment—a neces- 
sarily broad term that includes, on the 
firm’s definition, 70 separate indicators. 
Some of these are political, and to the ex- 
tent that they can be measured at all have 
to be gauged through surveys that ask in- 
vestors questions such as, “Is the quality of 
the bureaucracy and its ability to carry out 
government policy very high, high, mod- 
erate, low or very low?” It is one thing to 
compile this kind of evidence into a back- 
ward-looking aggregate which can then be 
tested for its ability to explain past move- 
ments in FDI. It is quite another to use it for 
forecasting—because to do that the re- 
searcher has to predict how political and 
other conditions will change. 

There is no alternative but to blend to- 
gether different kinds of information. First, 
take whatever evidence econometrics can 
yield about the way the forces driving 
Fbi—size of host-country market, ex- 


* World Investment Prospects. The report costs £395 or 
$595 and is available from http://storeeiu.com. 








pected growth, input costs, geography and 
natural resources, and the policy frame- 
work—have worked in the past. Next, add 
conventional forecasts of relevant econ- 
omic aggregates. Third, unavoidably, make 
more qualitative and speculative assess- 
ments of changes in other, “non-econ- 
omic”, conditions. All this the study tries to 
do. It is academically impure, because it 
has to be. But the workings and the sup- 
porting information are in plain view, and 
the results are very interesting. 

Global ror flows are projected to 
shrink markedly this year, from $1.1 trillion 
in 2000 to less than $800 billion. Almost all 
of the reduction is forecast to be in FDI to 
rich countries, driven by the slowdown in 
America and by the diminishing pace of 
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mergers and acquisitions (which are a 
principal driver of roi in the developed 
economies). rpi to poor countries merely 
pauses, at around $220 billion. In subse- 
quent years, flows recover across the 
board, but growth in flows to poor coun- 
tries continues to outpace, modestly, 
growth in flows to rich ones. As a result, the 
developing countries’ share of global rp1 
inflows rises slightly, to 29%, by 2005. By 
then, the global stock of rpi will have risen 
to more than $10 trillion, according to the 
report, from less than $6 trillion last year. 

As the table shows, the United States, 
unsurprisingly, is expected to dominate 
the rankings in 2001-05, much as it does to- 
day, accounting for more than 25% of | 
global inflows. The analysis shows that 
America’s business environment is about 
as good as one would infer, statistically 
speaking, from its income. Britain, in con- 
trast, is one of 14 countries with a some- 
what better business environment than its 
income would lead you toexpect (or, to put 
it less kindly, with a lower income than its 
business environment would lead you to 
expect). Britain is expected to remain the 
world’s second-biggest recipient of FDI, ac- 
counting for more than 9% of the total in 
2001-05. In terms of For per head, Britain 
currently ranks seventh, behind (in de- 
scending order) Ireland, Belgium, Hong 
Kong, Sweden, Singapore and the Nether- 
lands. On this measure, the United States 
ranks fourteenth. 

The study’s most encouraging finding is 
that scores for business environment are 
rising almost everywhere. fDi is a competi- 
tive undertaking, but not a zero-sum game: 
rising scores for business environment 
drive the totals higher. Comparing 2001-05 
with 1996-2000, the eru marks down only 
two countries, Hong Kong and Malaysia, 
and in neither case by enough to alter the 
overall assessment—‘‘very good” for Hong 
Kong and “good” for Malaysia. South Ko- 
rea, Thailand, Poland, Hungary and Mex- 
ico are among those expected to move in 
the other direction, from “moderate” to 
“good”; likewise Germany, Denmark and 
France, from “good” to “very good”. 

If all goes well, the process may en- 
trench itself, with ror fuelling improve- 
ments in business conditions, and improv- 
ing conditions spurring additional For. The 
report scotches the view that the world is 
anywhere near a natural ceiling on For: the 
scope for further investment is increased, 
rather than diminished, by the trends it de- 
ibes and predicts. If the xiu is right, 

jon is continuing to gather mo- 








| 
| 
| 
omens 











THE ECONOMIST FEBRUARY 24TH 2005 





Privatisation Commission 


The Government of Papua New Guinea is pursuing the 
privatisation of the country's water and wastewater business. 
The objective of this initiative is to maximize sale proceeds and 
reduce public sector debt subject to priority policy objectives 
relating to the provision of essential services and promotion of 
economic efficiency and competition. The Privatisation 
Commission of Papua New Guinea has appointed Katalyst 
Solutions to manage the privatisation of the water and 
wastewater business. 


Proposals are sought from consultants able to support the 
legal, financial and technical aspects of the privatisation 
process. Expressions of interest will be welcomed from 
specialist consultants able to provide both the legal. and 
financial advice. A group of Consultants may forward a 


combined submission. Proposals are also. sought. from 
technical consultants which may also form part of a 
legal/financial submission. 


Advice required is likely to include land rights, asset 
ownership, water systems condition and performance, 
valuation of the water business, and any other legal, financial 
and technical advice required to design and implement the 
most appropriate privatisation solution. 


The services will be required over an initial period of 
approximately 20 weeks commencing mid-March. 
information for interested parties and terms of reference may 
be obtained by expressing interest. through the following 
e-mail addresses : 


png@burns.bridge.com.at and/or katalyst 21@katalyst 21.com | 


Companies requesting information should also notify the Managing Director of the 
Privatisation Commission by fax on (675) 321 3134, and include a brief company profile. 
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THE MSF PROGRAM 


Builds upon prior degree in business, economics, 
law, or other quantitative disciplines. 
Provides advanced education in financial theory 
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and management. 


Emphasizes applied research and modeling, as well as 
the international and regulatory dimensions of finance. 


Holds classes on Thursday and Friday evenings and 
on Saturdays to accommodate working professionals. 


Can be completed in one year full time 


or two years part time. 


Facilitates the development of a network of 
professional colleagues from a cross-section of 


prominent organizations. 


AN INTENSIVE 
PROGRAM FOR 
INDIVIDUALS WITH 
A CAREER FOCUS 
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Contact us today 
for more information, 
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Reading minds 


SAN FRANCISCO 


This year’s meeting of the American Association for the Advancement of 
Science (aaas) was in San Francisco. Among the topics discussed were the causes of 
dyslexia, the genetics of grapevines, the role of marine reserves in boosting fish 
stocks, the strange inheritance of autoimmune disease, and what modular robots 


can do. First, dyslexia 


OD PAIGE, America’s education secre- 
tary, put it succinctly. “Reading is the 
new civil right,” he said. No modern society 
can function without a literate population, 
and no one can function well in a modern 
society without being literate. But nature is 
no respecter of rights, and around 10% of the 
population has had this right compromised 
by biology. 

Even a decade ago, that would have 
been a contentious assertion. People who 
leftschool unable to read were often dis- 
missed as lazy. No doubt, some were. 
But many were simply unable to learn 
the skill. These people are dyslexic, and 
the origins and treatment of their plight 
were the subject of an illuminating session 
at this year’s AAAS meeting, 


Alphabet soup 


Four key findings suggest that dyslexia is an 
organic problem rather than a motivational 
one. First, the brain anatomy of dyslexics dif- 
fers in subtle ways from that of non-dys- 
lexics. Second, their brain functions, as mea- 
sured by electrical activity and high-tech 
scanning, are dissimilar. Third, they have be- 
havioural differences other than an inability 
to read. Fourth, mounting evidence suggests 
their condition is tied to particular genes. 
Anatomical differences between the 
brains of dyslexics and non-dyslexics were 
first noticed in 1979. Albert Galaburda of 
Harvard Medical School found two sorts of 


microscopic flaws in the language centres of 


dyslexics’ brains. These are called ectopias 
and microgyria. 

The language centres of the brain, 
known as Broca’s area and Wernicke’s area, 
after the 19th-century researchers who dis- 
covered them, are part of the cerebral cortex 
on the left-hand side of the organ. That cor- 
tex consists of six layers of cells. An ectopia is 
a collection of several hundred nerve cells 
that have pushed their way up from the 
lower cortical layers into the outermost one, 
where they are not found in normal circum- 
stances. A microgyrus is a small fold in the 
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cortex that results in the normal comple- 
ment of six layers being reduced to four. 
More recent work has shown that the 
formation of microgyria throws the pattern 
of neural connections between the language 
centres and the rest of the brain into confu- 
sion. Glen Rosen, one of Dr Galaburda’s col- 
leagues, and a speaker at the meeting, has 
created microgyria in rat embryos by hold- 
ing cold needles to the surface of their de- 


veloping brains. As adults, these rats have a 
reduced ability to distinguish between two 
sounds played in succession less than a fifth 
of a second apart, even when rewarded with 
food to make the effort. The inability to dis- 
tinguish between sounds in quick succes- 
sion is a symptom of dyslexia in people, too. 

JoLo Turco of the University of Connect- 
icut, who also attended the meeting, did a 
similar test on mice that had genetically in- 
duced ectopias. Instead of gauging their re- 
sponses with pellets of food, he probed 
them with recording electrodes. These 
showed that unless the two tones were suffi- 
ciently separated in time, only one electrical 
signal, rather than two, was generated by the 
brains of the affected mice in response. 

In addition to defects in the language 
centres, a set of brain abnormalities has also 
been found in the visual pathways of dys- © 
lexics—smaller-than-normal cells in layers | 
of the lateral geniculate nucleus. This is a 
spot which contains some of the nerve tracts 
that transmit information from the eyes to 
the visual cortex at the back of the brain. 

That is significant because dyslexia is es- 
sentially an inability to deal with lin- 
guistic information in visual form. 
Sensory information flows through 
the geniculate nuclei in two parts. Audi- 
tory information is processed through the 
medial segment of the nucleus. The visual 
pathway runs through the lateral section, 
and its information is split into two streams. 
One, the magnocellular path, processes in- 
formation rapidly, but at low resolution. The 
other, the parvocellular path, is slower, but 
of higher resolution. Electrophysiological 
studies have shown that the magnocellular 
path does not operate properly in dyslexics: 
it is one-twentieth of a second slower in its 
response than in normal subjects. That is 
probably connected with the fact that the 
magno cells in dyslexics are almost 30% 
smaller than they should be, and nicely par- 
allels the results obtained by Dr Lo Turco. 

This parallel failure of visual and audi- 
tory systems is seen elsewhere in the brain. 
Guinevere Eden and Thomas Zefiro, who 
work at Georgetown University in Washing- 
ton, pc, have found an example of it using a 
brain-scanning technique called functional 
magnetic-resonance imaging (fMRI). 

One of the fundamental characteristics 
of dyslexia is difficulty in handling written 
phonemes (the units of sound which make 
up a language). By putting dyslexic people in 
their scanner, and giving them tasks such as 
removing phonemes from the beginnings of 
words (for example showing them the word 
“rat” and asking them to pronounce what 
would be left after the “r” was taken off), Dr 
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Eden and Dr Zeffiro were able to stimulate 
both the visual and the auditory pathways. 
They found that, compared with non-dys- 
lexic controls, their subjects showed low ac- 
tivity in a part of the brain called Brod- 
mann’s Area 37. This is another place where 
visual and auditory information is handled 
in close proximity. 

Dr Eden and Dr Zeffiro have also com- 
pared the brain activity of dyslexics and 
readers who were given a task that has noth- 
ing to do with reading. One of the minor 
symptoms of the problem is a difficulty in 
detecting visual motion. So the task that Dr 
Eden and Dr Zeffiro devised was to look at a 
field of small spots on a computer screen, 
four-fifths of them stationary and the rest 
drifting slowly to the left or the right. The 
subject of the test had to tell the investigator 
which way the spots were drifting. 

When people performed this task inside 
the scanner, a significantly smaller part of 
the brain in Brodmann’s Area 37 lit up in 
dyslexics than non-dyslexics. Because this 
trick does not require any reading skills it 
might be employed to check children for in- 
cipient dyslexia before they began school. 
They could then be given special tuition. 

To further their understanding of what 
was going on, Dr Eden and Dr Zeffiro then 
joined forces with Frank Wood and his col- 
leagues at Wake Forest University School of 
Medicine in North Carolina. This institution 
specialises in dyslexia, and Dr Eden and Dr 
Zeffiro were able to borrow some of its pa- 
tients and stick them in the fmri machine at 
Georgetown University. They did so before 
and after the individuals involved had been 
on an intensive programme designed to im- 
prove their reading. They also scanned the 
brains of some control dyslexics who were 
not on the programme. 

The results are intriguing. After the pro- 
gramme, those enrolled showed enhanced 
brain activity while reading. This activity 
was not, however, on the left-hand side. In- 
stead, it was in areas on the right-hand side 
exactly corresponding to the language cen- 
tres in the opposite hemisphere. The reading 
programme had somehow “recruited” suit- 
able batches of nerve cells in a place not nor- 
mally associated with language-processing. 


A question of upbringing 
The underlying trigger for these problems is 
another of Dr Wood’s interests. Since the ab- 
normal brain tissue in dyslexia has com- 
pleted its development by the fifth month of 
gestation, the cause of the disorder must be 
acting before that. This suggests that it may 
be genetic, and Dr Wood is one of several re- 
searchers trying to identify the mutant 
genes. Work so far indicates that at least two 
genes are associated with the condition, and 
perhaps as many as five. 

The strongest candidate of all is on chro- 
mosome six—that is, the sixth largest of the 
22 sorts of non-sex chromosome found in 
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human cells. The exact-gene or genes in- 
volved (Dr Wood suspects there may be two 
of them) have not yet been identified, al- 
though the recent publication of the se- 
quence of the human genome greatly facili- 
tates the search. In the meantime, Dr Wood 
can follow them: around in families with 
dyslexic members by looking for certain 
DNA markers, which can be detected on 
nearby bits of the chromosome. (These 
markers include genetic features such as mi- 
crosatellites, explained in the following arti- 
cle.) His work, and studies by others in 
America, Germany, Britain and Tanzania, all 
point to the same bit of the chromosome. 
Beyond chromosome six, Dr Wood has 
found evidence that a gene on chromosome 
one also seems to play a part in some cases of 





dyslexia: And other. research groups have 
uncovered evidence of dyslexia-inducing 
mutations in genes on chromosomes two 
and 15. Work is under way to pin down those 
mutations’ links to the disorder as well. 

Many people argue about the relative 
contributions of genes and the environment 
to human behaviour and human disease. 
Dyslexia is both a behavioural problem and, 
in some sense, a disease. It looks as if it may 
have a profoundly biological origin and ge- 
netic roots. Yet viewed in another light, its 
cause is almost purely environmental. Peo- 
ple brought up in illiterate societies are 
hardly troubled by the other symptoms. It 
was the invention of writing, not mutations 
of the genes, that caused the difficulty. Na- 
ture or nurture? Take your pick. 








Genetics 


In vino veritas 


Genetic analysis has shown that some “noble” grapes are less aristocratic 


than many people thought 


O OENOPHILE needs reminding that 

grape varieties can make all the differ- 
ence between divine wine and plain plonk. 
But the genesis of those varieties is fre- 
quently mysterious, even in Europe where 
most of them originate. Add to that the con- 
fusion of a transatlantic passage, and the 
pedigree of some of the varieties in Califor- 
nia’s vineyards can be as murky as shaken 
vintage port. 

Carol Meredith of the University of Cali- 
fornia, Davis, has dedicated the past few 
years to clearing up this genealogical mess. 
By applying genetic techniques more famil- 
iar in the courtroom than the pressing house, 
she has been able to clarify the relationships 
between many of the great wine-making 


grapes that dominate both the old and the 
new worlds. On the way she has shown that 
a number of noble grapes have some sur- 
prisingly vulgar ancestors. 

Dr Meredith's technique relies on 
stretches of pna called microsatellites, These 
are places where short strings of the chemi- 
cal “letters” which make up DNA are re- 
peated. In any given species, these microsa- 
tellites are found in the same places on the 
chromosomes of different individuals, but 
the number of repeats in each place differs 
from one individual to another. These differ- 
ences are passed from parent to offspring in 
the same way that genes are: each individual 
gets half his microsatellites from his mother 
and half from his father. So, by looking at 
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enough different microsatellite locations, it 
is possible to identify someone’s parents 
with a high degree of confidence. 

In humans, microsatellite analysis 
works well for individuals, but is not much 
use when it comes to looking at entire popu- 
lations. Fortunately, this is not a problem in 
grape detection since all the plants belonging 
toa particular variety of grapevine are actu- 
ally one individual, genetically speaking. 
That is because commercial grapevines are 
propagated from cuttings and are genetically 
identical clones. This means that Dr Mere- 
dith’s method can reach back into the dis- 
tant past, and catch a glimpse of the act of 
cross-fertilisation between two different va- 
rieties of grapevine that created the strain 
that the cuttings have perpetuated. 

Dr Meredith first came to fame four 
years ago, when she showed that cabernet 
sauvignon, widely reckoned the noblest 
grape of them all, was a hybrid of cabernet 
franc and sauvignon blanc. She then re- 
vealed that a Californian variety called pe- 
tite sirah was actually two different grapes 
called durif and peloursin that even wine 
snobs were unable to tell apart. She also 
demonstrated that zinfandel, a grape seen 
by many as uniquely Californian, is actually 
the same as primitivo, an habitué of Sicily. 

Since then, she has torn into the pedi- 
grees of several other well known varieties. A 
collaboration with Jean-Michel Boursiquot, 
the curator of France’s national grapevine- 
variety collection in Montpellier, has re- 
vealed that at least 16 varieties, including 
chardonnay, gamay and aligote, are actually 
siblings. One of their parents is pinot (which 
should not, Dr Meredith insists, be called 
“pinot noir”, since the various pinot grapes, 
whether noir, blanc or grigio, seem to be mi- 
nor aberrations caused by mutations within 
the same clone). That will ruffle no feathers. 
The other parent, though, is gouais blanc, a 
grape so déclassé that the French authorities 
have twice tried to ban it completely. 

In case you might think that Dr Mere- 
dith’s sole concern is demolishing inflated 
reputations, the genetic fingerprinting of 
grapes in this way has some practical appli- 
cations, too. In the case of zinfandel, it is be- 
ing used to try to trace the variety back to its 
roots. (Itis not actually native to Sicily, having 
been imported there a few centuries ago.) 
This would help California’s growers by al- 
lowing them to find new “zin” mutants with 
which to spice up their existing products, 
blending subtly new flavours into them. 

So far, the trail has led to the Dalmatian 
coast of Croatia—which is thought to be the 
homeland of gouais blanc, as well. Dr Mere- 
dith has not yet found zinfandel/primitivo 
lurking in any of the vineyards there, though 
several close relatives have turned up. But 
she reckons that a few more summers in 
these idyllic, sun-kissed islands will allow 
her to track it down. There’s no hurry. 

a 
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Marine conservation 


Net benefits 


N THE early 1990s, Canada’s Atlantic cod 

fishery collapsed. Thousands of people 
were put out of work, communities in New- 
foundland and Nova Scotia were devas- 
tated, and there were tears, fighting and re- 
criminations over what should have been 
done to prevent it. Around the world, many 
other fisheries are dangerously close to fol- 
lowing the Atlantic cod’s example. 

To counter this risk, complex rules have 
often been introduced to 
curb fishing and give the 
fish population a chance to 
stabilise without putting 
fishermen out of work. 
These take the form of limits 
on the number of fish that 
can be caught in a given 
period, restrictions on the 
season’s total catch, con- 
trols on the numbers of 
days or weeks of fishing 
permitted, and regulations 
governing the kind of gear 
and nets that can be used. 
None of these methods, 
however, seems to have the 
desired effect. 

At the AAAS meeting, a 
group of scientists pro- 
posed a radical and, on the 
face of it, surprising idea. If 
fishing in certain areas is 
banned altogether, accord- 
ing to these researchers, the 
overall catch can be in- 
creased, and in a sustainable way. What they 
are suggesting is a network of fish parks. 

The idea is the result of a survey carried 
out by America’s National Centre for Eco- 
logical Analysis and Synthesis in Santa Bar- 
bara, California. It looked at 100 “no-take” 
reserves around the world, where fishing is 
banned completely. 

According to Robert Warner, a marine 
biologist at the University of California, 
Santa Barbara, and one of the survey’s re- 
searchers, these reserves showed average in- 
creases of 91% in the number of fish, 31% in 
the size of fish and 23% in the number of fish 
species present. Those increases occurred 
within two years of starting the protection 
scheme. Crucially, the beneficial effects 
spilled over into areas where fishing was still 
permitted. In St Lucia, for example, a third of 
the country’s fishing grounds were desig- 
nated no-take areas in 1995. Within three 
years, commercially important fish stocks 
had doubled in the seas adjacent to those re- 
serves. 

Another benefit of reserves is that the 
rules are simple to enforce. Any fishing ves- 
sel that enters the exclusion zone is breaking 





Fishy business 
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the law. And by using the global positioning 
satellite network, vessels’ positions can be 
monitored automatically, as is already the 
case around the Great Barrier Reef in Austra- 
lia and the Georges Bank off the coast of 
Maine. Such technology saves money that 
would otherwise have to be spent on fishery 
patrol vessels. 

In addition, enough is now known about 
marine ecology to design the reserves well. 
As Louis Botsford of the University of Cali- 
fornia, Davis, explained, networks of marine 
parks of various sizes have advantages over 
single, large parks. A network means that 
some of the young fish that drift out of their 
native reserve will pitch up 
in a neighbouring one 
where they will be safe, 
rather than popping up in 
places where they can be 
caught. It also means that a 
greater variety of habitats 
can be protected for a given 
area of park. This provides 
hiding places and breeding 
grounds for a wider variety 
of fish species. Moreover, it 
creates extra perimeter for 
any given area—and it is at 
the perimeters of protected 
zones that fishermen can 
haul in the largest catches. 

The message of the sur- 
vey is clear: if reserves are 
set up before stocks are 
fished to exhaustion, they 
will quickly improve fish- 
ing prospects. But Callum 
Roberts, an expert on ma- 
rine reserves at the Univer- 
sity of York, in Britain, 
points out that once a species is gone com- 
pletely, it may take a long time to return. In 
some habitats, such as coral reefs, once a spe- 
cies has been exterminated, the knock-on 
effects to the ecosystem sometimes mean 
that itcan never return at all. 

The industry seems reluctant to learn 
from all this. According to Dr Roberts, even 
with clear evidence of bigger overall catches, 
it is difficult to convince fishermen that giv- 
ing up between 20% and 40% of their 
grounds makes sense. Fishermen are not the 
only obstacle. Politicians, too, are frequently 
deaf to scientific advice. In May 2000, Bill 
Clinton issued an executive order to develop 
a system of marine protected areas in Amer- 
ica. James Hansen, the new chairman of the 
House of Representatives’ Committee on 
Resources, has written to President George 
Bush asking for his help in stopping or delay- 
ing the implementation of that order. It re- 
mains to be seen if the appeals of 160 re- 
searchers who released a statement at the 
AAAS meeting saying that marine parks are 
good for fish and fishermen alike will have 
any influence on the decision. 
= 
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Autoimmune disease 


Mother's ruin 


CLERODERMA, which hardens the skin 

and then goes on to immobilise many of 
the body’s internal organs, looks very differ- 
ent from multiple sclerosis, which cripples 
its victims by stripping away the protective 
sheaths of their nerve cells. Systemic lupus 
erythematosus, which can fatally damage 
the kidneys, looks different again. 

Yet they have something in common. 
They and more than 70 other diseases—in- 
cluding such familiar ailments as psoriasis 
and rheumatoid arthritis—are all the result 
of the immune system mistaking one or an- 
other of the proteins that the body makes as 
being “foreign” rather than “self”. This mis- 
identification means that the immune sys- 
tem attacks cells containing that protein as if 
they were invading bacteria or viruses. 

Many researchers view such auto- 
immune disorders as members of a family, 


with the same underlying mechanism and 
varying only in the details of what has gone 
wrong and where. According to the re- 
searchers who addressed the aaas session 
on autoimmune diseases, that familial rela- 
tionship helps to explain why these illnesses 
do not obey the usual rules of inheritance. 

Noel Rose, an immunologist at Johns 
Hopkins University in Baltimore, pointed 
out that if these diseases were entirely ge- 
netic then if one identical twin had such a 
disease the other might be expected to come 
down with it, too. In fact, no autoimmune 
disease has more than a 50% chance of ap- 
pearing in one twin if the other is affected, 
and with some diseases, such as early-onset 
or “type r” diabetes, that figure is only about 
5%. In Dr Rose’s view, what is often being in- 
herited is not a genetic predisposition to a 
particular autoimmune disease, but rather a 
generalised predisposition to the whole class 
of them. Which disorder actually develops is 
more or less accidental. 

This generalised predisposition has 
been demonstrated by another of the ses- 





Your flexible friend 


N THE film “Terminator 2” the villain- 

ous “liquid metal” p-1000 assassin-bot 
was able to change shape so that it could 
ooze through narrow bars, or turn its ex- 
tremities into blades. Mark Yim of Xerox’s 
Palo Alto Research Centre 
(PARC) has more limited and 
benign ambitions. As he ex- 
plained to the AAAs meet- 
ing, rather than building 
murderous psychotic an- 
droids, he is trying to create 
a robot for use in search and 
rescue operations, deep-sea 
mining and space explora- 
tion. But like the p-1000, Dr 
Yim’s machine can change 
its outward form. 

The parc Polybot is 
made of a dozen or so iden- 
tical modules. When or- 
dered to do so by its oper- 
ator, itchanges shape on the 
move by rebuilding itself 
out of these modules. Ac- 
cording to the terrain, it can 
adopt one of three different 
arrangements. When cross- 
ing a level surface it be- 
comes a looped tractor 
tread. For travelling down 
stairs or climbing over an 
obstacle it configures itself into a caterpil- 
lar. On rough ground it changes into a 
four-legged “spider”. 

To achieve this trick, the segments talk 
to each other using infra-red transceivers. 








« mn 
Don’t call me slinky 


They can then locate one another, align 
themselves using small onboard motors, 
and lock and unlock from each other at 
will. The computing power needed to 
control all this is distributed among sepa- 
rate processors—one for 
each segment—although 
there is a control centre in 
one module, which is as 
close as the Polybot comes 
to having a brain. 

Besides versatility, Dr 
Yim hopes the general idea 
of reconfigurable modular 
robots will ultimately create 
cheap and durable devices. 
Their robustness would 
come from creating a system 
in which the failure of one or 
two modules would not 
matter. Savings in cost 
would arise from the sys- 
tem’s modularity—that is, 
from having to manufacture 
only one sort of component 
in order to build a wide va- 
riety of different devices. 

Having proved the prin- 
ciple with a dozen modules, 
Dr Yim and his colleagues 
are working on a more am- 
bitious version. This mach- 
ine, which should be ready later this year, 
will have 200 modules. Eventually, it will 
also be able to control its own behaviour. 
Let us hope it does not develop any per- 
sonality disorders. 








The Richard Casement internship 

We invite applications for the 2001 Richard 
Casement internship. This is for a would-be 
journalist under 25 to spend three months of 
the summer on the newspaper, writing about 
science and technology. Our aim is more to dis- 
cover writing talent in a science student than 
scientific aptitude in a budding journalist. Ap- 
plicants should write a letter introducing them- 
selves, along with an original article of about 
600 words which they think suitable for publi- 
cation in the Science and Technology section. 
They should be prepared to come for an in- 
terview in London or New York, this April, at 
their own expense. Applications must reach us 
by March 6th. They should be sent by e-mail to 
casement@economist.com 











sion’s speakers, Denise Faustman, of the 
Massachusetts General Hospital in Boston. 
She has been studying a strain of laboratory 
mice which has been bred so that its mem- 
bers are genetically identical. These mice 
tend todevelopa form of type1 diabetes that 
closely mimics its human counterpart. De- 
spite their genetic identity, however, about 
20% of them are healthy. 

This led Dr Faustman to wonder what 
would happen if she mated healthy males 
and females. The offspring of these unions 
did not become diabetic either, but some of 
the females in the resulting litters developed 
rheumatoid arthritis when they reached re- 
productive age. This suggests that the same 
set of “autoimmunity” genes can result in 
different outcomes. 

Such findings also highlight a second cu- 
rious feature of autoimmune diseases—that 
in all species studied so far, they affect fe- 
males more than males. Women are three 
times as likely to be afflicted as men. The rea- 
son seems to be that besides genetic inheri- 
tance, autoimmunity is subject to a second, 
and very odd, form of “heredity”: you can 
get it from your children. 

This reverse inheritance happens during 
pregnancy and is caused by cells from the fe- 
tus making their way into the mother’s 
bloodstream and staying there for years, a 
condition known as “microchimerism”’. J. 
Lee Nelson, at the Fred Hutchinson Cancer 
Centre in Seattle, has found that women 
with scleroderma have at least ten times 
more fetal cells in their blood after the birth 
of a baby than mothers who are free of the 
dreadful disease. 

Dr Nelson speculates that such micro- 
chimerism is disrupting normal interactions 
in the mother’s immune system. This inter- 
ference might cause scleroderma, which re- 
sembles graft-versus-host disease, another 
nasty immune reaction caused by a mixing 
of cells which occurs when a mismatched 
tissue transplant attacks the body of its new 
owner. Much more work needs to be done to 
understand exactly how fetal cells might 
wreak such havoc in the mother. Sharper 
than a serpent’s tooth, indeed. 
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This year’s Oscar derby, which passes the finishing post on March 25th, looks 


like a two-horse race 


IDLEY SCOTT’S sword-and-sandal epic, 

“Gladiator”, and Ang Lee’s Chinese 
martial-arts extravaganza, “Crouching Tiger, 
Hidden Dragon”, together outstrip the Oscar 
field, with 12 and ten nominations respec- 
tively. As no picture in a foreign language has 
ever been named best film, and as the voting 
members of the Academy of Motion Picture 
Arts and Sciences, who decide the winners, 
tend to follow precedent, they are likely to 
prefer the home-grown product to the more 
exotic movie from Taiwan—especially as the 
nominations allow them to honour both. Mr 
Lee’s picture is also up for best foreign film, 
which many Academy voters may feel is its 
proper reward. Expect, then, to see it tri- 
umph in that category but to be pipped by 
“Gladiator” for best film and best director. 

As for outside contenders, Steven Soder- 
bergh has the distinction of having two films 
up for best picture and best director—“Erin 
Brockovich” and “Traffic”. The almost inev- 
itable result will be a split Soderbergh vote, 
handing victory elsewhere. The last time this 
happened was 1938, when Michael Curtiz 
was nominated for “Angels with Dirty 
Faces” and “Four Daughters”. He lost. 

The fifth film competing for best picture 
is “Chocolat”, made by Lasse Hallstrom, 
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who was passed over in the best-director 
category. It is not unknown for films to win 
without nominations for their directors— 
Bruce Beresford’s “Driving Miss Daisy” (1989) 
is an example. But it is rare and odd: there 
were jokes in 1989 as to whether “Driving 
Miss Daisy” had directed itself. Equally, Ste- 
phen Daldry’s best director nod for “Billy El- 
liot” looks as near as he will get to an award, 
since his film about a boy dancer, a surprise 
success last autumn, is not in contention. 

In the acting field, the one near certainty 
is Julia Roberts as best actress in “Erin Brock- 
ovich’—a funny, spunky performance 
fondly remembered in Hollywood many 
months after the film’s release. It has been a 
good year for actresses. Any of her rivals 
(Joan Allen in “The Contender”, Ellen Bur- 
styn in “Requiem for a Dream”, Juliette Bi- 
noche in “Chocolat” and Laura Linney in 
“You Can Count on Me”) might be worthy 
winners. But Ms Roberts would be the pop- 
ular choice, an actress who has “paid her 
dues” with sterling work in box-office hits 
over many years. And ifitis true that the part 
earns the award at least as much as the 
player, Erin Brockovich was a part to die for. 

Spare a thought, though, for those ac- 
tresses whom Oscar has overlooked. Gillian 


(“X-Files”) Anderson was, by com- 
mon consent, a revelation in “The 
House of Mirth”. And Bjork, mag- 
nificent in “Dancer in the Dark”, has 
to settle for a best-song nod. 

Best actor is much harder to call. 
Tom Hanks, in the otherwise barely 
recognised “Cast Away”, success- 
fully held the screen single-handed 
through much of the film’s running 
time. But he has already won twice, 
in successive years (1993 and 1994). 
No one has yet been named best ac- 
tor three times (though Walter Bren- 
nan was, in the supporting category). 
Oscar likes to spread the bounty, 
and three gongs might be considered 
tantamount to canonisation. 

Many of the other contenders, 
however, give the unfortunate im- 
pression of having been chosen to 
make up numbers. Geoffrey Rush in 
“Quills” has also won before (for “Shine” in 
1996), but here plays the Marquis de Sade, 
who endorsed and described every form of 
perversion. Though the role, clearly, is not 
the man, were he to win this time it might be 
thought to leave a nasty taste on a night 
when Hollywood routinely congratulates it- 
self on its good taste and wholesome enter- 
tainment values. 

Javier Bardem in “Before Night Falls” 
seems unlikely to be the second foreign- 
speaking winner only three years after Rob- 
erto Benigni, and Ed Harris, a natural sup- 
porting actor, might be judged out of his 
class (for “Pollock”) in the major league. 
Which leaves Russell Crowe in “Gladiator”. 
Not, perhaps, a great performance, but a 
great presence and responsible at least as 
much as director Ridley Scott for the film’s 
overall dignity. There is a tradition of the best 
film also featuring the best actor—notably in 
1959, when Charlton Heston won for “Ben- 
Hur”, the obvious ancestor of “Gladiator”. 

This year’s supporting role awards could 
well go to Benicio Del Toro in “Traffic” and 
Kate Hudson in “Almost Famous”. Giving 
the award to Mr Del Toro would be a way of 
saluting a film that has been critically well 
received but might otherwise be the victim 
of that two-way Soderbergh vote. Kate Hud- 
son is the daughter of Goldie Hawn, who 
won in this category for her first film (“Cac- 
tus Flower” in 1966). If daughter Kate were to 
repeat the achievement 34 years later (these 
awards, remember, are for the year 2000), 
can you not picture the floods of family tears 
and congratulations on Oscar night, demon- 
strating once more Hollywood’s wide and 
generous heart? 

Not that they will have a straight run to 
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the finishing post. Mr Del Toro faces stiff 
competition from Albert Finney, Julia Rob- 
erts’s stable-mate in “Erin Brockovich”, and 
Academy voters have a soft spot for double 
acts (think of Shirley MacLaine and Jack 
Nicholson in “Terms of Endearment”, and 
Nicholson again with Helen Hunt in “As 
Good As It Gets”). There will be sentimental 
money, too, on Jeff Bridges in “The Con- 
tender”. Julie Walters in “Billy Elliot” might 
just be a dark horse. In the supporting stakes, 
Oscar loves salt-of-the-earth types such as 
Katina Paxinou, Lila Kedrova or Brenda 
Fricker, almost as muchas fresh faces. 

And the final tally? If five or six Academy 
awards went to “Gladiator” (including the 
craft divisions) and slightly fewer to 
“Crouching Tiger, Hidden Dragon”, this 
year’s Oscars could reasonably be regarded 
as a fair division of the winnings. 
= 





American law 


Flawed hero 


LAW WITHOUT VALUES: THE LIFE, WORK, 
AND LEGACY OF JUSTICE HOLMES. By A. W. 
Alschuler. University of Chicago Press; 332 
pages; $30 and £19 


LIVER WENDELL HOLMES is an 
American icon, the very model of the 
crusty, wise old judge who also happens to 
be an intellectual giant. Author of Amer- 
ica’s most cited law-review article, famous 
dissenter on the United States Supreme 
Court, champion of civil liberties and the 
founder of legal pragmatism, the prevailing 
philosophy in American law, Holmes is as 
close to a judicial god as any country 
should want. The title of a popular biogra- 
phy, “Yankee from Olympus”, captures the 
awe with which Holmes has been viewed 
by the legal fraternity as well as the public. 
In a lively and entertaining attack, Al- 
bert Alschuler strips layer after layer from 
the traditional image of Holmes to reveal 
not a wise and compassionate liberal saint, 
but a heartless social Darwinist who be- 
lieved in nothing but power. According to 
Mr Alschuler, Holmes’s reputation is largely 
the construction of much younger acolytes, 
the most prominent being Louis Brandeis 
and Felix Frankfurter, also leading Supreme 
Court justices. Holmes’s disciples flattered 
the grand old man shamelessly, trumpeted 
his famous dissents on the Supreme Court 
even while ignoring his less-than-liberal 
reasoning, and swallowed whole many of 
his ideas about the law while overlooking 
their incoherence or inadequacy. By the 
time Holmes retired from the Supreme 
Court in 1932 at the age of 90, he had be- 
come an institution. 
In dismantling the legend, Mr Alschuler 
actually paints the portrait of a far more in- 
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teresting man. The defining episode in 
Holmes’s life, we are told, was his service as 
a unionist soldier in the American civil war. 
During the war, he witnessed horrific car- 
nage, lost friends and was himself seriously 
wounded three times. Holmes began the 
war as an ardent abolitionist. He ended it 
engulfed in existentialist despair, struggling 
to fill the emptiness with a Nietzschean 
worship of power. Rejecting with scorn his 
own youthful idealism, he embraced a cor- 
rosive scepticism which dissolved any ethi- 
cal or moral claims. 

For Holmes, democracy was solely 
about the rule of the majority or, more ac- 
curately, those who could impose their will 
on others through the legislative process. 
From this stemmed his support for judicial 
restraint, which is still held up as a model 
by both the left and right in American poli- 
tics. And the law, insisted Holmes, was not 
about right or wrong, or rational judgment, 
but a system of sanctions. Perhaps his most 
famous contribution to legal lore is his ar- 
gument that the law is best viewed from 
the point of view of the “bad man”, who 
asks not what the law books say, or what 
reasons judges give in their rulings, but only 
what a specific court is likely to do to him if 
he is caught. 

Mr Alschuler concedes that Holmes 
was a brilliant phrase-maker and that, 
mostly under the influence of Brandeis, he 
did write a few great legal opinions towards 
the end of his career. However, he argues 
that Holmes’s view of the law, although 
hopelessly reductionist, has nevertheless 
had a wide-ranging and largely negative 
influence on American law in the 2oth cen- 
tury, too often stripping its study and prac- 
tice of ethical content. That is the real target 
of this important book. 

Many will disagree sharply with Mr Al- 
schuler’s interpretation of Holmes, not least 
his colleagues at the University of Chicago 
Law School, home of the law-and-econom- 





New light on Holmes 





ics movement, where Mr Alschuler is a pro- 
fessor. Judge Richard Posner, who also 
teaches there and is one of America’s best- 
known legal scholars, has helped to deify 
Holmes. Such critics will dismiss Mr Al- 
schuler’s citations from Holmes’s letters as 
irrelevant to his judicial philosophy, 
though they will find it more difficult to ig- 
nore Holmes’s many grossly illiberal judg- 
ments from the bench, which Mr Alschuler 
also cites. In addition, his dissection of 
Holmes’s legal scholarship is devastating. 
In limited space, Mr Alschuler is less 
successful at sketching an alternative the- 
ory of the law. His arguments will whet 
many readers’ appetites more than per- 
suade them. Yet this fascinating book de- 
serves a readership beyond the specialists 
who regularly engage in such controversies. 
It is an intellectually dramatic introduction 
to how the law works, and why it matters. 
And at its heart lies something more mov- 
ing and more significant than any icon—a 
flawed and very human hero. 
B 





America at war 


A book for Bush 


KENNEDY’S WARS: BERLIN, CUBA, LAOS 
AND VIETNAM. By Lawrence Freedman. Ox- 
ford University Press; 528 pages; $35 and £20 


part by exploiting an imaginary missile 

gap. He successfully portrayed himself as 
a youthful and inspirational leader in the 
contest with the Soviet Union, and in his 
brilliant inaugural speech he wholly ig- 
nored what turned out to be acute domes- 
tic problems and called on his countrymen 
instead for a supreme effort to win the cold 
war. Much of his brief time in office was 
occupied with a series of confrontations 
with communism in one form or place or 
another. These tests ranged from the dan- 
gerous standoff over Berlin to the strange 
three-cornered civil war in Laos, from the 
two acts in the Cuban drama to the loom- 
ing catastrophe in Vietnam. 

Lawrence Freedman, a professor of war 
studies at King’s College, London, has writ- 
ten a scholarly and judicious history of 
Kennedy’s cold war. As a good historian, he 
spells out the stakes involved, analyses the 
causes and the consequences of Kennedy’s 
policies, and offers cautious but plausible 
answers to several of the historical puzzles 
he addresses. 

Although the author shows how com- 
prehensively Kennedy saw the world in 
cold-war terms, he acquits him of bellicos- 
ity. Indeed, his overall view is that Kennedy 
was instinctively cautious. He shows how 
in each of the four cases under review Ken- 
nedy resisted pressure from his staff and 
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HE single biggest news maker in 

America in 1938 was not Hitler, Musso- 
lini or Roosevelt. It was a diminutive, bad- 
tempered racehorse called Seabiscuit. 
Laura Hillenbrand’s book tells Seabis- 
cuit’s story and that of the people who 
worked to make him one of the greatest 
racehorses the world has ever seen. 

Good sports books are few and far be- 
tween, good books on horse racing even 
more so. So it is hugely refreshing when 
one as fine as this comes along. The re- 
search is meticulous, the writing elegant 
and concise, so that every page transports 
you back to the period. 

Ms Hillenbrand opens with a portrait 
of Charles Howard, a former bicycle re- 
pairman who made his fortune by intro- 
ducing the motor car to the western Un- 











Three men and a pony 


SEABISCUIT: AN AMERICAN LEGEND. By Laura Hillenbrand. Random House; 416 
pages; $24.95. To be published in Britain in May by Fourth Estate; £16.99 





ited States. Like a lot of rich men he 
indulged himself with racehorses, but un- 
like many he was good at sniffing out a 
bargain. Howard bought Seabiscuit for 
just $8,000 and sent him to an obscure 
trainer and former mustang-breaker 
named Tom Smith. The third member of 
this unlikely trio was Red Pollard, a half- 
blind, half-crippled former prizefighter 
turned jockey. 

Racing in pre-war America was a 
nasty, brutal affair. Ms Hillenbrand is par- 
ticularly good at describing the privations 
endured by jockeys. Most were con- 
tracted to stables where, in exchange for a 
cotin a vacant stall and $5 a week for food, 
the trainer would have first call on their 
services and an authoritarian control over 
their lives. A jockey’s punishment for los- 
ing a race was a stout beating. If he gained 
a little weight, he was simply locked up 
without food until he lost it again. 

Together, the three men and their 
equine charge overcame many setbacks. 
Seabiscuit went on to become one of the 
most successful (he won 33 of 89 races and 
almost $440,000, a contemporary record) 
and, in his way, charismatic performers in 
racing history. Shirley Temple starred in a 
1949 film for Warner, “The Story of Seabis- 
cuit”; and with a view to a remake, Uni- 
versal has taken an option on Ms Hillen- 
brand’s book. This is a remarkable tale 
well told by a writer who deftly blends 
history and sport. “Seabiscuit” should 
captivate a new generation of readers 
from beyond the world of horse racing. 








advisers, not to mention from the Pentagon, 
to take drastic action. 

Kennedy did not scrap the plans he in- 
herited for a c1A-sponsored invasion of 
Cuba; but he declined to intervene with 
American forces when it came to grief. In 
the Cuban missile crisis he rejected calls for 
air strikes or an invasion, imposed a naval 
blockade, characteristically rebranded as a 
“quarantine”, and through back channels 
quietly traded the withdrawal of American 
missiles in Turkey for the removal of Rus- 
sian weapons in Cuba. Over Berlin, he 
stood up to Khrushchev, but he did not 
force the issue by sending a convoy up the 
autobahn as blowhard generals wished. 

Kennedy’s policy towards Indochina is 
less easily summarised, and is the subject 
of more controversy than Cuba or Berlin. 
One school of thought blames Kennedy for 
setting the United States on course for mas- 
sive and in the event disastrous interven- 
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tion. Another contends that Kennedy 
would never have committed American 
forces as Lyndon Johnson did. Mr Freed- 
man’s judgment is not a controversialist’s, 
but a historian’s: we simply don’t know 
how he would have acted had he lived. 
His own tentative guess is that Kennedy 
would have continued to give South Viet- 
nam military aid, while seeking as many 
options as possible. Flexibility was the key 
to his policy. His acceptance of cold-war 
containment may irk liberal revisionists, 
but he avoided escalation and explosion. 
Mr Freedman’s judgment, at the end of an 
admirably rich and careful study, is that 
Kennedy’s subtle, evasive policy, essentially 
political rather than ideological, had at 
least the merit that he is remembered for 
crises survived, not for his wars, and that 
he “left the cold war in a far less dangerous 
state than he found it.” 
a 
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Aping your foe 








MAKING SENSE OF WAR: THE SECOND 

WorLD WAR AND THE FATE OF THE BOL- 

SHEVIK REVOLUTION. By Amir Weiner. 

Princeton University Press; 416 pages; $39.50 . 
and £26.95 


[E IS not only long-married couples, or an- 
imals and their owners, who frequently 
come to resemble one another. It happens 
to enemies as well. That, at any rate, is one 
conclusion you could draw from the hardy 
determination with which the Soviet Un- 
ion, even as its armies drove out the Nazi 
invaders, chose to imitate the tyranny it 
had just defeated. 

The clearest example of this was the 
steady resurgence of official anti-Semitism 
that culminated in 1952-53, when the dying 
Stalin alleged that Jewish doctors were 
plotting to kill him. The vocabulary of So- 
viet anti-Semitism was eerily reminiscent 
of Nazi propaganda; and the fact that Jews 
had played an honourable part in the So- 
viet war effort did not guarantee them a 
warm welcome when they returned to 
newly liberated towns and villages in Uk- 
raine or Belarus. The Nazi occupiers had 
unleashed the anti-Semitic bacillus, and its 
infectious power did not disappear when 
the Germans withdrew. 

That is the most disturbing point to 
emerge from Amir Weiner’s study of the 
power struggles, and changing political dis- 
course, of Soviet Ukraine, focusing on the 
Vinnytsia region. As he rightly observes, the 
second world war was a defining moment 
in the history of the Soviet Union and its 
ideology. But some shift towards defining 
the “enemy” in racial rather than class 
terms had already occurred in the 1930s— 
with official propaganda in Ukraine, for ex- 
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ample, demonising the ethnic-Polish com- 
munity. This helped to lay the ground for 
post-war propagandists to fashion a “So- 
viet Ukrainian” consciousness which 
played on anti-Jewish and anti-Polish feel- 
ing while promoting loyalty to Moscow. 

The power of totalitarian regimes to 
fashion new prejudices out of old is a sub- 
ject that fascinates with horror; and it re- 
minds us that the “ancient hatreds” which 
caused so much bloodshed and misery in 
the post-communist world have often 
been quite carefully constructed, or at least 
revived, in relatively recent times. 





Asian daughters 


Missing persons 


ENDANGERED DAUGHTERS: DISCRIMINA- 
TION AND DEVELOPMENT IN ASIA. By Elisa- 
beth Croll. Routledge; 224 pages; $75 ($24.95 
paperback) and £45 (£14.99 paperback) 


OME big numbers are so frightening that 

a habitual reaction is to ignore them, 
deny them or optimistically assume that 
they are already dwindling. One such figure 
was produced in 1990 by Amartya Sen, 
who later won the Nobel prize for econom- 
ics. More than 100m women, he claimed, 
were “missing”. Demographers have since 
quibbled with the arithmetic, but not with 
the underlying argument: that, in many 
countries, especially in Asia, there are fewer 
women than there should be, assuming 
normal patterns of birth and longevity. 

Elisabeth Croll’s “Endangered Daugh- 
ters” valiantly confronts the horror of that 
Statistic and what it means in Asia— 
especially in China and India, that conti- 
nent’s (and the world’s) most populous 
countries. In China the “one-child” policy 
that was introduced in the late 1970s soon 
proved unenforceable. Parents wanted sons 
too badly. Within a few years, most rural 
areas of the country had relaxed the rules 
to allow parents a second child, when their 
first was a girl. In India, too, “a daughter is 
said to arrive without an invitation”, while 
“the birth of a son is likened to ‘sunrise in 
the abode of the gods’.” 

Among the grimmer consequences of 
this gender bias, infanticide, mercifully, 
seems less common than it was. But as 
techniques for determining the sex of a fe- 
tus improve and spread, sex-selective abor- 
tion is more prevalent. Surviving daughters 
are at greater risk than sons of neglect or 
abandonment, and face bigger obstacles to 
education and health-care. 

Ms Croll’s book synthesises the de- 
mographic evidence of the scale of the gen- 
der imbalance with ethnographic and an- 
thropological research on how it has come 
about. The discrimination against daugh- 
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ters is, in one sense, easy to understand. A 
son is an investment in the family business, 
and in a parent’s own old age; a daughter is 
an investment in somebody else’s. You feed 
and clothe her, and then lavish money on a 
wedding and a dowry in order to offload 
her to another family, whose sons she will 
bear. As Ms Croll puts it, in East and South 
Asia, “child-care is still primarily practised 
and represented as a means of securing 
parent-care in old age”: filial piety and an- 
cestor-worship, in other words, are useful 
substitutes for an old-age pension pro- 
vided by the state. 

But “Endangered Daughters” shatters 
one common assumption in the rich world 
about such unappealing “traditional” val- 
ues in poor countries: the notion that de- 
velopment will make them disappear. In 
practice, prosperity, better contraception 
and government campaigns and coercion 
do cut fertility rates; yet the ratio of surviv- 
ing males to females climbs, even in such 
rich places as South Korea and Taiwan. 
When families have fewer children, the 
premium on the gender of each child seems 
to rise. In the early 1990s, 114 South Korean 
boys were born for every 100 girls, a higher 
ratio even than in China (about 111:100). 

Attention has been paid to the looming 
social problems this worsening imbalance 
will bring—all those newspaper articles 
featuring fat, pampered little Chinese “em- 








You worthless little thing, you 


perors” or agonising about the prospect of 
so many millions of single, sexually frus- 
trated young men. “Endangered Daugh- 
ters” is a helpful corrective, reminding us 
that the real sufferers are the girls who sur- 
vive the discrimination that has marked 
them since before their birth—and the 
many who never reach adulthood at all. 

a 





Classic American fiction 


The presence of the past 


WILLA CATHER AND THE POLITICS OF CRITICISM. By Joan Acocella. University of Ne- 


braska Press; 138 pages; $20 and £13.50 


ILLA CATHER (1873-1947) is 

often thought of as an es- 
sentially nostalgic story-teller, 
an elegist—in novels such as “O 
Pioneers!” (1913), “The Song of 
the Lark” (1915) and “My Anto- 
nia” (1918)—to the spirit of the 
old frontiersmen and women, 
those noble children of the great 
prairies and deserts of the Ameri- 
can west. As Joan Acocella shows in 
this sane and sometimes very funny critique 
of the critics, Cather seemed old-fashioned 
almost from the start. Post-war disillusion in 
the 1920s called for “experimentalism, 
subjectivity: James Joyce, Virginia Woolf,” 
writes Ms Acocella, “and they wouldn’t have 
minded something about the city, about cars 
and gin and sex.” Even the Great Depression 
failed to ignite her, and later still, when 
Cather seemed a promising candidate for 
the feminist cause, critics had to work hard 
to find the supposed gaps and codes by 
which she was thought to be signalling her 
disavowal of heterosexuality. 






All of which says more about 
the state of criticism than about 
Willa Cather.Cather was an ide- 
alist who dealt with the grand 
picture. You can fault her mod- 
ernist or feminist credentials, 
but in doing so you miss the 
point. What distinguishes her 
writing, as Ms Acocella and oth- 
ers have shown, notably Hermione 
Lee and A.S. Byatt, is her tragic vision, 
her sense of death, her way of seizing her 
characters imaginatively, rather than ex- 
plaining them psychologically, and indeed 
the way her imagination, far from merely 
harking back, seized and worked on the 
whole idea of the past. 

There is no doubt that Cather regretted 
the passing of the prairies, whose tall grass, 
says Jim Burden in “My Antonia”, was al- 
ways in motion as if it were “a sort of loose 
hide and underneath it herds of wild buffalo 
were galloping, galloping.” She did talk 
about the “honesty” of the unfenced earth, 
and about that “naive, generous country 
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that gave one its joyous force”, as the semi- 
autobiographical heroine of “The Song of the 
Lark”, Thea Kronborg, puts it. More than 
that, Thea shares with Cather the belief that 
the landscape is central to her art (she is a 
singer), that its simplicity is crucial to realis- 
ing the underlying life of a thing. 

There is also no denying that Cather 
drew inspiration not only from old land- 
scapes, but from the people that lived in 
close communion with them. Her prairies 
are threaded with the stories of their first 
European immigrant settlers; they and the 
desert lands of New Mexico are full of care- 
fully watered gardens sown with European 
seeds; her kitchens steam with cooking 
handed down from the old country; and in 
the richest of her books, “Death Comes for 
the Archbishop” (1926), Cather builds up a 
great compost of historical layers—of a new 
America sitting on centuries of Indian, Span- 
ish and French culture. 

But nostalgia is not the word. Cather was 
interested in continuity, which is not the 
same thing. Continuity goes forward as well 
as back. Take her treatment of the ancients, 
Virgil in particular, whose poetry is a revela- 
tion to many of her characters. Jim Burden, 
for example, is stirred by the enthusiasm of 
the classics tutor at his college, but he under- 
stands for himself only on being suddenly 
struck by the charm of a dressmaker friend 
and a trio of golden-haired immigrant Dan- 
ish laundry girls: “it came over me, as it had 
never done before,” he says, “the relation be- 
tween girls like those and the poetry of Virgil. 
If there were no girls like them in the world, 
there would be no poetry. This revelation 
seemed to me inestimably precious.” 

In other words, the centuries fall away, 
and whatever it was about Virgil is recreated. 
Again and again in Cather, one finds that the 
revelation is not of something “old”, but of 
something timeless. In “One of Ours” (1922), 
Cather’s so-called war novel (though two- 
thirds of it are set in Nebraska), Claude 
Wheeler, the hero, feels it as he looks at the 
rose window in the church of St Ouen in 
Rouen, and sees the purples and greens as 
though they had come directly from the past, 
like the light of the stars. Thea Kronborg feels 
it too, when she camps one summer in the 
ancient Indian cliff-dwellings of an Arizo- 
nan canyon. There, in fact, the past becomes 
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Threaded with Cather’s stories 


so immediately present that it expresses it- 
self not in words, or even thoughts, but in 
sensation: “It seemed to Thea that a certain 
understanding of those old people came up 
to her out of the rock shelf on which she lay.” 

The novel where Cather sustains at book 
length the idea of the past looping up into 
present is relatively late. In “The Professor’s 
House” (1925), behind an air of ramshackle 
simplicity, Cather has constructed a plot and 
a symbolic scheme which is extraordinarily 
dense and suggestive. The story concerns a 
historian of the Spanish adventurers of 
America, whose marriage and career have 
been happy enough and yet who has gradu- 
ally come to realise that he has lost some- 
thing essential, an earlier, more primitive self 
(Cather’s characters often talk of themselves 
as multiple in this way). He reaches this con- 
clusion towards the end of the book, but all 
the way through he has been trying out and 
remembering different lives, each of them 
represented by houses and places: his old 
one, a new one he has built, another one his 
son-in-law has built, a beach-house on Lake 
Michigan, various hotels, even a boat off the 
Spanish coast on which the design of his 
book “unfolded in the air above him”. 

And then, “driven up like a wedge, 
through the middle” of the story, as Ms Aco- 
cella puts it, comes Tom Outland, a youth 
from the back of beyond, as his name sug- 
gests, very like the historian’s own forgotten 
self. Outland’s precise relation to the profes- 
sor’s family fortunes is complicated, but it is 
enough to know that in a remarkable feat of 
apparently relaxed story-telling, Cather 
manages to create a convincing portrait of a 
man who covers the whole distance from 
ancient times (he has discovered and exca- 
vated Indian cliff-dwellings, like Thea’s) to 
the very tip of modernity (he becomes a sci- 
entist, and invents a device that will revolu- 
tionise aviation). 

It is suggestive that Cather was writing 
this just when Tutankhamun’s furniture had 
brought the 14th century Bc blinking into the 
light of the present. She mentions Egypt sev- 
eral times. It is as though, through Tom Out- 
land, the Indians and modern science were 
made to form some sort of continuous and 
coherent current—like the great under- 
ground river beneath the sacred cavern in 
“Death Comes for the Archbishop”. 
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Novels from the Netherlands 


Below the skin 


UNDER its calm and 
cheerful surface, the Neth- 
erlands has produced 
some of the most searching 
fiction on the themes of 
wartime occupation, po- 
litical barbarity and the hold on us of past 
evils. This tradition continues in three new 
novels, two of which reflect Europe’s dread- 
ful 20th century. The third confronts exile 
and persecution in modern Iran. 

Tessa de Loo made her name in 1993 with 
a historical novel, “De Tweeling” (The 
Twins), which presented the war from the 
point of view of two sisters, one raised in 
Germany, the other in the Netherlands. Her 
latest book, “Een Bed in de Hemel” (A Bed in 
the Heavens), returns to the subject of the 
Holocaust. In the carefree 1960s, two Amster- 
dam students, Kata and Stefan, fall in love at 
first sight. But it turns out they may be 
brother and sister: in wartime, her mother 
had taken in (and taken up with) his father, a 
Jewish refugee and musician, while for self- 
protection conducting an affair with a Nazi. 
This somewhat forced moral structure is 
made up for by Ms de Loo’s rich evocation of 
life in the Budapest ghetto and by her ability, 
in pared-down prose, to convey Kata’s and 
Stefan’s own confusions and anxieties. 

Black comedy is the preferred approach 
of Arnon Grunberg, a literary star at only 29. 
His latest novel,‘Fantoompijn” (Ghostpain), 
the story of a Jewish-Dutch writer living, like 
him, in New York, won him the axo prize for 
fiction. The main activity of Mehlman, his 
anti-heroical literary self, is to think about 
writing and about leaving his wife. Success is 
ebbing, inspiration drying up; creditors and 
editors are closing in. He keeps one mistress, 
and starts an affair with another, one of his 
readers. In love as Mehlman is with muddle 
and failure, success eventually traps him in 
the form of an unexpected international 
bestseller, “The Polish-Jewish Kitchen in 69 
Recipes: Cooking after Auschwitz”. The 
book is taken as an essay in seriousness. He 
becomes a quotable public figure, a voice of 
reconciliation. But the mask is painful, the 
role impossible. He slides into madness. 

“Fantoompijn” is Mr Grunberg’s most 
complex and accomplished novel to date. It 








EEN BED IN DE HEMEL. By Tessa de Loo. 

De Arbeiderspers; 148 pages; guilders 

34:95. 

FANTOOMPIJN. By Arnon Grunberg. 

Nijgh en Van Ditmar; 254 pages; guil- 

ders 39,90. 

SPIJKERSCHRIFT. By Kader Abdolah. De 
Geus; 378 pages; guilders 49,90 
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works in several registers at once. MehIman 
uses his mother’s concentration-camp 
number to gamble on, a despairing joke of a 
way to show that misfortune is always with 
us. In Mr Grunberg’s disenchanted world 
people are commodities and identities are 
roles. The grimness is alleviated by absurdist 
humour, grotesque situations and snappy 
rejoinders reminiscent of Saul Bellow or, 
rather, Woody Allen. “There is no such thing 
as existential solitude, only the smell of it,” 
sneers Mehlman at one point. As a quick 
take on isolation, this is not quite up to Mr 
Allen's famous exchange: “What are you do- 
ing Saturday night?” “Killing myself.” “What 
are you doing Friday night?’ But Mr Grun- 
berg is without question a talent to watch. 

In an entirely different key is the writing 
of Kader Abdolah. The persecutions are con- 
temporary. Yet generosity is his hallmark. 
From a family of Persian poets, he fled to the 





Netherlands in 1988 and has recreated him- 
self as a Dutch writer. He learnt the language 
from scratch, made his literary debut in 1993, 
has a column in the Volkskrant, a national 
newspaper, and has won several awards for 
both journalism and fiction. 

His new novel “Spijkerschrift” (Cunei- 
form Script) is taken fairly directly from life. 
Ismaiel, an Iranian refugee living in Holland, 
inherits the notebooks of his deaf-and- 
dumb father, Aga Akbar. He decides to deci- 
pher the scribbles of a man who could ex- 
press himself only by gesture. In short, pow- 
erful sentences, Mr Abdolah draws a 
poignant and colourful picture of a humble 
life set against Iran’s recent history: Reza 
Khan and the last Shah, the 1979 revolution, 
war with Iraq and fundamentalist terror. 

Akbar had been deaf to political evil, 
and when he dies searching for his missing 
daughter, a probable victim of religious 





zealotry, ismaiel realises that he has relied on 
his father as much as the impaired man de- 
pended on him. 

Ismaiel also tells his own story: of life ina 
remote village and hunger for reading, of 
student years in Teheran and political activ- 
ism, and then later the acceptance of exile. In 
search of new roots, imagination and mem- 
ory prove essential. The narrative travels 
back and forth in time and space, from the 
reclaimed land of the polder, where every- 
thing is “new and the soil still smells of fish”, 
to the entrancing, age-old beauty of the Ira- 
nian mountains, from Dutch pragmatism to 
magical story-telling. He searches out like- 
nesses between Dutch classics and Persian 
poets, as if to establish secret corridors be- 
tween separate worlds. Exile is Mr Abdolah’s 
recurring theme and, if language is a native 
land, his writing is a special homecoming. 





S WITH Noah’s ark, things come in 
pairs in the current Dutch fiction list. 
“Gloed” is a recently “rediscovered” novel 
by a neglected Hungarian writer, Sandor 
Marai, which tells of two friends reunited 
after 41 years apart. Harry Mulisch spins a 
philosophical yarn around the meeting of 
two opposites. Marianne Fredriksson fo- 
cuses on the bonds between two female 
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What the world is reading 


friends. And it’s double the royalties for 
Nicci French, an English writer best known 
for her taut psychological thrillers, who 
has two books in the Dutch top ten. 

The French fiction list contains a com- 
parable mixture of thrillers and romantic 
dramas. But a striking contrast is apparent 
in the non-fiction lists. In the Netherlands, 
it’s all self-help, historical and lifestyle 








books—though it is good to see, too, that | 
the honourable tradition of pottery in the 
home continues to thrive there. In France, | 
meanwhile, the nation’s readers have little i 
time for hobbies, or indeed anything but | 
politics. Astonishingly, just three of their | 
non-fiction bestsellers do not relate to con- 
temporary politics. Four of them pertain 
directly to current political trends and 
events. If this is anything to go by, no one 
shall accuse French voters at the upcoming 
elections of apathy. 
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Herbert Simon 


HE story goes that one day 

Herbert Simon announced to 
a group of his students that he 
and some of his colleagues had 
invented a “thinking machine”. 
He said it was equal, and perhaps 
superior, to the human brain. 

The idea of such a marvellous 
machine had been around for 
centuries. René Descartes (1596- 
1650), whose philosophy was 
bound up with mathematics, 
wondered whether a machine 
could be made to think; but gen- 
erally the notion was considered 
as unlikely as turning iron into 
gold, another fantasy that occu- 
pied great minds. Now here was 
Mr Simon disturbing his classon a 
sleepy afternoon in Chicago in 
1957 with his improbable claim 
for computers. 

At that time the computer 
was chiefly famous for having 
been invented by the British to 
decode enemy messages in the 
second world war. High-tech in 
the world at large was not much 
more than the electric typewriter. 
But for several years Mr Simon 
had been examining whether a 
computer could match the pro- 
cess of human thought. As a test, 
he showed that a computer could 
quickly provide a proof of theo- 
rems in “Principia Mathematica”, 
a key 20th-century work on logi- 
cal theory. Bertrand Russell, one 
of the book’s authors, said a trifle 
testily that he wished he had 
known what “can now be done by machinery” before he had 
“wasted ten years doing it by hand.” 

Butcan artificial intelligence, a1 as insiders call it, really be dig- 
nified with, well, “intelligence”? Is this what Descartes had in 
mind when he wrote, “I think, therefore lam”? A machine will de- 
liver a bar of chocolate in return for a coin, provided it is working, 
but not even a child believes it is a thinking instrument. A com- 
puter is a machine, however intricate. Is it no more than a number 
cruncher? For more than 40 years Mr Simon was regularly interro- 
gated about his claim that there was little difference between a 
suitably programmed computer and the human brain's use of 
neurons. He usually answered questions with good grace, but he 
refused to give ground. 


Obvious once you know 

In 1978; Herbert Simon was awarded the Nobel prize for econom~- 
ies, What for many people would be regarded as the culmination 
of a life’s work, Mr Simon took almost casually, a diversion. The 
Swedish judges at the presentation ceremony were a touch hurt to 
hear that artificial intelligence had been his central interest, rather 
than economics, although of course he was interested in that disci- 
pline too. But to those who knew him such versatility was no great 
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Herbert Simon, artificial intelligence 
pioneer, died on February 9th, aged 84 


surprise. He dabbled in many 
things, usually with great accom- 
plishment. What he called “social 
science” took a hold on him, but 
he could probably have made a 
career as a pianist or a painter. 
His parents were German im- 
migrants who, like many before 
them, had settled in Milwaukee. 
While still at university he had a 
part-time job with Milwaukee’s 
local authority and became inter- | 
ested in how the administration | 
made budget decisions, or | 
choices as Mr Simon preferred to | 
call them. Years later “Adminis- | 
trative Behaviour” was the sub- | 
| 
ii 
l 
| 





ject of his doctorate, and later still 
the dissertation was turned intoa 
book of the same name, probably 
the best known of Mr Simon’s 20 
books. It was his ideas on deci- 
sion-making, especially in busi- 
ness, that caught the eye of the 
Nobel judges. 

Like many economic theories, 
Mr Simon’s seems obvious once 
you know it. In taking a decision, 
he said, no business could process 
satisfactorily all the “zillion 
things” affecting the marketing of 
a product, in the hope that the 
right answer for maximising pro- 
fit would pop out at the end. 

That was classical economic 
theory, he said, but it was “a ridic- 
ulous view of what goes on”. 
Rather, a business tried to make a 
decision that was “good enough”. 
He called his theory “bounded 
rationality” and invented a name to describe it: “satisficing”, a 
composition of the words satisfy and suffice. Not all economists 
agreed with Mr Simon. “But they are mistaken,” he said. 

His views on economics tied in with his ideas on artificial 
intelligence. Even a computer displayed its intelligence by making 
choices, he said. Like a human, a chess computer would analyse 
the consequences of a move, but it would do better than even a 
grandmaster, who would be unlikely to see beyond eight moves 
ahead. But what about insight? Or indeed wisdom and creativity? 
Mr Simon tended to be dismissive of such vague human terms. His 
computers had created drawings, which he was happy to display 
in his office, and music, which musicians said had aesthetic inter- 
est. They had made choices, as a human artist or musician would. | 

For many people, artificial intelligence suggests Hal, the wor- | 
ryingly clever human-like computer which rebelled in the film | 
“2001”. Although Mr Simon sometimes seemed to suggest that a | 
Hal was just around the corner, he was not going to be drawn into | 

| 
ii 
| 
$ 





comparisons with science fiction. His strictly scientific aims, he 
said, were limited to using computers to understand how humans 
think, and as an aid to human thinking. What about the soul? No 
one, he said, would tell him what the soul was. When someone did, 
he said thoughtfully, he would program one, 
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Get your MBA 
Stay on the Job 
Discover the World 
Build your Future 


You are an experienced manager with a deep desire to learn and 
a need to broaden your horizons, but you have a tight, 
real world schedule. 
What can you do? 


You must experience value creation in other parts of the world, 
such as Silicon Valley and China, but its not part of your normal work. 
How can you get this experience? 


You want and require an MBA, but love your current job. 
Who can help you? 


Real World Real Learnin 


For full details on the EMBA Program or other Executive Develo 
please contact: E.C. Vuichoud 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: emba.economi ist@ 
IMD-International Institute for Management Development, Lausanne, Sw 


www.imd.ch/emba 
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SUON ; a the ie ied Bet 


You cary read about China 
from the outside, but success 
depends on the inside... 


Annually the dynamics of the Chinese market, already the world’s largest, calls for an in 
depth programme of analysis for short and long term business strategy. CEIBS, China's 
leading business school, provides this unique programme to e and update inside 
knowledge on the Chinese market to corporate executives, including an assessment of 
current developments in both commerce and politics, You've oats the opinions, studied 
the facts and figures 


now it’s time to China from The Inside 


inform: yourself about 


The programme has been designed to offer business leaders worldwide invaluable insights 
into the Chinese market and the opportunities China's imminent entry into the WTO holds. 
During the programme meetings with senior representatives from Chinese government 
and business will be arranged, and experienced foreign managers will present their findings 
on China operations, giving the programme an unparalleled depth of access into Chinese 
















the learning interface 


808 Hor eng Roari Pudong Shang wa #01206, 





www.CEIBS.edu 
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The CEIBS faculty and guest lecturers from partner institutions in Europe and 
the USA will be delivering this programme, in it’s fifth successive year. The 
programme will be housed in the CEIBS Pudong Campus in Shanghai. 


business practice. 


"China From The inside is an invaluable tool for concentrated learning on how 
to be successful in China. | strongly recommend it to strategic policy makers 
looking at innovative ways to operate profitably there". 

Gianni Montezemolo - Director - AT Kearney - China From The Inside, May 99 
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information Sessions 


® Milan 
23rd February 01 
Palazzo delle Stelline 
(Aula Rossa) 
Corso Magenta, 61 
12.00hrs-19.00hrs 


* Nicosia 
8-10th March 01 
International 
Conference Centre 
14.30hrs-20.00hrs 


e Prague 
8th March 01 
Hotel Maxmilian 
Hastalska 14 
15,00hrs-17.00hrs 





The City Masters 


MSc Insurance & Risk Management 


“Reflects the interplay between insurance, risk 
management and financial services” 


MSc Investment Management 


“Provides students with a specialised knowledge of 
fund management, derivative securities & financial 
risk management” 


MSc Mathematical Trading & Finance 


“Students develop unique skills in financial engineering, 


Ca London 
22nd March 01 
19th April 01 
Barbican Centre 
18.00hrs-20.00hrs 


» Athens 
31st March 01 
Hotel Titania 
18.00hrs-20.00hrs 


www.business.city.ac.uk/irmi 


derivative valuation and trading” 


For further information: 
Department of Investment, 
Risk Management 
& Insurance 


Tel: +44 (0) 207 477 8680 
Fax:+44 (0) 207 477 8885 
Email: irmi@city.ac.uk 


Templeton College| University of Oxford 


‘Chance favours only the prepared mind’ 


Louis Pasteur 


The Oxford Strategic Leadership Programme 


20 ~ 25 May 2001 | 11 - 16 November 2001 


Oxford has for generations prepared the world’s 
leaders to harness change to the advantage of 
their corporations, their nations and the wider 
world, Leading edge thinking, traditional Oxford 
tutoring, different. perspectives from executive 
guest speakers, discussion with a stimulating 
international peer group... The Oxford Strategic 
Leadership Programme both deepens your 
understanding of leadership, and challenges you 
to identify and implement the leadership strategy 
most effective for your individual situation. 


Name 


For further information, please visit 
www.templeton.ox.ac.uk /leadership, 
or return to: 

Dorothy Cooke 

Templeton College, 

University of Oxford, 

Oxford OX1 SNY, 

England 

Tel +44 (0}1865 422776 

Fax +44 (0)1865 422501 

Email leadership@templeton.oxford.ac.uk 


Company 





Address 


Zip/Posteade 
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Templeton College | University of Oxford 
www.templeton.ox.ac.uk/leadership 
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Learn from 
Experience 


The Henley Modular MBAs are aimed at 
experienced managers, keen to develop their 
leadership skills and apply them in the 
workplace. You can choose from an intensive 
oné-year modular programme or the two-year 
variant. Both programmes share a strong 
emphasis on group work, and personal 
development, and are supported by Henley's 
e-Learning system. The one-year programme has 
residential elements in the USA and Asia/Pacific 
and an international management week is an 


integral part of the two-year programme. 


Experience at 
First Hand... 


We welcome the opportunity of discussing the 
Henley MBA experience with you at our 
Greenlands campus. Join us atian Information 
Seminars: 10am on 2nd March, 30th March 
and 27th April. 


MANAGEMENT COLLEGE 


Email: mba@benleymcacur 


Internet: wuwbenleyme.ac.uk 





Masters in Finance 


London Business. School's specialist Masters in Finance 
programme is taught by the School's internationally 
renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 

The programme is rigorous, practical and career- 
orientated. It can be completed in ten months of full- 
time study or in two: years of part-time (mainly evening) 
attendance at the school. To find out more, come to an 
information session: 


LISBON ~ Monday 5 March, 7.30pm 
Lapa Palace, Rua do Pau de Bandeira 


MADRID — Tuesday 6 March, 7.30pm 
Westin Palace Hotel, Plaza de las Cortes 


MILAN - Wednesday 7 March, 6.30pm 
Four Seasons Hotel, Via Gesu 8 


ROME - Thursday 8 March, 7.00pm 
Navy Officers! Club, Lungotevere Flaminio 45 


LONDON - Wednesday 14 March, 6.15pm 
London Business School, Sussex Place, London NWI 4SA 


BUENOS AIRES — Monday 26 March, 7.30pm 
Alvear Palace Hotel, Av. Alvear 1891 


SANTIAGO — Tuesday 27 March, 7.30pm 
Hotel Carrera, Teatinos 180 


SAO PAULO - Wednesday 28 March, 7.30pm 
The Renaissance Hotel, Alameda Santos, 2233 


LONDON ~ Thursday 5 April, 6.15pm 
London Business School, Sussex Place, London NW1 45A 


LONDON -- Tuesday 15 May, 6.15pm 
London Business School, Sussex Place, London NW1 45A 


information about our MBA and Sloan Masters will also be available 
at ail sessions. 


Sussex Place 


Regent's Park Lond on 


London NW1 45A 


Tel: +44 (0)20 7706 6840 Business 
Fax: +44 (0)20 7723 1788 
School 


email: mifinfo@london.edu 


www.london.edu L—__ 


London Business School exists to advance fearing and research in business and management 
EC23/02/01 
























eld _ 
INIVERSITY 
School of Management 


Cranfi 





The Cranfield MBA is consistently ranked as one of the 





top MBA programmes in the world. 


Cran 1e Now we are introducing a new modular format, which 


makes it easier for managers based outside the UK to study 


. for the MBA at Cranfield while remaining in employment. 

Beginning in July 2001, the programme comprises four 
MB A two-week residential periods each year for two years, 
supported by learning sessions via the Internet. 


For more information contact: Maureen Williams, 
Cranfield School of Management, Cranfield, Bedford 
MK43 OAL, England. 


New modular 
option 


Tel: +44 (0)1234 754386 Fax: +44 (0)1234 752439 


Email: m.williams@cranfield.ac.uk 





Or visit our web site at www.cranfield.ac.uk/som/mba 





yourself 


For further information call us M B A P rogrammes 


+44 02 (07477 8607/8 
Lines are open 10 am - 5 pm At City University Business School we believe an MBA is an Investment. 


Monday - Friday Our City of London location will put you at the heart of one of the world’s most 
prestigious business centres, where the networking opportunities are unmatched. 


While you receive a broad base of interpersonal skills, you can also major in: 


General Management 

Finance 

Management of Technology/E-Commerce 
International Business 


It all adds up to an opportunity that will make a difference to your future career. 
Find out more about our Full and Part-time MBAs at our Information Sessions on: 


www.business.city.ac.uk * Tuesday 20th March 2001 
* Wednesday 28th March 2001 
* Tuesday ist May 2001 


All sessions will be held at City University Business School. 
-ems City University The University for business 
Pusinges School and the professions 
| ondon 
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Email: cubs-postgrad@city.ac.uk 






City University Business School 
Frobisher Crescent 

Barbican Centre 

London EC2Y 8HB 

United Kingdom 


s- æ + 
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The MSc in Finance at the City University Business School is 
an intensive 10 month course integrating theory and practice. 
It provides: 


*a thorough and comprehensive grasp of the principles of 
finance together with enduring technical and conceptual skills 


*a genuinely international, multicultural perspective with a 
global focus 


* a highly flexible qualification suitable for a wide range of career 
openings in the financial sector 


An information session will be held on the following dates at the 


Business School, Frobisher Crescent: 
14 March 5.00pm - 6.00pm 
14 April 5.00pm - 6.00pm 


Tel: +44 (0)20 7477 8660 
E-mail: MScFin@city.ac.uk 
www.business.city.ac.uk/af 


The University for business and the professions 


Want to study for an 
MBA degree in the UK? 


Search, compare and apply online for the right MBA course 
in the UK. Hundreds of courses plus information on fees, financial 


assistance, accommodation, entry requirements and student visas. 


All this for free. 
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Euré@pean 


SS 


Summer 
School 


July 9 - 29, 2001 


ree-week itinerant 
mer school, an intensiv 
multicultural program, offer 
ee leading management schools 


ergraduate’ students from 
ver the world to experience 
-hand the life and business culture 
France, Italy ano Austria 
iting three of the most vibrant citle 
urope. 


ly credited courses, offered 
nglish, explore the : 
onomics and 
anagement practi 


s+rschool.com 


UNIVERSITA BOCCONI 


the C’ - Mien 





Get ready for the rules of 


eBusiness 
to change again. 


§ Whatever happens next in eBusiness, prepare 
m| for it with eBusiness: Models and 
Applications for eCommerce. 


In five weeks of virtual teamwork and live online 
seminars, world-class Wharton faculty will show 
you how to analyze your options and develop an 
effective eBusiness strategy. When the rules of 
eBusiness change again, you'll be ready. 


Next sessions start March 28th and June 6th. 
Enroll today at 


www.ftknowledge-wharton.com 
or call the number below quoting ref: EBA/0204 


+44 (0)1704 508319 
(US toll-free: 1 877 460 4579) 


Wharton 


The Wharton School 
University of Pennsylvania 








Extend your global reach 


MBA 


VLENCES PO 











© AMBA Accredited Degree. 


® An intensive nine-month bilingual program (French/English). 


© The leading school in Political Science and Economics, 
founded in 1871. 


® A distinguished international faculty. 


® An urban campus in the heart of Paris. 


Next information session in our premises: 
Thursday, March 29" 2001 at 6.30 p.m. 





174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43 - Fax : + 33 1 45 44 BA 92 


Website ; http : //mba.sciences-po.fr - E-Mail : mba @sciences-po.{r 





THE ECONOMIST PEBRUARY 24TH 2004 





because ae vaccine is built on ile past 








For nearly 800 years, Cambridge and entrepreneurship and enjoys 


a high degree of international 





University has been a world 
renowned centre of learning recognition. Graduates enter a 
global network of alumni, 
working in large corporations as 
well as fast-growing start-ups. 















excellence, The Judge Institute of 
Management, Cambridge 
University's business school, is 
your connection to the future. 


The Cambridge MBA includes 
two in-company consultancy 


So, with nearly 800 years of 
history behind us, we're more 
than capable of preparing you for 


projects, courses in e-commerce the future. 













UNIVERSITY OF 
CAMBRIDGE 


Judge Institute of Management 





www, jims.cam.aouk 
Cambridge University aime to achieve 


the highest quality in teaching and research O4tDYidge’s business school 





Macroeconomic Policy 


Global Finance 


Macroeconomic Policy and Management 


June 25-July 20, 2001 





Programs designed for executives, analysts, and policy makers 
in both the private and public sectors who are involved with 
macroeconomics and financial sector issues. 


The Global Financial System: Structure, Crises, and Reform 


July 23-August 3, 2001 








For more information about these programs and others, please contact: 


Enrollment Services 

Tel: (617) 496-0484, ext. 206 
Fax: (617) 495-3090 

Email: KSG_ExecEd@Harvord.edu 
Internet: http://www.execprog.org 











el: +44 (0)118 931 8239 
4 (0)118 931.4741 











Are you an experienced interna- 
tlonal affairs professional who 
wants to further your education 
without taking a year off? If so, 
consider the GMAPaffered by The 
Fletcher School at Tufts University 
This one-of-a-kind, one-year master’s 
program in international relations 
combines three (9) two-week resi 
dency sessions with 33 weeks of 
computer mediated instruction. 


LEARN GLOBALLY. 


THE GLOBAL MASTER OF ARTS PROGRAM (GMAP) 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 


STUDY LOCALLY. 


As a GMAP student, you perform 
your professional duties while 
pursuing your education, You work 
closely with our highly respected 
faculty and receive a top quality 
Fletcher education. Plus, you become 
part of our active and influential 
intemational community, Classes 
begin july 2001, Contact us today 
to learn more about this challeng- 
ing program. 


THE GMAP INTERNATIONAL CURRICULUM INCLUDES: 
Crisis Management & Complex Emergencies « International Finance 
International Business & Economic Law + Leadership & Management 
international Negotiation © international Technology Policy 
International Trade Economics & investment 
Transnational Social issues 


Tet: 617-627-2429 WEB: www. fletchertufts.edu 
e-mali: fletcheremap@tults edu 
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Amsterdam 
Institute of Finance 


Gg 





In cooperation with the faculty of 


INSEAD 


Investigates innovative methods of valuing financial and 
non-financial organizations and takes a creative approach 
to securities and investment for firms in the following 
upcoming courses: 


Financial Innovation in 
Corporate Finance 
(March 26 - 30) 


Real Options 
(April 5 - 7) 


Valuing Commercial Banks 
(April 9 - 10) 





For information, please visit our Web site, or contact us directly 





AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 


telephone: +3 |-20-5200160 - fax: +3 1-20-5200161 
e-mail info@aif.nl - internet: www.aif.nl 
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Evaluating New Partnerships 


WORLDWIDE 





Carnegie 
Technology 
Education| 





We are regularly assessing and 
developing new partnerships ot 
locations worldwide, especialty 
where we are under-represented 
or not represented, interested 
organizations, who value world 
class education in the area of 
computer sclence and are 
interested in evaluating a 
partnership with CTE, should 
email their letter of introduction 
giving their background and 
other particulars to: 


Annaswamy Gopal 

Director of Business Development 
Carnegie Technology Education 
4615 Forbes Avenue 

Pittsburgh, PA 15213-3796, USA 
http: //www.camegietech.org 
Email: agopal@carnegietech.org 

















Carnegie Mellon 











An innovative, four-week program that delivers a unique 
combination of global management perspective, 
leadership acumen, and strategic thinking skills. 


UCLA STRATEGIC 
LEADERSHIP INSTITUTE 


CARNEGIE TECHNOLOGY EDUCATION (CTE™) 
is a non-profit subsidiary of Carnegie Mellon 
University, a world leader in computing research 
and education. it was founded to address the 
shortage of workers in software development and 
to extend the availability of Carnegie Melton high- 
quality curriculum to students worldwide. 
Together with educational partners worldwide, 
CTE uses the Internet to deliver state-of-the-art 
courses leading to professional certificates in 
Computer Programming and Software Systems 
Development. CTE distinguishes itself from other 
distance education offerings by providing 
curriculum delivery and support to its education 
partners - high schools, colleges, employers ~ 
who in turn provide students with live instructors. 


CTE has developed effective partnerships 
across the world to deliver its offerings. While 
CTE applies Carnegie Mellon's unique expertise 
to the creation and upkeep of curriculum, 
partners apply their knowledge of how best to 
teach, advise and support their particular student 
populations. It is important to note that the CTE 
curriculum is not designed to be delivered in a 
strict distance learning scenario, where the 
student uses remote resources exclusively to 
learn the required material. 


(CTE™) is a non-profit subsidiary of Carnegie Mellon University 












ment to: 








Mon. 


| JULY 29 - AUG. 24, 2001 | 


Join senior executives 
from leading companies 
worldwide in an innova- 
tive California environ- 


* Examine key management functions 


THE ANDERSON SCHOOL AT UCLA 























+ Hone your strategic thinking and visioning skills 


* Use hands-on e-business applications to integrate 
business and technology 






* Develop workable solutions to your organization's 
most pressing challenges 






* Learn to attack and manage organizational risk 


CALL +1 310.825.2001 


execed @ anderson.ucla.edu 






www.anderson.ucla.edu/ 
programs/execed 
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RO TT FR BAM at HO OL oF ae ee 


= THE WORLD new dimension in world-class 
=IN YOUR CLASS - management development 


$ O committed to being an international center of excellence 
EÉ for management education, Rotterdam School of 

2, Management is the Graduate School of Business at 

| eg Erasmus Universiteit Rotterdam in The Netherlands, 





the cambridge ©-MBA 


d = INTERNATIONAL MBA PROGRAMS i 
The Rotterdam School of Management s Full-time MBA he Cambridge e-MBA is intensive, interactive and business- 

oO (General Management) and MBA/MBI (plus Information 
Technology) bring together participants from $0 counties 

wef for an intensive !8-month “hands-on” approach to 
management, taught entirely in English. Work experience 

on is required, 

ag" For working professionals with at least four years of 

42 experience, RSM offers 2-year Part-time International 

Ws MBA and MBA/MBI Programs. Courses are usually held 
on Friday evenings and Saturdays every other week. The 

= curriculum includes study trips abroad. 





<x EXECUTIVE PROGRAMS 





A your org edge in todays global economy, 
The Rotterdam School of Management also offers Call +44 (0) 1704 508321 guot ce TMAM202. 

fe Open Executive Courses, tailor-made In-Company 
Programs and Consortium Programs. 





om Visit www.ftknowledge-cambridge.com for more details 
ed or to enrol oni 
> P.O. Box 1738, 3000 DR Rotterdam 
Qe The Netherlands 

Phone: +3¢-10-408 2222 





ne 








i fe" UNIVERSITY OF n in ae eae 
Fax: +31-10-452 9509 RS Mée~ W CAMBRIDG [i knowled el 
E-mail: rsm@rsm.nt A WF CAMBRIDGE maran ge 
Bi Rotterdam School of Management addy tnatiiste Tt World Busness Eikwation 
Internet: www.rsin.nl Erasmus Graduate Schoal of Business namieta § Sus RA 








NIMBAS 


The Associate Institute of the 
University of Bradford 


nity of earning 


Log on today for the Master’s 
of tomorrow! 


MASTER OF MANAGEMENT IN THE NETWORK ECONOMY 


Learn how to manage an organization in | 
the digital age. Be part of an international 
group on a small campus in the peaceful 

surroundings of historic Piacenza, in Italy. 


* Collaboration between the Universita ' FONDAZIONE 
Cattolica at Piacenza, Italy and the DI PLACENTA E VIGEVANO 
University of California at Berkeley, USA. | 

* 11 months of coursework led 
by Taka from top U.S. universities 
and by Silicon Valley experts. i rr 


Coase 08 Riypsaimer LEP vicars neta 


essions in 
Doctor of Busine 
Administration (DB. 
Modular programme . 
and Germany 





* 5-month internship in a 
network-economy-oriented organization. 
* Starting date: September 17, 2001 a 
0. 





*Financial Times survey 24/0140 The University of Bradford w EQUIS GEFMD) accredited 
NIMBAS Graduate School of Management 


? Uarecht, The Netherlands 


* Applications: March 1 - April 30, 2001 info.mine@pc.unicatt.it 


30 236 


om e Website: way npnbDas coin 
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Princeton UNIVERSITY anne 
Woodrow Wilson School of Public and International Affairs hy 


in collaboration with the World Bank-World Bank Institute and Private Sector Advisory Services 


Privatization, Regulatory Reform & Corporate Governance 
June 25 ~ July 13, 2001 Princeton, New Jersey, USA 
Director, Eytan Sheshinski 
+ The Record on Performance and Reform of + Labor and Privatization 


State-Owned Enterprises + Methods of Privatization: Auctions, Share 
+ The Rationale for and Problems of Public Flotation, Concessions and Strategic Investors 





















Ownership * Mass Privatization in Transition Economies 
* Privatization of Natural Monopolies: Theory + Recent Privatizarions: Daca and Conclusions 
and Evidence + Post Privatization Corporate Governance 
* Regulation: Structure and Methods ¢ Sector Case Studies (Telecommunications, 





* Deregulation and Competition Policy 





Transportation, Utilities) 
Workshop includes working trips ta Washington, DC (World Bank) and a Wall Street Investment Bank 


Lecturers in previous workshops (held at HHD, Harvard University) include: Kenneth Arrow, 
William Baumol, Eduardo Engel, Paul Krugman, Joseph Stiglitz and Lawrence Summers 










ADULTS, EARN YOUR 
DEGREE AT HOME IN 
JUST ONE YEAR! 


B.S., M.S., Ph.D, Many fields. } 
NO COST evaluation! Send resume 
6400 UPTOWN BLVD NE « SUITE 398-W 
Dept, 34 ' ALBUQ., NM B7T10-USA 
34@centuryuniversity.edu 
1-800-240-6757 
ONLINE OPTIONS 








low tuition-Bachelor, Master, Ph.D 
in most fields - No exams, no classes- 
A WIU Instructor will help with your 
studies. Students in 112 countries 
and 36 states. No cost catalog send 
postal address: Student Comm. Ctr. 
144 ivy Lane, King of Prussia, PA 
19406 - USA, FAX: 610 205 0960, 
E-MAIL: admissions@washint.edu 
WEB SITE: www.washint.edu 






Readers are recommended 






fo make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a binding 
commitment in relation to an advertisement. The 







Economist Newspaper Limited shall not be lable 
to any person for lass ar damage incurred or 
suffered as a result uf his/her accepting or 
offering to accept an invitation contained in any 
advertisement in the Economist 






Recognized as the world’s most flexible Distance 
Learning MBA or DBA/Ph.D. No bachelors degree 
required for the MBA (or Master's for DBA) if you have 
significant work experiance. No time limits, minimum 
or maximum. MBA usually takes one year, DBA two. 
Transfer students welcome. No required courses. 
You will not have to study material you already know or 
do not need. No exams, instead you write papers. 
Learn from successful business leaders/authors 
many are millionaires). Faculty members wanted. 
ushmore University, Dakota Dunes, SD USA / 605- 
232-6037 eco@rushmore.edu www. distancemba.com 











Teaching French to adults for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 /2 hrs a day with 2 meals. 8 levels : Beg. I to Adv. II 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 4-week course starts March 5, April 2 and all year 
06230 Villefranche/Mer EB24, France. ‘Tel.: (33) 493 01 88 44 Fax: (33) 493 76 92 17 
www.institutdefrancals.com 


School of Management 





The University of Southampton School of Management is one of the UK's 
leading centres for management education heralding a top ‘S' rating for its 
research, and an ‘excellent’ (23/24) score for its teaching quality. 

The School has an international reputation in the fields of banking and finance. 
* MSc International Banking and Financial Studies 

«MSc International Financial Markets 

« MSc Accounting and Finance 

These programmes are studied on a full-time basis beginning September 2001. 


For further details quote ref ECOQ201. 

School of Management, University of Southampton, 
Southampton SO17 1 BJ. Telephone: +44 (0) 23 8059 3076. 
Facsimile: +44 (0) 23 8059 3844. 

E-mail: mmtrmail2@soton.ac.uk 

Web: www.management.soton.ac.uk 


University 
of Southampton 


~“ 





no 








WARWICK 
Study for a one-year Master's programme at PAIS. 





experience and contacts. 


The EU-China Junior Managers g 
Union funded China based busi ing programme. The 1 
or 15 month training offers participants a unique mixture of 


-intensive language training (4 or 12 months) providing Chinese 
language skills to adapt to the environment and form better 
relationships with Chinese business partne 

-Business seminars, workshops, company w 
government agency representatives providing a real understanding 
of business in today’s China. 

-Internship (3 or 7 months) providing hands - on experi 

a Chinese company or European -Chinese joint venture. 


We are now calling for applications for the training course: 

1 September 2001 in Bejing. Application dead line is May 
Please consult the programme's wel d/or European Co- 
ordination Office about the application proce and 


http:/ /www.hamk fi/ip/euchina 


European Co-ordination Office: 
Häme Polytechnic, Jaakonkatu 28, 
FIN-13100 SEAS 20 FINLAND, 


Study at one of the UK's top 
five research institutions 





The University of Warwick is also the ESRC Centre 
for the Study of Globalisation and Regionalisation 





Political Econo 
» Research Scholarships 


nternational 


SAIGNLS WNOLLVNHALNI ONY SOLLITIOd JO LNAWLYVd3a0 





For more information: 
Email: — resab@csv.warwick.ac.uk Tel: +44 (0) 24 765 23486 


Web Site: www.warwick.ac.uk/PAIS/ 


Fax: +44 (0) 24 763 24221 
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Fulfilling Britain’ 


s commitment t 


The Executive MBA 


educates managers from all over the world 

taught in § intensive modules each lasting for 7 days 
or by evening study 

entry points in January, April, June and September 
flexible ~ a minimam of two modules a year 
Birmingham faculty teach in the UK and Singapore 


‘Developing global competence 
for a changing world’ 


Fall time MBA programmes: 
MBA International Business 


3USINESS 
SCHOOL 


Department for 
International 
Development 


Imfundo (im~fun-doe) n. the acquisition of knowledge; the 
process of being educated. Taken from the language of the 
Ndebele people of South Africa. 


Imfundo was initiated by the Prime Minister in March 2000 to 
look at how information and communication technology 
(ICT) might be used to improve education - particularly 
teacher education - in developing countries. The report that 
followed focused on sub-Saharan Africa and. concluded that 
ICT can have a significant role to play in distance education 
of teachers and in the management of education 
information. Imiundo was therefore set up as a resource 
centre to promote and facilitate consideration of the use of 
ICT in education. 

An innovative component of the resource centre is the 
involvement of the private sector. A ResourceBank has been 
established into which pledges of resources, skills and 
equipment are attracted from companies and institutions 
wishing to contribute to the development of education in 
developing countries. We have also set up a KnowledgeBank 
of best practice. A small team, which will include expertise in 
ICT, is already working on the Initiative. 


Education Advisor 
Here you will advise on best practice in teacher education 


HPT Ps www bham.ac.ak business 


Tel: 44 (O)121 414 6693 


MBA International Banking and Finance 
The European MBA with ESC Montpellier 


Emaii MBA@bham.accuk 
Fax: 44 (121 414 3553 


IMFUNDO INITIATIVE 
LONDON 


and managing education information using ICT. Specifically, 
you'll identify potential private sector/DFID/developing 
country government partnership projects, design them and 
network closely with other parts of DFID, the private sector, 
educational institutions and other experts, to evaluate 
developments and activities in ICT and education. 


QUALIFICATIONS AND EXPERIENCE 


You'll have a degree or higher qualification in education 
coupled with a strong background in education in developing 
countries, ideally sub-Saharan Africa. An added advantage 
will be practical knowledge of teacher education or distance 
learning and the use of ICT in these areas. 


TERMS OF APPOINTMENT 


The role will be for an initial period of three years, with 
possibility of extension. Salary offered will be in the range 
£30,000 - £50,000 p.a. (UK taxable); this also includes an 
element in lieu of the employer's share of superannuation 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in 
the United Kingdom or those granted refugee status as 
defined by the 1951 UN Convention on Refugees. 


Closing date: 16th March 2001. 


ff you would like more information about the post, call Cathy Welch on 020 7917 0982. Or visit the Imfundo 


web-site at www.imfundo.org or email info@imfundo.org 


Application forms can be obtained, quoting reference AH375/3D/JKIMFUNDO(A)/TE clearly on your envelope, 
from Rosalind Marriot, Room AH375 - Team 3, Department for International Development, Abercrombie House, 
Eaglesham Road, East Kilbride G75 BEA or tel (01355) 843243 (answerphone) or fax (01355) 844099 or 843138 or 


e-mail: hrod3d1@dfid.gov.uk — http://www.dfid.gov. 


Previous applicants for the posts of Team Leader, Imfundo and Advisor, Imfundo need not re-apply. 


The Department fer International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 

DFID works in partnership with 
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governments, international and national 
non-governmental organisations, the 
private sector and institutions such as 

the World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the 

poorest countries in Asia and sub-Saharan 
Africa, but we also work in middle background and people with a disability. 
income countries, and in Central and 


Eastern Europe. 
DFID is committed to a policy of equal 
and encourages 
ions from all parts of the 
community. We would particularly 
welcome applications from, women, 
people from an ethnic minority 


Selection is on merit. 





u 
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Research Assistant 
international insurance and reinsurance A noe DO YOU FEEL LIKE YOUR CORPORATE 
j LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a $100K+ 
annual salary, we can be the answer to your next jump on the ladder of 
















Based in the City, the IUA is the Candidates should have excellent oral 
world’s largest representative body for communication and writing skills, and 
international insurers and reinsurers an ability to work in a team. 

writing in the London market. Its 112 

members include all the world leaders Applications should be addressed to 
























in this industry. Marie-Louise Rossi, chief executive, success. Resume Broadcast international assists you in your professional 
E I Aas Se AEEA T a aa search with the personal contact necessary for success from start to 
research assistant to gather and London ECSR 7DD. finish 24 hours a day, 365 days a year. Opportunity is only a phone call 


away at. Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 
102224 3306 @ compuserve.com 


Resume — 
Drenccaxt 


analyse data and statistics, and to i 
engage in other research to support emal: 
the development of policy. mLrossi @ iua,.co.uk 












Resume Broadcast International 

P.O. Box 6930, San Diego, California 92166; USA: 
Tel: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @compuserve.com 






The job requires an advanced 
understanding of statistics, and would inne 
suit a junior economist, UNDERWRITING ASSOCIATION 








v ÜE LONDON 














ECONOMIC SECTOR MANAGER 
UKRAINE PROGRAMME 


LONDON BASED WITH SOME OVERSEAS 
TRAVEL 





Department for 
International 
Development 






The Department for International Development is seeking to v) Lesson learning at the project or sector level. 

recruit an Economic Sector Manager to provide support to the vi) Where required, to provide support to the 

Eastern Europe and Central Asia Department's (EECAD’s) Economic Adviser and work with other cross cutting 
Ukraine programme. EECAD Advisers. 

DFID‘s bilateral programme to Ukraine is around £9m a year. QUALIFICATIONS AND EXPERIENCE 

Four focal regions are covered in a number of sectors: rural You will have a postgraduate degree in economics or a related 
livelihoods, administrative reform, macro-economic reform, discipline and at least 5 years experience as a professional 
trade policy, coal sector restructuring, financial sector, social economist. It is essential that this experience includes a 
assistance and civil society. DFID also works in partnership with minimum of 2 years in the region or experience of working in a 
multi-laterals such as the World Bank, the European Bank for transition country. 


Reconstruction and Development (EBRD) and the European 
Commission’s TACIS programme (Technical Assistance to the 
Commonwealth of Independent States). 


A range of specialisms is acceptable but a breadth of economic 
expertise rather than depth is required. The ability to 
communicate clearly both verbally and in writing with 















As Sector Manager, you'll be expected to have the following economic specialists and non experts is essential. You will also 
areas of lead responsibility; have a proven ability to manage consultants, influence policy 
o i) Project design. and decision makers and work in multi-disciplinary teams. 
= ii) Monitoring of DFID funded projects in Ukraine in Excellent inter-personal skills, self motivation and an ability to 
z the following sectors: coal mine restructuring, provide guidance and advice in timely and professional manner 
= agriculture/rural livelihoods, macroeconomic are essential pre-requisites. Russian language skills are 
par management, social assistance, public sector desirable but not essential. A familiarity with DFID policies and 
administrative reform and institutional reform at practices would be helpful as would experience of working for 
E local government level. another Government or multilateral donor programme. 
Ss iti) Dialogue with major stakeholders on project issues TERMS OF APPOINTMENT 
i in country. The post is for 100 days per year (of which 25-30 will be in 
E iv) Influencing multilateral institutions and other Ukraine) for a period of 2 years. 
a donors in line with the objectives at the project Closing date for expressions of interest: 27 March 2001. 
= level. 
m 
aD Expressions of interest consisting of no more than 2 pages, accompanied by a curriculum vitae, quoting reference 
£ CNTR 001957 should be sent to John McGinn, Department for International Development, Abercrombie House, 
= Eaglesham Road, East Kilbride G75 8EA or e-mail: J-McGinn@dfid.gov.uk http://www.dfid.gov.uk 
3 
bone 


The Department for International DFID works in partnership with but we also work in middle income 
Development (DFID) is the UK’s governments, international and national countries, and in Central and Eastern 
government department responsible for non-governmental organisations, the Europe. 

promoting development and the private sector and institutions such as the DFID is committed to a policy of equal 
reduction of poverty. DFID is committed World Bank, UN agencies and the opportunities and encourages applications 
fo the internationally agreed target of European Commission. Most of our from all parts of the community. Selection 
halving the proportion of people living in assistance is concentrated on the poorest is on merit. j 

extreme poverty by 2015. countries in Asia and sub-Saharan Africa, i 
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:: Department for 
Education and Employment 


| BBS ea CHANGE THE WAY WE LEARN AND WORK 


Secondment opportunity for an economist in the Department for Education and Employment (for one or two years) 
Location: London œ Salary: £25,000 - £55,000 pa 


Working closely with the newly appointed Chief Economist in the Department, Paul Johnson, the secondee will play a key role in transforming DfEE into an 
Economic Department. 

You will develop the Department's capacity for the economic appraisal of new policies. You will identify key policy areas requiring economic input, undertake 
economic analysis in support of policy development and exploit research on the link between education and training and economic growth. You will have a 
key role in drawing out the policy implications of this work. You will create and sustain links with external economists and key research institutions to ensure 
that the best external economic wisdom is brought to bear on Departmental issues. Your personal contribution will enhance the capacity of the Department to 
address economic issues and to develop policy using the best economic tools. The position could be adapted to the potential contributions of economists 
with a range of different levels of experience and seniority 

Applications are invited from economists with a good understanding of economic appraisal techniques and, preferably, significant experience and understanding 
of the economics of education and employment. 

Applications should include your CV and details of why you consider yourself suitable for this post. The Department is developing secondments to strengthen 
and build relationships with other organisations. Please ensure both your immediate manager and your Personnel Department is content for you to proceed 
with this secondment. 

Further details of the post are available from Ashura Mbaroug, Area 5G, Caxton House, London SW1H 9NA. EMail ashura.mbaroug@dfee.gov.uk 


| -Closing date for completed applications is: 12 March 2001. 


® TEAM LEADER: ANALYSIS AND EVALUATION FOR ADULT BASIC SKILLS STRATEGY 

Location: London Salary: up to £47,000 
An exciting opportunity to help take forward the Government's Adult Basic Skills Strategy. You will be leading a multi-disciplinary team providing 
analytical advice to help develop the Government's strategy for improving people's basic skills in literacy and numeracy. You will be 
responsible for planning and then delivering the evaluation strategy for the policy agenda set out in Skills for Life, working closely 
with colleagues in the Adult Basic Skills Strategy Unit. 
Your team will be part of DfEE’s Analytical Services directorate which provides economic advice, research and statistics to Ministers 
and policy officials. 
The ideal candidate will have: © strong skills and experience in using policy evaluation and appraisal methods; 

o the ability to conduct economic analysis and modelling: 

e good communication and influencing skills; 

e the ability to lead and develop a multi-disciplinary team, 

Applicants must have a first and/or higher degree in economics, social science or statistics. 

Knowledge of social research methods and/or social statistics would also be an advantage. 
The selection process requires you to provide evidence of your competence in the skills and abilities above. There are two stages in the process; a competence 

` based application form and CV, and a competence-based interview. Evidence of competence should be drawn from both employment and other non-work 
related activities/experiences. 
Application forms: if you are interested, have what it takes and feel you can make a real contribution then please contact the recruitment team on 01928 
794704 (during office hours) or e-mail us at recruitment.team@dfee.gov.uk stating the full title of the post you are interested in. 
The closing date for requesting applications will be Thursday 8 March 2001 and all completed application forms must be returned to the recruitment team by 
Monday 12 March 2001 latest. 
|. Closing date for receipt of completed applications is: 12 March 2001. 

if you want to know more about the work of the Department why not visit the DIEE Web site at www.dfee.gov. uk 


The DIEE is committed to recruiting a more diverse workforce that reflects the people we serve. We are committed 
to making reasonable adjustments for people with disabilities and using & variety of flexible working arrangements fo 
enable all staff to balance their work with their private lives. We recruit people based on merit and open and fair 
competition. Ail applicants are treated equally regardless of age, disability, ethnic origin, gender, marital status, 
religion or sexual orientation. INVESTOR IN PEOPLE 





TRE ECONOMIST FEBRUARY 24TH 200E l n3 








APPOINTMENTS 


FREIE UNIVERSITÄT BOZEN 





LIBERA UNIVERSITA DI BOLZANO 





Free UNIVERSITY OF BOZEN ` BOLZANO 


The School of Economics of the Free University of Bozen- 
Bolzano (Italy) offers a 3- year university course in Tourism 
Management. Courses are given in three languages: English, 
Italian and German. 


The Free University of Bozen-Bolzano wishes to make short 
term and long term teaching appointments in the following 
fields starting from October 2001: 


© Public taw (Italian and European) (Ref. T-01) 

T Business administration (Ref. T-o2) 

CJ Mathematics for economic applications (Ref. T-03) 

Q Tourism marketing (Ref. T-o4) 

O Manager and personality training (Ref. T-o5) 

() General and applied computer science (Ref. T-06) 

A Economics (Ref. T-07) 

a Statistics (Ref. T-08) 

0 Economic history of tourism (History of alpine culture, 
popular traditions and tourism) (Ref. T-og) 

Q Tourism economics (Tourism economics and policy) 
(Ref. T-10) 

Q Travel and Transport agency economics and management 
{incoming and outgoing) (Ref. T-11) 

0 Geography of tourism (Ref. T-12) 

0 Tourism law (Ref. T-13) 

0 Sociology of tourism (and introduction to scientific 
work) (Ref. T-14) 

0 Regional economic planning (sustainable regional 
development) (Ref. T-45) 

u French (Ref. T-16) 

{Q Private law (Ref. T-17) 

£l Organisation of business information systems (Communications 
and media in tourism) (Ref. T-48) 

{J Quantitative methods and assessments of tourist 
businesses (logistics, investment planning and decision- 
making processes) (Ref. T-19) 

0 Statistics of tourism (Ref. T-20) 

(J Market analysis (users analyses and management) 
(Ref. T-21) 

() Planning and controlling (tourist service management, 
controlling) (Ref. T-22) 


A Ph.D. degree is normally required as well as previous 
university teaching and research experience. The position 
offered will depend upon qualifications and experience. For 
a full time appointment a corresponding position in a university 
institution is required. 


Interested candidates should send their curriculum vitae 
quoting the position number and indicating the names of 
three referees, to the following address: 


Free University of Bozen-Bolzano, Personnel office, 
Via delta Mostra, 4, P.O.Box 276 
| - 39100 Bozen-Bolzano 


E-mail: personnel@unibz.it 


Deadline for the receipt of applications: 
March 31", 2001 


n4 





JOB HUNTING INTERNATIONALLY? 


Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Fax: Email: 
USA/Canada +1 2024781698 — cpamerica@careerpath.co.uk 
Europe +44 20 75048280 —cpeurope(a)careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia(@bkk loxinfo.co.th 


ter m a rude ¢ 
forecast 
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trading sata and ar understanding of 
and future challenges are also required. 


Corporate Energy Economist 

This key position is responsible for leading and participating in > 
studies relating to capital investment planning for refineries and 
distribution facilities as well as preparing and reviewing business 
plans and project economics. Candidates must possess a Bachelor's 
degree in Engineering, Econo i ion ora 
yee related specialty, At least 

refinery operations, strategic planning, implement 1g long/short 
term goals, and economic analysis is a must, coupled with thorough 
knowledge of micro/macro economic factors relating to the 
petroleum industry, industry trends and challenges. 


For a detailed description of the above positions, please refer to our 
website www. jobsataramco.com., For consideration, please send a 
resume to Aramco Services Company, reference code 06J-ECON, 
in one of the following ways: E-mail: resumes@aramco.com 
(please cut and paste rather than send an attachment); Fax: 
(713) 432-4600; Mail P.O. Box 4530, Houston, TX 77210-4530. 


apgruji gSoljl 
Saudi Aramco 
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UNIVERSITAT 
BAYREUTH 


An der Rechts und Wirtschaftswissenschattlichen Fakultét der Universität Bayreuth ist zam 
nachstniglichen Zeltpunki eine 





im Beamtonverhiltnis auf Lebenszeit zu besetzen, 


Dio Fakultit bietet Studiengtinge für Diplom-Kaufleute, fiir Diplom-Volkswirte, für Diplom- 
GesundheitsGkonomen, fir Juristen (mit wittschaltswissenschaftlicher Zusatzqualifikation) 
sowie fir das Lehramt in einer Pacherkombination mit Wirtschaftswissenschalten an. 
Entsprechend dem international ausgerichteten Stadienkonzept der Fakultat soll der Lehrstuhl 
internationale und i ulturelle Aspekte des Managements (2.8. ia den Bereichen 
Personalwesen, Finanzierung. Controlling, Marketing) in Forschung und Lehre vertreten. 
feiterhin wirkt der Lehrstuh! an der Koordination und an der Lehre der wirtschafts- 
haftichen Amelle der neuen Bachelor und Mastersiudiengiinge in den Geistes- 
haften mit. An der Universitit Bayreuth ist cine Fremdsprache integraler Bestandteil 

des Diplomstudiengangs Betriebswirtschaftstehre. 


Es soll ein Forscherfeine Porscherin mit Interessen an der imternationalen Betriebs- 
irischaftslehre gewonnen werden, Die Mitarbeit an fachiibergreifenden Forschungs- 
jekter wird erwartet. Als Sprache ist in den Lehrveranstaliungen neben Deutsch auch 
Englisch vorgesehen. 


Kinstellungsvoraussetzungen sind abgeschlossenes Hochschulstudium, pädagogische 
dignung, Promotion ond Habilitation oder der Nachweis gleichwertiger wissenschattlicher 
Leistungen. Zum Zettpunkt der Ernennung darf das $2, Lebonsjahr noch nicht vollendet sein, 


Die Universitit Bayreuth strebt eine Erhöhung des Anteils der Frauen in Forschung und Lehre 
an ond biner deshalb Wissenschaftlerinnen nachdnicklich um ihre Bewerbung, 


Schwerbehinderte werden bei gleicher Eignung bevorzagt, 
Bewerbungen mit den üblichen Unterlagen (Lebenstauf, wisseaschaftlicher Werdegang 
Sehriftenverzeichnis} und einer Darstellung der wissenschaftlichen Arbeitsgebiete und 


weern Vorhaben werden bis cam 30. April 2001 an den Dekan der Rechts- und 
Wirtschajtswissenschafiticnen Fakultät Universitit Bayreuth, 95440 Bayreuth, erbeten. 


The School of Management 


Marketing Officer 


The School of Management is a medium sized school (750 
students, including postgraduate) with high standards (RAE 
Grade 5, QAA excellent 23/24). 


The job is to develop and maintain an integrated marketing 
strategy for the School, covering a range of marketing activities. 


The person will require experience of marketing, possibly in 
higher education and will need to be flexible and adaptable. 


The salary is in the range £19,482 - £25,213 per annum on the 
Administrative Grade 2 salary scale. 


Application forms and further particulars may be 
obtained from the Personnel Department (D), 
University of Southampton, Highfield, Southampton 
SO17 IBJ. 

Telephone: (023) 8059 2750, e-mail recruit@soton.ac.uk 
or minicom: (023) 8059 5595, to be returned no later 
than 09 March 2001. 

Please quote reference number D/422. 





Working for equal opportunities 


University 
of Southampton 
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China Consultant(s) 


Our Australian client provides market entry strategy and services in the Asia 
Pacific Region. It is supported by a network of analysts and researchers 
whose role is to contribute a range of expertise (business, financial, 
political, defence, sacio-economic) to enable our client to shape effective 
strategies. 


Demand for these services has been growing in the European Union, in 
particular from those with an interest in China (PRC). Our client now 
wishes to engage, on a contract basis, one or more experts. 





Applicants should: 
+ be educated to degree level 
+ have at least five years’ first hand experience of working 


with Chinese government departments and/or state owned 
enterprises 


be fluent in Mandarin 
be self motivated and possess highly developed analytical skills 
be based in the UK or able to visit there 


An attractive remuneration package, together with flexible conditions, will 
be offered to the successful applicant(s). 


Applications should be received, at the latest, by 16th March 2001, 
Interviews will take place in London within a week or so of that date. 


Detailed CV's should be sent to: 


Madar 
The Courtyard, Smith Street, London SW3 4EE, United Kingdom 
Fax: +44 (0)20 7730 9227 E-mail: jmd@dengem.demon,co.uk 


NATO. The Board is currently recruiting to fill three Auditor post 


Location: NATO Headquarters, Brussels, with frequent travel throughout l 
NATO countries; 
* Contract: 3 years definite duration with possibility of one renewal. 


Applicants must be a national of a NATO country with: 

* A university degree or similar qualifications; 

e Broad experience in financial, performance and compliance auditing; 
e Experience of modern audit techniques and audit tools; 

* Knowledge of INTOSAI and IFAC auditing standards; 

* Familiarity with International Accounting Standards; 

* Languages: English and French. 


Letters of application, with detailed CV, should be sent, by post or by 
e-mail (indicating a address}, quoting reference Aud. EC.2001, to: 
Recruitment Service, NATO Headquarters, 

1110 Brussels, Belgium, or Recruitment.A @hq.nato.int 


Closing date for applications: 17 April 2001. 


More information about these vacancies and detailed job descriptions 
can be found on the NATO Web site: www.nate.int 


those candidates who meet the specific requirements and wh, 
pplications pass the initial screening will receive a reply 
Telephone/e-mail enquiries will not be answered, 


gt any applications sent via e-mail 
i 97 (with o 


















report directly to the Director of Programmes. 


Operations Director, Programmes 
C £45,000 « SW London 


This is a new and demanding role. You will be leading the 
process of embedding the Programme Strategy throughout 
the country and regional programmes and overseeing the 
development of the global portfolio of work, in particular paying 
attention to quality and approaches to work and achieving 
advocacy targets. 

With management responsibility for the six regional directors 
worldwide, you will ensure that there is effective co-ordination 
of the international programme work and greater 
representation of the field programmes to the organisation as 
a whole. 

You will be a strong leader, with the credibility to inspire 
others, and have: substantial direct strategic and senior 
programme management experience at an international level, 
combined with strong senior management leadership and 
teamworking skills. Your extensive and varied international 
programme development experience will match your excellent 
influencing and negotiating skills. 

Please quote ref: PRO. 


For further details and an application form for both posts, please send a postcard to: Janet Wright, HR Team 4, 17 Grove Lane, 
London SES BRD. Alternatively, e-mail j.wright@scfuk.org.uk quoting the appropriate reference number. 


Closing date for receipt of completed applications: Wednesday 14th March 2001. 
Recruitment and selection procedures and checks reflect our commitment to protection of children from abuse. 


Visit our website: www.savethechildren,org.uk/vacancies 
Save the Children aims to be an equal opportunities employer. 





Top US global bank is seeking an analyst to write and verbally present concise, 
coherent and prescient analysis on international capital markets, joining an 
existing team. The ideal candidate is obsessed with market data & psychology 
and history and is willing to challenge conventional views. Compensation is 
competitive, some travel required. If interested, please contact Kiersten 









TRAVEL INTERNATIONAL 
i PROPERTY 
M*LONDON'A 
E Quality serviced apartments offering best value gy 2 ae a ee 
for money, Our apartments offer great savings i | 
‘compared te hotels. Fully serviced, private ug 
bathroom, . kitchen, TV, telephone, central I R AN C H i 
heating, elevator. | i a I I 
Centrally located in Kensington area. 
E Tourist Board Approved E i 5,000 acres I 
Sammeaces m t SANDIEGO ı 
gg 820th Kensington, London SW7 4DG, UK I $1 0.5 Million ! 
www.ashburngardens.co.uk a 1 1 
info@ashburngardens.co.uk ; 
Tel: +444 207 370 2663 i AG & Cie I 
Fax: ++44 207 370 6743 i 858 792 1726 i 
BEER EERE RB ee | 
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We are the leading UK child rights organisation working to create a better world for children and a member of the 
international Save The Children Alliance. Our core areas are social protection, education, health, food security and 
nutrition, HIV/AIDS and child labour. In order to enhance our effectiveness in changing policy and practice in over 70 
countries (including the UK) and at international level we are seeking to recruit to two vital positions. Both posts 


















Policy Director, Programmes 
£41,625 © SW London 


Save the Children is leading in policy development and 
advocacy for children's rights both in its core areas and on 
issues such as child poverty and globalisation. 

This is an exciting opportunity to head an. experienced 
team working on a wide range of areas and further strengthen 
its work. This role involves the planning, management and 
development of the Policy Department at Head Office and 
leading the process of policy development and advocacy 
strategies in the different aspects of the programme work. You 
will ensure that there is effective support for the development of 
programmes through research, monitoring and evaluation and 
institutional learning and work across departments to contribute 
to Save the Children's overall communications strategy. 

To succeed in this role, you will need to demonstrate 
substantial experience of international policy development, 
research, evaluation, information and advocacy work, 
combined with direct strategic and senior programme 
management experience at an international level. Strong 
management and teamworking skills and experience are 
crucial, as is a proven ability to work in a collaborative and 
participative way with people at all levels, 

Please quote ref: PR10. 
























Save the Children 





COLUMBIA UNIVERSITY 


PROFESSOR IN THE PRACTICE 
OF INTERNATIONAL ENERGY 
MANAGEMENT AND POLICY 


The School of International and Public Affairs invites applications for a full-time 
Professor in the Practice of international Energy Management and Policy. Candidates will 
be considered from the private sector, the public sector, an international organization, a 
nongovernmental organization, or the academic community. The ideal candidate will have 
had extensive high-level domestic (United States) and international experience with both 
private and public sector energy activities. Knowledge of the petroleum industry, electric 
power generation, and alternatives to fossil fuels will be advantageous as will experience 
with environmental and other regulatory issues and policy issues. All applications should 
include a vita and cover letter. Candidates or nominators should also supply letters of 
interest, writings or publications, as well as a list of referees. We will begin screening 
candidates February 1, 2001. Send atl materials to: Anne Marie Geary, Columbia 
University, School of International and Public Affairs, Mail Code 3323, 420 West 118th 
Street (Room 1318), New York, NY 10027. 


WOMEN AND MINORITIES ARE ESPECIALLY ENCOURAGED TO APPLY, Columbia University is an equal 
opportunity/attirmative action employer. 
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Department for 
International 
Development 









Working as part of our team of Advisors, you'll help country 
teams to effectively integrate environmental issues when 
they're setting priorities and objectives. In turn, you'll directly 
contribute to analysis - informing the support we offer to 
partner countries. 


As such there is almost no limit to the range of you work, 
including fiscal reform, trade and public sector management - 
set against the aim of improving the livelihoods of the poor. 


QUALIFICATIONS AND EXPERIENCE 


We're looking for broad-based skills rather than narrow 
specialists - combined with a background of managing 
consultants, shaping policy, influencing decision makers and 
working in multidisciplinary teams. With a post-graduate (or 
equivalent) qualification in environmental science, policy or 
economics, you'll bring at least six years: environmental 
management, environmental policy development or 
















government department responsible for private sector and ir 


Fulfilling Britain’s commitment to reduce world 





Oxford Analytica 
WWW ONAN. COME 


We are a leading international consultancy, drawing on the scholarship of Oxford and orher 
universities and research institutions worldwide to serve the needs of business and governments 
for geostrategic, political, economic and sovial analysis. We are now seeking Oxford- based: 


EDITORS 

With expertise in: 

Asia Pacific 

Applied Macroeconomics 
Science and Technology 
Latin America 
Management of smail teams 








Apart from the Asia Pacitic and Applied Macroeconomics Posts, the remaining portfolios are 
not at this stage full-time and cach will be, at feast initially, combined with one of the orhers 
or with other duties depending on the candidate's profile. 


The successful candidates will be responsible for commissioning and editing analysis for 
publication in the Oxford Analytica Daily Brief and other products. Managing an 
international network of expert contributors is an integral part of this pro Candidates 
should have a tiem grounding in their subject, probably developed through a postgraduate 
degree and/or relevant work experience, Well developed smalytical skills and the ability to 
write and edit with speed and accuracy ander pressure are essential. 








Salary commensurate with experience. CV and details of current salary to: 
Penny Hagar at: 
Oxford Analytica Ltd, 5 Alfred Street, Oxford, OXI 4EH 
or Email: phagar@oxford-analytica.com 


Closing Date: 9 March 2001 
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Application forms can be obtained, quoting reference AH375/SDEA/TE clearly on your envelope, from Room 
AH375/5D, Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA 
or telephone 01355 843352 (answerphone) or e-mail: group5c2@dfid.gov.uk  http://www.dfid.gov.uk 


BUSINESS & PERSONAL 


OFFSHORE COMPANIES 


* Full corporate administration 

* Trade services (/C, shipping) 

* Banking/Accountig services 

* China business development services 
Contact Stella Ho for immediate services 








ENVIRONMENTAL ADVISORS 
LONDON 


environmental economics. It’s also vital that at least four years 
of this experience was gained in developing countries. 


TERMS OF APPOINTMENT 


Although based in our offices in Victoria Street, you need to be 
willing to travel for up to 90 days a year. The salary will be in 
the range £33,882 to £48,252 commensurate with qualifications 
and experience. The appointment is a permanent and 
pensionable post on HCS terms. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


Closing date: 16 March 2001. 





Department for International governments, international and national Europe. 
Development (DFID) is the UK's non-governmental organisations, the DFID is committed to a policy of equal 


titutions such as the opportunities and encourages 


promoting development and the World Bank, UN agencies a he applications from all parts of the 
reduction of poverty, DFID is committed European Commission. Mos i community. V ould particularly 

to the internationally agreed target of A assistance is concentrated on the poorest welcome applications from, women, 
halving the proportion of people livingin countries ir and sub-Saharan Africa, people trom an ethnic minority 

extreme poverty by 2015. but we also work in middle income background and people with a disability. 
DFID works in partnership with countries, and in Central and Eastern Selection is on merit. 





- to invest on the 


NYSE 


- to manage your 
own portfolio 
over the Internet 


& company brochure 
NACS LTD 
Room 1108, Albion Plaza, 2-6 Granville 
Road, T&T., Kowloon, Hong Kong 
E-mail:nacs@nacs.com, hk 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 


OFFSHORE 


Lownat Armd Foes 
S Foady Made Companies 


USS 2c{)aanareents 





- to do all of this 
through a tax-free 
company? : 

THEN You HAVE COME '* 

TO THE RIGHT PLACE! |; 






COMPANES 









United Kingdom: 


Fax. 
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Department for 
International 
Development 


Our aim in this team is to enable people in developing 
countries to harness enterprise as a way of escaping poverty. 
in particular, we're working to improve the policy 
environment for business, support financial services 
(including micro-finance) - and strengthen business 
development services. 

UK 

You'll work on a variety of private sector development issues, 
with responsibility for central strategic work and certain 
country programmes managed from London. Contributing to 
private sector policy and country strategy formation - you'll 
design, monitor and evaluate projects within bilateral 
programmes, as well as providing advice to these projects. 

In turn, you'll work closely with UK and overseas-based 
institutions, including civil society organisations, consultants 
and academics - as well as liaising with international 
institutions. 

OVERSEAS 

You'll quickly develop a strategic understanding of enterprise 
and private sector development opportunities and constraints. 
Providing guidance and advice on the overall enabling 
environment for business, you will analyse regulation, the legal 
framework and institutional services to enterprise. 

Then you'll design and manage a programme of support and 
develop relationships with other donors (and governments) - 
as well as preparing new project proposals and managing 
them through to completion. 


Application forms can be obtained, quoting reference AH375/3B/EDA/TE clearly on your envelope, from Ross 
Marriott, Room AH375/38, Department for International Development, Abercrombie House, Eaglesham Road, 
East Kilbride G75 8EA or telephone 01355 843428 (answerphone) or e-mail: hrod3b1@dfid.gov.uk 


http://www.dfid.gov.uk 





The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the reduction 
of poverty. DFID is committed to the 
internationally agreed target of halving the 
proportion of people living in extreme 
poverty by 2015, 

DFID works in partnership with 


European Comm 


BUSINESS & PERSONAL 





governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN ag 


assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 
but we also work in middle income 
countries, and in Central and Eastern 


QUALIFICATIONS AND EXPERIENCE 


For both roles you will bring a good first degree in a relevant 
discipline, preferably combined with a Masters in Social 
Sciences, With five years’ practical experience of enterprise 
development work, you will have strong project 
management, influencing and communication skills. Some 
overseas and private sector experience would be useful, but 


is not essential. 
TERMS OF APPOINTMENT 


The salary will be in the range £33,882 to £48,252 per annum 
commensurate with qualifications and experience. The 
appointments are permanent and pensionable posts on 


Home Civil Service terms. 


Permanent employees must be willing be to serve where 
posted around the world or in the UK and will be subject to 
a 10 month probationary period. Permanent employees 
would be expected to be able to give several years service 
before the normal Civil Service retirement age of 60. Subject 
to this, applications are welcome from people of all ages. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in 
the United Kingdom or those granted refugee status as 
defined by the 1951 UN Convention on Refugees. 


Closing date: 19 March 2001. 


Europe. 


cies and the 
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| 
RWH International Inc. specializes in finding | 
employment & business opportunities for | 
individuals with professional & managerial i 
backgrounds. We represent the individual not =j 
the employer. | 








NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 
WRITE OF SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315-317 REGENT ST 
LONDON W1B 2HS. UK 
www.minerva-press.co.uk 










ENTERPRISE DEVELOPMENT ADVISERS | 
LONDON AND OVERSEAS 






r 
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Home. Part/Full time. Free Advisory Service, 









DFID is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community. We would 
particularly welcome applications from, 
women, people from an ethnic minority 
background and people with a disability. 
Selection is on merit. 





CANADA... 


ust one chick away 


Pree online ce $ ys per week 
Abrams & Kro 
Canadian lmmigration Lawyers 


™ START YOUR OWN 


IMPORT/EXPORT AGENCY i 
No Capital or Exp. req. No Risk. Work fromg 


Est. 1946, Clients in 120.countries. 
Send for Free Booklet. 
WADE WORLD TRADE 
Dept 2024 50 Burnhill Road 
Beckenham Kent BRI 3LA UK 
Tel: +44 (0) 20 8650 0180 (24hrs} 
Fax: +44 (0) 20 8663 3212 


http/Awww.wadetrade.com 
— a me mm oe wk ma oo 
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CO 
Professor of Information 
Systems 


The Department of Management is recruiting senior staff to lead 
research and teaching in the area of Information Systems, You will be 
expected to demonstrate research of international standing and 
experience of postgraduate teaching and research supervision. 











The Department was rated Grade 5 in the 1996 Research Assessment 
Exercise and subsequently has enjoyed substantially increased demand 
for its undergraduate MSc and MBA programmes. In 1997 the 
Department moved into completely refurbished accommodation on the 
main campus. This developrnent was part of a package of support by the 
University in recognition of the Department's success and anticipated 
future growth, 




















You will be expected to make a full contribution to the research and 
teaching activities of the Department. Starting dates are open 
to negotiation. 












Informal enquiries should be addressed to the Head of the Management 
Department, Professor Roderick Martin, on tel (023) 8059 7672, 
e-mail rm3@socsei.soton.ac.uk 


Information about the University may be found on our web pages at 
www.soton.ac.uk/ and on the Department's web pages at 
www.soton.ac.uk/~mgtweb/ 











Further particulars may be obtained from the Personnel 
Department, University of Southampton, Highfield, 
Southampton SO17 IBJ. Telephone: +44 (0)23 8059 4046, 
e-mail: sjc3@soton.ac.uk Please quote reference number P445, 
Closing date for this post is 23 March 2001, 


Working for equal opportunities 


University 
of Southampton 







BUSINESS & PERSONAL 


= MAKING PROFITS 
TRADING FOREIGN CURRENCIES ! 


SEND AN E-MAIL FOR DETAILS TO 


forex @pzim.com 


P. ZIHLMANN INVESTMENT MANAGEMENT AG 
LIMMATQUAL 72 
8001 ZURICH/SWITZERLAND 


Phone +41 1 26851 11 Fax +41 1 268 5151 
www.pzim.com 
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Centre for Energy, Petroleum and Mineral Law & Policy 


Research/Teaching Fellow 


(£16,775 ~ £30,967 plus performance incentives) 2 years in the first 
instance (with possibility of extension and upgrading to academic level} || - 


CEPMLP is the internationally leading Institution in Natural Resources 
and Energy Law & Policy with an interdisciplinary orientation (and staff). 
The Centre attracts some 100 international students every year, 30 of which 
are PhD's. The Centre provides extensive professional training and 
consultancy activities for international agencies, governments and 
multinational companies. 








A post is now available for an internationally-orientated lawyer, who 
holds a PhD or is close to. completing their PhD, in the broad field of 
international economic, natural resources and energy law to develop 
further our existing and currently rapidly growing LL.M. and MBA in 
International Business Transactions, 

















Candidates should possess a high quality research record with excellent 
interpersonal skills. Professional experience in teaching and consultancy is 
also desirable. 








Please visit the Centre's website (http:// www.cepmlp.org) for further 
information and any further enquiries should be directed to Prof. T Walde 
(thomaswaldetes.com). 


Applications by CV & covering letter Q copies of each), complete with 
the names, addresses, telephone/fax numbers of 2 referees should be 
sent to Personnel Services, University of Dundee, Dundee, DDI 4HN. 
Further Particulars are available for this post, 

tel: (01382) 344015. Please quote Reference: LA/29/1 


Closing date: 16 March 2001. 

























The University of Dundee is committed to equal 
opportunities and welcomes applications from all sections of 
the community. 










Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve 
savings in tax. We provide a full range of onshore 


and offshore services designed to save tax for VISIT OUR WEBSITE: 
SovereignGroup.com 


SOVEREIGN 


you and/or your company. Gallus and we will 
be pleased to show you how our services 
can save you money and maximise the 
value of your assets. 





JORGE CHAVEZ INTERNATIONAL ATRPORT 
LIMA - PERU 
INTERNATIONAL PUBLIC TENDER 














The Supervisory Agency on Investment in Public Transport Infrastructure. v8 public 
rulntion and supervision of the exploitation 





entity in ch g f the. AUS of 
transport of publie use. invites international enterprises concemed to teader for 
SUPERVISING THE IMPROVEMENTS AT JORGE CHAVEZ 
INTERNATIONAL AIRPORT 





























Bharat Yantra Nigam Limited 
(A Government of India Enterprise) 
15/1, Thornhill Road, Allahabad 211001, india 
Tel: 91-532-624584, 624484 Fax: 91-532-622901 
Email: skkbyni @nde.vsni.netin 
invitation for Expression of 
Interest for Joint Venture Participation in 
Tungabhadra Steel Products Limited 
‘Bharat Yantra Nigam Limited (BYNL) intends to induct a 
Strategic Partner to hold up to 74% of the equity along 
with management control in its subsidiary, Tungabhadra 
Steel Products Ltd (TSPL). TSPL manufactures hydro- 
mechanical equipment such as hydraulic gates, hoists, 
cranes and penstock pipes catering mainly to irrigation 
and hydel power sectors. For further information, 














REFERENCIAL VALUE 
Supervision of Improvements Group A: 
Supervision of Improvements Group B: 
Legal Taxes included 

INVITATION TO TENDER 

The bidding documents will be available from 274 February 2001 at OSITRAN’s reception 

located at: 



















Avenida Bolivia N? P4, Piso 19, Torre de Lima, 
Centro Cívico y Comercial de Lima -~ Pert 












The bidding documents wili be collected from Monday to Friday at OSTPRAN’s reception upon 
presentation of the deposit slip bearing USD $ 300 (VAT included} in the Current Account in 
Dollars N” 000-2489545 at Banco Wiese Sudameris, Lima - Peru, addressed to OSITRAN, 
Mornings: From 09:00 hrs to 12:30 hrs focal time 
Afternoons: from 14:30 hrs to 17:00 hrs local Gime 
CONSULTATIONS AND RESPONSES 

Queries will be submitted at OSTTR/ reception until i!) March 2001 which will be 
responded and delivered on 20! March 2001. 


RECEPTION OF PROPOSALS 






































please visit website www. tun teel. 7 Expression OSFPRAN will receive proposals at the address above on | ph April 2001 at 10:00 hrs local time 
of Interest should reach before 17:30 hours on with a 30 minute tolerance. 
March 30, 2001. The opening of the second envelope and the nomination of the a ed companies wilt take 





place at the address above on 208 Aprii 2001 at £000 hes fe nme, with a 30 minute 


tolerance, 






This announcement is neither a prospectus nor an 
offer/invitation for sale of equity shares or any 
securities to any institution/public. 






Lima, Fel 
The Committee 

Phone: (S113 330-7575 - Extension 221 Fax: (S11) 433 = todd 

infoweositran.gob.pe www OS LETS gob pe 






bruary 2001 






Company Secretary 



















D) F l D) internatlonat RWANDA REVENUE AUTHORITY PHASE IV | 


Development 


The Rwanda Revenue Authority holds a central position in the and Customs. The support includes a significant line middle 


economic rebuilding process in Rwanda. It is a semi- management component complemented by advisory inputs at 
autonomous organisation with 500+ employees. a senior level in the Authority. 

This is the fourth phase of an ongoing DFID project which Interested parties will be expected to provide 7 long term 
started in 1996. This latest phase will build on work already technical experts in the areas of management and 


done to strengthen Human Resource Management, develop IT Organisational reforms as well as hands on customs and tax 
capacity, improve performance in customs and excise, develop Operations and administration. There will also be some short- 
a VAT department, improve performance in Customs and term technically focused training inputs. 











Excise, develop a VAT department and also improve QUALIFICATIONS 

performance in tax collection and administration, Project Management experience in complex financial/tax 

The project based in Kigali (Rwanda) will provide expert environment in developing countries (ideally Sub-Saharan 

technical inputs over a two year period. The fourth phase will Africa). All technical experts will need to have recognised 

shift the project emphasis from development through professional qualifications and should ideally have developing 
organisation wide capacity building to a targeted capacity country experience. 

building approach on the main revenue departments of Tax Formal funding approval for this project has yet to be given. | 


Please send expressions of interest, of no more than 4 sides A4 with CVs enclosed, to Peter Gallagher, 
Department for International Development, Procurement Department, AH409/3, Abercrombie House, 
Eaglesham Road, East Kilbride G75 8EA by Thursday 8 March 2001. 





The Department for International DFID works in partnership with but we also work in middie income 
Development (DFID) is the UK’s governments, international and national countries, and in Central and Eastern 
government department responsible for non-governmental organisations, the Europe. 

promoting development and the reduction private sector and institutions such as the DFID is committed to a policy of equal 

of poverty. DFID is committed to the World Bank, UN agencies and the opportunities and encourages applications 
internationally agreed target of halving the European Commission, Most of our from all parts of the community, Selecti on 
proportion of people living in extreme assistance is concentrated on the poorest is on merit. í 
poverty by 2015. countries in Asia and sub-Saharan Africa, j f 
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BUSINESS & PERSONAL 


© OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed ee firm. 





SST, 1009 : For immediate, friendly advice, please contact: 


y sagen eau rie RE È i 1S so ý < Janson Lotery B.Sc (Hons) DUBLIN: Peter Murphy B Comm (Hons) 
UST MANAGEMENT ‘ , 4 (8) 20 7352 2274 Tel +353 (0) 1 662 1388 
ee www.scfgroup.com/ec 27-29 Loa oog, Fac +44 (0) 207795 0016 Fa +353 (0) 1 662 155 


Dublin 2, ireland E-mail: Jansen@scigroup.com E-mail: pmurphy@scfintioLie 





OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE COMPANIES 


Ship & Yacht Registrations, Bank A/c’s, US Public Shells for Sale for Reverse A 
Fully-Comprehensive Packages - ALL OFFSHORE JURISDICTIONS 
Innavative and cost-effective solutions to PROTECT your ASSETS anc 
Prices Available Worldwide - Special O 


http:/Awww.global-money.com, http://www. flagsofconvenience.com 
gmc @global-money.com Faxes: +1-416-3525168, +3120-5241407 
GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 


Established in 1985 


Scares eek ae U.S. Bank Account 
M f ki Yy wi pr i fó P Fi Hi 
I IMIGRA IFI AnA ADA Thinking to start Opening Service 


CALL ANYTIME Tel: 1.800.423.2993 
E C 2 (toll free) or +302.996.5819 
Ls ommer ce : Fax: 1,800.423.0423 (USA/Canada only) 
or Fax: 302.996.5818 
E-mail: inc info@delbusinc,.com 


www.a ip h a vi t com internet: http://www.delbusine.com 


Delaware Business Incorporators, Inc. 

















Lettersize, A4, and Legatlsize. $650 to $695. 
Includes Glaser Insiders™ divider and detachable, adjustable 














ó : : j 
s : : $ ; " 7 . shoulder strap, Milled black, textured walnut, milled walnut, 
or natural leather, 
O N ALL MAJOR 
CREDIT CARDS 7 E PERNS 
7 „ ACCEPTED Please call for our free catalog. Toll free 800.234.1075. 





GLASER DESIGNS ¢¥ 






TraveL Goops MAKERS 
econo Gacra co 26 Offices Worldwide 
P P 32 OTIS ST, SAN PRANCISCO, CA 94103 PHONE 415.552.3188 
a x a FAX 419.431.3999 ECON@GLASERDESIGNS.COM 
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ECONOMIC INDICATORS 


| OUT PUT, DEMAND AND JOBS Spain’sGpp grew by 3.7%in the year to the fourth quarter of 
2000; output in 2000 was 4.1% higher than in 1999. Industrial production in America rose by 2.4% 
in the year to January, but jumped by 8% in the euro area in the year to December. Dutch unem- 
ployment remained stable at 2.6% in January. The jobless rate in Sweden moved up to 4.4%. 











% change at annual rate The Economist poll Industrial Retail sales Unemployment 
SDP GDP forecasts „production {volume) rate 
3 mths? 1year 2000 2001 3 mths? 4 year 1 year latest year ago 





13 


10.7 Jan* 























2.0 Jan’ 
4.2 Jan 








*Not seasonally adjusted, Average of latest 3 months compared with average Be, previous 3 months, at at annual rate. Oct-Dec; claimant count rate 3,5% 
in January, #Novdan 





AND WAGES Energy- price increases in January helped fuel the biggest monthly gain 
in American consumer prices for a year, raising the annual rate of inflation to 3.7%. American 
producer-price inflation also increased in the 12 months to January to 4.8%, the highest for ten 
years. German workers received a pay rise of 2.3% in the year to December. 








% change at annual rate The Economist poll 



































































| slightly over the next two years, but Greece 



















































Consumer prices* consumer prices forecast Producer prices* == Wages/earnings 
a 3mthst 1year 3 mths? 1 year 3mthst 1year 
Australia +12 + 5.8 Qa 4102 +8404 -33 +5004 
Austria +21 +32 Jan + 19 + 2.2 Dec 
Belgium +90 +71 De +37 + 16 04 
Britain +02 + 1.9 Jan +70 +44 De 
Canada 449 +35 De +07 + 34 Nov 
+30 4 39 De +70 +38 03 
Se De A6 +53a 
Germany +1, + 2.4 Jan +08 + 3.8 Jan na + 2.3 Dect 
Italy +31 + 3.0 Jan ERST o 46I +62 De + 09 + 1.7 Dect 
Jan na + 1.8 bec 
Dec + 14+ 3.0 Dec 
Spain EO BP ant BA 29 4B + 5.0 Jun +32 + 24 Q3 
+ 0.1 + 2.1 Novt 
na + 0.2 1999 
ey ae ta “+48 +48 Jan +48 + 39 Jan 
Euro area + +57 +54 De + 1.20 + 1.8 Q3 





*Not seasonally adjusted. average of latest 3 months compared with average of previous 3 months, at annual rate. 








COMMODITY PRICE INDEX 
Workers at Faleonbridge’s nickel 
smelter in Sudbury, Ontario, have agreed a 
new three-year contract. This ends a seven- 
month strike, during which the plant oper- 
ated at only 60% of its annual capacity of 
37,000 tonnes. The price of nickel sank toits | 
lowest for 18 months and 40% below the 
peak a year ago. Analysts expect it to fall 
further. Demand for stainless steel, the 
main use for nickel, is always strong in the 
second quarter, which will offset the re- 
sumption of normal output at Sudbury. But 
thereafter demand is likely to wane. Indus- 
try consultants Brook Hunt forecast that 
demand will grow by 3% this year, while re- 
fined nickel output increases by 10%. After a 
40,000 tonne deficit in 2000, the market 
could move into a 25,000 tonne surplus. 
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19952100 % change on 
Feb Feb Feb one one 

, __ 6th 13th 20th* month year 
Dollar index 
All items 71.9 71.2 713 ~ 30 ~ 43 
Food 70.5 700 708 = 22 =- 04 
industrials — 

All 73.7 72.9 72.1 = 40 ~- 9.2 
“Nat 66.7 650 645 - 31 -124 
= Metals 79.7 79.5 78.5 =- 46 - 68 
Sterling index 
All items 77.6 77.4 779 =~ 12 + 69 
food 761 760 773 - 04 +114 
Industrials 79.6 79.2 787 = 22 + 15 
Euro index 
Allitems 101.5 101.7 + 02 + 60 
Food 39.5. 99.9 102.4 + 1.0 +104 
Industrials 104.1 104.1 ~ 08 + 06 
Yen index 7 
All items 87.9 890 877 - 43 = 01 
Food 86.2 874 870 ~ 35 + 40 

| Industrials 90.2 91,1 886 ~ 52 ~ 52 
Gold 
$peroz 26325 261.05 25725 =- 34 -151 
Crude oil North Sea Brent == SOS 
$ per barrel 28.58 2809 2678 + 11 - 24 
West Texas Intermediate aie 
Sper barrel 30.26 30.12 28.44 - 36 -~ 44 








* Provisional t Nonood agriculturals 














i@ GREECE Rigidities in the labour market 








GDP 
% increase on a year earljer serere 


will have to be tackled if Greece is to push 
its unemployment rate below 10% of the la- 
bour force, according to a survey by the 
oecD. Unemployment is expected to fall 


will not converge on theoecp average of 6% 
until wages become more flexible and em- 
ployers are given a freer hand. The country 


Balance of payments 
$on 











has been more successful in controlling in- 
flation, which is forecast to rise by less than 
3% a year in 2001 and 2002, a marked im- 
provement on the 20% of a decade ago. De- 
spite its malfunctioning labour market, the 
Greek economy is forecast to grow by more 
than 4% in 2001 and 2002, well above the 
OECD average. However, its trade deficit 


[consumer prices* 
fl % increase on a year earlier 
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will swell, putting it fifth in the orcp, be- 











hind | America, Britain, Spain and pei 
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MONEY AND INTEREST RATES The yield on 30-year American Treasury bonds rose afer 
new figures showed an unexpected rise in inflation. In the year to January broad money-supply 


growth quickened to 9.5% in the United States and to 9.4% in Britain. 
- Money, supply* interest rates % p.a. (Feb 21st 2001) 





m COMPANY TAXES Canada has the high- 
est rate of corporate tax in the OECD, ac- | 
cording to a new survey by KPMG, an ac- | 
counting firm. Its 42.1% tax rate narrowly | 
tops Japan’s 42%. Last year’s table-topper 
was Germany, where the highest corporate 
tax rate used to be 51.6%. However, far- 
reaching tax reforms have now slashed this 
rate to 39.4%. Despite international efforts 
to curb tax competition between countries 
trying to attract internationally mobile | 
firms, corporate tax rates are falling 
throughout the rich world: the average rate 
has dropped from 37.5% in 1996 to 33% now. 
lreland’s rate is just 20% (the lowest in the 
OECD apart from Hungary’s, at 18%). But low 
tax rates do not necessarily mean a low tax 
burden. That depends on allowances and 
on the definition of the tax base to which 
the rate is applied. 
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STOCKMARKETS ; Higher inflation and more profit warnings knocked 2.5% off the Dow over 
the week; the Nasdaq plunged by 8.9% to a 23-month low, 55% below its peak. Tokyo fell to a 28- 
month low. London’s Frse 100 fell below 6,000 for the first time since April. 


Market indices cece MANGE OM 
2000-01 one “one record Dec 31st 1999 


Feb 21st high low week year high  inlocal n$ 
et currency 





4236.1 1,0294 





69302 59724 3 , -438 -138 





751 T 9o e +261 +144 
France (SBF 250) i 3,536.1 a 390. 7 3,51 28 
Germany (Xetra DAX) 6348.0 8,065.0 6,200.7 
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1,146.2 
262. ER 399,85 









































Stanley Capital imernational index includes individual markets listed above plus 


gi “aight others, in dollar terns, 
$Satomon Smith Barney World Government Bond index, total return, in dollar terms. SRebased 











lion in 2000, Canada’s trade surplus reached a record $36.6 billion last year. In contrast, the surplus in the euro area shrank to $11.2 billion, a fifth 
of its value in 1999. In trade-weighted terms, the dollar rose 0.5%. 
Trade balance*, $bn Current account Exchange rate Currency units Budget 


“latest latest 12 a The Economist poll “wade-weighted? per per per per balance 


month months tatest 12 mths % of GDP, forecast Feb 21st year ago 








$ 
Teban, M yago, 


1,936 1,822 


TRADE, EXCHANGE RATES AND BUDGETS America’s trade deficit widened slightly in December, taking it to a Jätecbrd of nearly $450 bil- 
| 
l 
| 
i 
| 
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B SUBSTANCE ABUSE Europe’s teenagers 
are drinking and smoking more than they 
did in 1995, according to a new survey by 
the European School Survey Project on Al- 
cohol and other Drugs. The project polled 
nearly 100,000 15- and 16-year-olds in 30 
European countries. In 22 of them, more 
than one third of the adolescents surveyed 
had smoked cigarettes in the past month. As 
many as two-thirds had been puffing away 
in Greenland. While teenagers in Ireland 
and Britain smoke less, they drink much 
more, with over a quarter of them claiming 
to have been drunk at least three times over 
the past month. Some fear that this has seri- 
ous health implications. According toa new 
study by Jürgen Rehm, at the Addiction Re- 
search Institute in Zurich, alcohol is impli- 
cated in a quarter of all deaths of European 
men aged 15-29, and in just over 9% of 
deaths of women. In total, more than 57,000 
young Europeans died in 1999 because of 
road accidents, poisonings, suicides and 
homicides attributed to alcohol. 



































ECONOMY Although Mexico’s Gbr growth slowed to 5.1% in the year to the fourth quarter, 
from 7.1% in the third quarter, its growth in 2000 as a whole was the highest for nearly 20 years. 
Taiwan’s Gor growth fell to 4.1% in the year to the fourth quarter. In the Philippines the current- 
account surplus narrowed to $8.2 billion in the 12 months to October. 































































































____% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 

China + 7A + 2.3 Jan ALS ants +24.0 Jan +15.7 1999 116.4 Now 156.8 
HongKong +1043 0 ~ 01o ~ 18 De ~10.9 Dec + 9.2 3 111.5 Jan 94.3 
india + 59 at + 40 dec + 3.5 Dec ~ 8.3 Dec - 5.6 93 38.1 Jan 32.6 
indonesia. + 5.20 +384 qt + 8.3 Jan +28.3 Dec + 6.1 Q 22.6 be 26.5 
Malaysia _ + 77 15.4 Dec + 1.5 Jan +16.0 dec +11.3 02 29.5 Dec 30.6 
Philippines + 48 %3 +36.6 nw + 69 an +67 de + 82 oa 125 oa 128 
Singapore +10.5 oa +20.0 bee + 21 pe + 330s +216 03—775 nw 743 
South Korea + 9203 + 4.7 De + 42l — +129 +11.7 Nov 95.4 an 76.7 
Taiwan A 4I o 2.1 be + 24an + 8.1 Jan +96% 106.7 De 106.2 
Thailand + 2.6 03 +15 Dee + 1.3 Jan + 5.6 Dec + 9.2 Dec 32.0 Dec 34.1 
Argentina nil g3 3.4 dec = 1.5 n + 1.1 Dec -10.5 03 25.2 Dee 26.3 
G -1.1 jan -26.0 Jan 32.5 Nov 42.2 
+ iA an - 07o 142 no 14.1 
+ 2.3 Dee + 0.1 O Bl oe 76 
= 80 bx =16.4 93 355 oe 318 
+ 0.3 Dec ~ 1,6 3 8.5 Nov 89 
+144 $11.8 03 13.1 Dec 12.3 
~10.8 a3 - 0.9 a3 12.9 oa 15.4 

“+ 6.0 tov = Olin - 69 wn —- 0.7 a3 23.2 an TAR 
, Tn + 32 pe -0.70 6.1 Nov 6.3 

Turkey +7403. -42de + 359 lan -27.4 Now ~103 Now 188 Nw 227 

Czech Republic + 2.2 93 + 14 Dee + 4.2 jan = 33 Oe 9 8B. laa o 128 
+ Jan + 24 Dec ~_ 1.7 De 11,2 Dec 11.0 
Jan -11.0 Dec ~ 9.9 dee 25,3 Dec 24,5 
Jan +59.8 Nov +438 Q3 24.3 Dec 85 





FINANCIAL MARKETS Istanbul plunged by 28% over the week; it fell by 18% on February 21st 
alone, following political and financial turmoil. After Turkish overnight interest rates soared to 
more than 4,000%, the government devalued the lira. The fall of the Nasdaq hit technology 
stocks in Asia: Hong Kong fell by 3.2% over the week. 





































































































__Currency units interest rates Stockmarkets ___.% change on 
i per $ i peré short-term Feb 21st Dec 31st 1999 
Feb 21st yearago Feb2īst % pa. one inlocal n$ 
week currency terms 
— 828 8.28 12.0 5.40 2,018.6 ~28 + 390 + 39) 
780 778 113 5.19 15,3515 -32 ~- 95 - 98 
466 436 673 8.58 43022 -14 A = 197 
09,621 7,445 13,899 15.04 4399 +39  ~ 350 ~ S24 
Malaysia 380 380 5.49 330 7S -04 =- M4 = 24 
Philippines 482 40.7 696 12.75 1,654.9 -19 = 228 =- 35.4 
Singapore 174 7 O 252 2.00 1,961.2 -02 =- 209 ~ 244 
South Korea 1,239 1136 1,790 562 5945 -15 = 422 ~ 471 
Taiwan 323 30.7 46.6 5,00 5,950.0 411 ~ 296 =~ 315 
Thailand _ 429 38.1 62.0 3.25 310.2 -16  ~ 356 -~ 436 
Argentina 1.00 1.00 1.44 6.39 450.1 230  - 180 ~ 180 
Brazil 202 1793 29 15.22 15,593.9 -89 - 88 ~ 190 
Chile 566 508 818 gi 4,917.4 -06 - 48 - 110_ 
Colombia 2,252 1,946 3,254 13.46 831.3 -1.0 ~ 16.7 ~ 306 
Mexico 97 94 14.0 17.07 6.0077 -55 -157 ~ 177 
Peru 3.53 3.46 5.1 11.38 1,3092 - 07 -287 ~ 290 
Venezuela _ 704 661 1,017 10.55 7.7771 +09 + 435 + 323 
Egypt 3.89 3.42 5.62 9.10 7,093.0 -24 - 456 ~ 52] 
israel 4.12 4.05 595 572 445.2 -26 - 86 - 77 
South Africa 77 631 113 10.45 9,119.0 -08 + 67 ~ 156 
Turkey 687,550 562,240 _ 993,303 55.00 7,180.6 -280  - 528 - 628 
Czech Republic 38.1 35.5 55.0 5.31 451.3 230, = 78 -131 
Hungary 292 256 422 11.24 7,129.6 -66 ~ 192 ~ 296 
Poland 413 4,09 5.97 18.70 15,8736 -42 -122 -120 
Russia 28.7 28.8 41.4 25.00 1624 ~ 91 - 48 ~- 86 








*inflation-adjusted, tin dollar terms. 
Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastrear; £1; Reuters: Warburg Dillon Read; J.P Morgan 
Chase; Hong Kong Monetary Authority, Centre for Monitoring indian Economy; FIEL; EFG~—Hermes; Bank LeursiLe—israal: Standard Bank Group; Garanti 
Bank; Deutsche Bank; Russian Economic Trends. 
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LETTERS The Economist, 25 St James’s Street, London SWIA 1HG FAX’: 020 7839 2968 E-MAIL : letters@economist.com 


Energy gap 


Sir—Your survey on energy (Feb- 
ruary 10th) reaches some dubi- 
ously optimistic conclusions. You 
predict a continuing abundance 
of oil and gas at affordable prices. 
In doing so, you downplay the 
potentially catastrophic risks of 
ever-increasing global depen- 
dence on the Gulf. Such de- 
pendence is unavoidable because 
the area has by far the biggest oil 
and gas reserves and lowest pro- 
duction costs. You also ignore the 
fact that petroleum production 
costs are continuing to increase, 
and will inevitably drive prices 
up, or drive out higher-cost pro- 
ducers (boosting low-cost Gulf 
suppliers). Therefore, abundant 
and affordable supplies of oil and 
gas are by no means a certainty. 
Wokingham, 


Berkshire JOHN BRENNER 


Srr—-You are so intent on promot- 
ing competition and the market 
that you fail to point out that 
competition can only work with a 
distribution grid that is a regu- 
lated monopoly charging com- 
peting producers a fair rate for 
distribution. Worse, the grid man- 
agers would have to be responsi- 
ble for assuring a dependable 
supply, perhaps allowing some 
customers to purchase directly 
from them. And worse still, the 
problem of regulating that mo- 
nopoly’s charges in a world of 
changing supply would baffle ac- 
countants. We are currently see- 
ing the failure of access to com- 
petitors in many places where the 
company that runs the grid is also 


an energy producer. 

And utilities have sold the no- 
tion of “stranded costs” plus the 
right of “securitisation” so that 
they can capitalise an expected 
subsidy and sell the right, making 
it impossible to adjust if it were 
too generous, and often putting 
some of the burden on new sup- 
pliers. Strangely, school systems 
have not made the same argu- 
ment when school choice (vouch- 
ers, charter schools). makes them 
lose students arid the per-head 
payment that went with them. 
JAMES, MORGAN 

University of 

Michigan 


Ann Arbor, 
Michigan 


Sır—Your frequent calls for a car- 
bon tax demand a qualification. 
Any such tax should be ear- 
marked specifically for carbon- 
reducing initiatives. Unhappily, 
the experienced observer of gov- 
ernments will presume the reve- 
nue simply to enter the general 
coffers and sink out of sight, 
never to be seen again. 
Burlington, 
Canada 


FRANK GUE 


SiR—You smugly dismiss the con- 
tribution that Alaska can make to 
the worlds energy balance 
(“Alaska or bust”, February 10th). 
Using the strictest environmental 
controls in the world, the tempo- 
rary disturbance of 2,000 acres of 
Alaska could yield as much as 16 
billion barrels of oil and untold 
amounts of natural gas. Caribou 
would flourish, as they do next 
door in Prudhoe Bay, North 
America’s largest oil field. Life 
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would go on, just as in the North 
Sea~a pristine area prior to the 
discovery and development of 
Alaska-sized oil and gas deposits. 
President George Bush be- 
lieves it prudent for Americans to 
produce more of our own energy 
and lessen our dependence on 
other sources. So do most Ameri- 
cans, We are, after all, well known 
for harbouring deep-seated 
yearnings for independence. 
FRANK MURKOWSKI 
Chairman 
Senate Energy and 
Natural Resources 


Washington, DC Committee 


California, here | come 


Smr--Whatever quality-of-life 
problems may exist in California 
(“California on the couch”, Febru- 
ary 10th), they pale in significance 
compared with those faced by 
the rest of America. As one who 
left Michigan in 1976 for a better 
climate of every sort—~economic, 
social, cultural, political, and yes, 
meteorological—I can attest that 
life in California, like life itself, 
appears unbearable only until 
one considers the alternative. 

San Francisco Ritey VANDYKE 


Stripped robots 


Sin—The picture with your article 
about robots (“Your flexible 
friend”, February 24th) showed 
the wrong “Terminator”. The 
stripped-down look of the r-700 
comes from having emerged from 
a burning petrol tanker, which 
cooked off those unwanted extra 
pounds and Arnold Schwarze- 
negger’s. expressive face. The 
T-1000 that came in the later film 
was returned to its base metal 
form when dumped into a vat of 
molten steel, The r-700 was less 
adaptable than its cousin, but 
more robust in the end. And did | 
mention better paid? 

Geneva MICHAEL COLLIGAN 





A cheer for Bush 


Sır—You misquote the soldiers 
who greeted George Bush at Fort 
Stewart (“New arms for a new 
world”, February 17th). The cheer 
the soldiers used was “hooah” not 
“hoorah”. The use of “hoorah” 
would be considered a major 


gaffe, akin to saluting with the 
wrong hand. Our new com- 
mander-in-chief got it exactly 
right when he responded to the 
troops’ cheer with a crisply de- 
livered “hooah” of his own. 

This contrasts sharply with Bill 
Clinton who, in his first appear- 
ance in front of the troops, de- 
livered an awkwardly limp salute. 
This, coupled with his push to al- 
low gays in the military, contrib- 
uted to the feeling of uneasiness 
Mr Clinton fostered with some 
members of the military during 
his initial days in office. We now 
have a president who begins his 
term by proposing to raise mili- 
tary pay and speaking the lan- 
guage of the military. You have 
criticised Mr Bush for occasion- 
ally twisting the English language. 
In this case, you would do well to 
take a lesson from him. 
Washington, DC MICHAEL MANN 


Bar-room philosophy 


Sin-~-I wholeheartedly agree with 
Patrick Taylor about Budweiser 
(Letters, February 17th). In Nor- 
way it is usually referred to as 
“beer used twice”. I believe this is 
more a reflection upon its taste 
rather than the fizz factor. Per- 
haps it is also related to the old 
adage: “never eat yellow snow”? 
Morganville, 

New Jersey Espen RONNEBERG 
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Patent medicine 


Sir—You are right to highlight the 
debate about the terms on which 
scientific knowledge can be 
owned (“Science and profit”, Feb- 
ruary 17th), but wrong to carica- 
ture Oxfam’s campaign as “im- 
pugning the profit motive” and 
“denouncing western capitalism”. 
Oxfam is not against profits or 
patents. Intellectual~property 
protection is needed for innova- 
tion but this must be balanced 
against the needs of millions of 
poor people for affordable medi- 
cines. This calls for a more flexible 
approach to patent rights in dif- 
ferent parts of the world. 

The world faces a terrible 
health crisis, felt most acutely in 
developing countries. Every day 
30,000 people, most of them poor, 
are dying from treatable diseases. 
Yet wro rules dictate a one-size- 
fits-all, 20-year patent period for 
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Commercial Director 
International Brief 


We have been retained to assist in the recruitment of an internationally experienced executive for a recently established, fully 
funded technology organisation. The industry, driven by regulatory, technological and behavioural changes, is poised for 
unprecedented growth. The Commercial Director will play a principal role in developing, positioning and promoting not only the 
technologies involved but also the way in which the organisation delivers services. Plans call for the rapid roll-out and the early 
deployment of differentiated service offerings, globally, with selected partners. The projected speed and scale of this roll-out and 
the organisation's targeted growth are impressive indeed. Although this organisation is based in Dublin, it is not essential that the 
Commercial Director relocate to Ireland. 


Substantial remuneration 
package + share options 


The role The person 


working with the CEO, CTO and external advisors, formulate è outstanding record of achievement, in a dynamic corporate 
strategies and plans setting, at international business development 


help drive the business towards a position of global ability to think and act strategically whilst maintaining a 
leadership pragmatic commercial perspective 

put in place a business development infrastructure and build notable successes in initiating and concluding major sales in 
capability incorporating international sales and marketing the US and Europe 

expertise experienced at nurturing business relationships, and 

help direct aggressive organisation expansion, through establishing long-term partnerships 


alliances and acquisitions strong influencing style and executive presence; 
è provide business acumen, energy and vision articulate and confident 
Highly accomplished, ambitious executives who have an interest in this appointment may contact, in confidence, Tom Yeaton at 
+353 1 660 0500 or career details may be forwarded to him at Yeaton & Associates, 16 Morehampton Road, Donnybrook, Dublin 4, 
Ireland, or via e-mail: tom@yeatonassoc.com 


YEATON $’ ASSOCIATES 


EXECUTIVE SEARCH & SELECTION 








Planet Ernst & Young S.A. is the largest regional consultancy in South Eastern 
Europe. With our main office in Athens and operating companies and subsidiaries 
throughout the Balkans, Turkey and Cyprus, we are focused on providing 
consultancy services and technical assistance to governments and the public and 
private sectors throughout South Eastern Europe and the Mediterranean. 





We have an immediate need for a long-term 








expert in industrial policy for the Central Asia region. l ADi EN E aul Per eer | 
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Qualified candidates will have at least 
five years international experience 
of service delivery in their relevant 
sectors. Language skills relevant to the 
region will be highly appreciated, as 
are nationals of the region with re- 
levant experience. 








Candidates should send their CV sta- 
ting relevant experience, availability 
for long/short term contracts, and 
indicating the sector codes of interest. 
Please submit, preferably by e-mail, to 
our Brussels office: 

planet@skypro.be 
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drugs in all member states, irre- 
spective of national financial cir- 
cumstances or public-health 
needs. Drug companies are al- 
ready using legal action in South 
Africa and threats of trade sanc- 
tions against Brazil to prevent 
poor countries from using even 
_the limited public-health safe- 
guards these wro rules contain. 
Ensuring greater access to vital 
medicines in poor countries re- 
quires action on many levels. A 
more flexible approach to patent 
protection is a key piece of the jig- 
saw. Contrary to your claim, 
losses to industry will be minimal 
as almost all profits are generated 
in rich northern markets, More- 
over, these losses pale against the 
potential losses from the dam- 
aged reputation that drug compa- 
nies face as a result of their reck- 
less enforcement of patent claims. 
The risk of “grey” re-importing 
needs to be addressed, but by ef- 
fective customs enforcement not 
unnecessary patent extension. 
And drug manufacturers should 
not bear the whole burden of im- 
proving access to drugs in de- 
veloping countries. That is why 
we welcome the industries’ par- 
ticipation in public-private initia- 
tives aimed at improving access. 
But apparently (unlike The Econ- 
omist) we also believe that pat- 
ents unduly restrict market com- 
petition leading to lower prices. 
Davip BRYER 
Director 
Oxfam 





Sir—You propose that taxpayers 
in rich countries, not drug com- 
panies, should pay for the drugs 
that poor countries need to fight 
the amps epidemic. They already 
do. The National Institute of 
Health spends billions of dollars a 
year doing the most risky initial 
research to develop blockbuster 
drugs that companies patent and 
sell for windfall profits. America’s 
drug industry also enjoys one of 
the lowest effective tax rates of 
any industry because of the ex- 
traordinary concessions made in 
order to persuade companies to 
develop drugs that might not be 
profitable—through the orphan 
drug tax credit, for example. 
Drug companies have bitterly 
resisted calls to make arns drugs 
affordable in poor countries. Per- 
haps it is “naive, wrong and in the 
long run counter-productive” to 
condemn drug companies for 
protecting their profits. It is irre- 
sponsible, however, to disregard 
the large contribution American 
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taxpayers make to developing the 
drugs from which those compa- 
nies profit. The cost of supplying 
African countries with ars drugs 
could not cost more than the bil- 
lions Americans pay every year to 
subsidise the drug industry. We 
should start there. 

MICHAEL SURRUSCO 


Public Citizen 
Washington, pc Congress Watch 
Poe TERR Wen SEPT eee Te Bet O LEE REN BET RST omni 
Trade blocked 


Sır-—Your report on the prolifer- 
ation of African trading blocks 
was long overdue but the pro- 
blem is more general and hence 
more alarming than you say 
(“Afrabet soup”, February 10th). 
The outbreak of such bilateral 
and regional preferential-trade 
arrangements has now extended 
beyond the main culprit, the eu, 
to America, which succumbed in 
the 1980s mainly through CUFTA 
and then narta, and, more dis- 
tressingly, to Asia, which had 
been the last stronghold of multi- 
lateralism until recent moves to 
bilaterals by Japan and Singapore. 
Several years ago, when bilat- 
erals were many but not yet an 
epidemic, I called attention to the 
systemic problem that we then 
faced. | called it the “spaghetti 
bowl” problem—a widely used 
phrase now—to capture the cha- 
otic nature of multiplying rules of 
origin and the maze of tariff and 
non-tariff barriers that now ap- 
ply almost everywhere to specific 
commodities, depending on ori- 
gin. Today there are over 400 such 
bilaterals, the number is ever 
growing and the spaghetti bowl is 
overflowing. We have managed, 
in the name of free trade, to re- 
produce the preferential chaos in 
the trading system that protec- 
tionism produced in the 1930s. 
How ironic. 
JAGpIsH BHAGWATI 
Council on 
New York Foreign Relations 
I a a ARAA ASE rs EEA | 


Price of safety 


Sin—You state “estimates say that 
making new buildings earth- 
quake-resistant adds 10-25% to 
the cost” (“Gujarat’s catastrophe”, 
February 3rd). This can only be 
the case where the design is very 
unfavourable. If good standards 
are enforced effectively, designers 
would soon learn to produce fa- 
vourable concepts. Cost-com- 
parison studies have been carried 
out by a number of authors on a 





wide range of structures. 

M. Ipek’s study of 1968 indi- 
cated that for most multi-storey, 
reinforced-concrete structures the 
cost of the load-bearing structural 
components increased by up to 
14% in order to provide earth- 
quake resistance in severe seismic 
locations. A similar study by R.V. 
Whitman and colleagues in 1974 
indicated that the increase in the 
structural cost, related to the over- 
all building cost, was between 2% 
and 8% for multi-storey buildings 
with an additional 1% for non- 
structural items. 

In 1977, the United States De- 
partment of Housing and Urban 
Development funded an analysis 
which determined the extra costs 
of earthquake and hurricane re- 
sistance for a variety of single- 
family dwellings. The incremental 
costs ranged between 0.24% and 
2.2% We cannot afford unsafe 
buildings, especially in poorer 
countries. The most-expensive 
buildings are those that fail. 
Barbados Tony Gipss 


Tax disharmony 


Sir--A farewell to pan-European 
tax harmonisation is hard to spot 
among the raft of European Un- 
ion tax projects in the pipeline; 
and even more difficult to discern 
after the recent censure of Ireland 
over its tax cuts (“Farewell, pan- 
European tax harmony?”, Febru- 
ary 10th). Underlying much of the 
recent EU criticism of Irish tax 
policy is jealous resentment of its 
low corporation-tax rates. Den- 
mark’s prime minister, Poul Ny- 
rop Rasmussen, recently criticised 
the Irish tax rate and demanded a 
minimum harmonised corpora- 
tion tax across the Eu. The Euro- 
pean Commission’s wide-ranging 
study of company taxation, to be 
published in May, will further ac- 
celerate demands for harmonisa- 
tion. This concerted bid to har- 
monise company taxes across the 
Union could hardly be said to 
amount to a retreat. Nor could 
Frits Bolkestein’s recommenda- 
tion of “aggressive” use of the tax 
powers already vested in the £u. 

The commission also proposes 
a range of new transport taxes as 
well as remaining committed to 
the introduction of a harmonised 
vat system, which could mean 
the end of Britain’s zero rates for 
products such as books, newspa- 
pers, children’s clothes and food. 
Most radically of all, Belgium’s 
prime minister, Guy Verhofstadt, 
recently called for a directly lev- 





ied European tax to be slapped 
on ail taxpayers. I see no evidence 
that Brussels is hoisting the white 
flag on tax just yet. 

THERESA VILLIERS MEP 

Conservative European 
Brussels Economics Spokesman 
pce rt ae et eee " 


Antitrust economics 


Sır-—-You do not succeed in de- 
monstrating that trust depends 
on experience and incentives 
alone, a conclusion that might 
have been desirable for many 
economists (Economics focus, 
February 17th). The papers that 
you review do not allow the con- 
clusion that “together, the studies 
argue that trust is shaped by ex- 
perience not native personal 
traits.” In so far as the studies 
were correctly summarised, I 
agree they indicate that experi- 
ence may shape trust. But this is 
not equivalent to indicating that 
traits may not shape trust. In the 
article, what might correspond to 
traits were dealt with in only one 
case: “first movers, who declared 
before the game that they trusted 
strangers, sent $2.21 more across.” 
Thus, if anything, the data in the 
article indicate that traits may 





shape trust. 

Stockholm Per HEDBERG 
ae ainsi mi = ect 
Unfairly bracketed 


Sir—When you (clumsily and in- 
elegantly) use parentheses to refer 
to Charles Schumer as “the (se- 
nior) senator from New York”, 
what are you trying to say (“The 
trouble with John’, January 
2oth)? That Mr Schumer is “one of 
two senators from New York”, 
“the (other) senator from New 
York”, “the senator from New 
York (who isn’t that woman who 
just became a senator who is 
married to a former president)”, 
or simply, “the senator from New 
York (youve probably never 
heard of before)? I am sure he 
would be thrilled by any of these. 
Sofia STEVE Srupe 


Cynically apathetic 


Sir—Bagehot (February 24th) de- 
fends apathy and cynicism. If I 
believed that he would practice 
what he preaches, I would vote 
for him. Assuming, of course, that 


I could be bothered. 
Hove, 
East Sussex PETER MILLER 
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EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancy 
detailed below in the Front Office Division of its Directorate General Operations. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health 
insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. 


OPERATIONS EXPERT 
(Ref.: ECB/089/01/TE) 


Within the Directorate General Operations the Front Office Division of the European Central Bank (ECB) is responsible 

. for carrying out monetary policy and foreign exchange market operations, monitoring the evolution of global financial 
markets and analysing market trends. The position of Operations Expert involves the execution of transactions 
within the operational framework of the Eurosystem. The holder of this position will contribute to the performance 
of the following tasks within the Division: 





* analysing developments and trends in financial markets; 

* analysing issues related to the implementation of foreign exchange and monetary policy within the operational 
framework of the Eurosystem, and to the structure and functioning of financial markets, including products, 
procedures and systems; 

* executing centralised monetary policy and foreign exchange market operations; 

* monitoring and co-ordinating decentralised monetary policy and foreign exchange market operations; 

* performing operational tasks related to ERM II interventions; 

* monitoring the national central banks* and Member States‘ operations with foreign assets and working balances. 


Qualifications and experience 


* Advanced university degree in economics, finance or business administration, or proven ability to perform the tasks 
commensurate with such formal academic qualifications. 

¢ Minimum of two years’ operational knowledge of financial markets and experience of analysing monetary and financial 
issues. Knowledge of central bank policies and operations would be an advantage. 

* Quantitative (e.g. computational finance) and LT. (e.g. programming) skills. 

* Ability to communicate complex issues, orally and in writing, in non-technical terms. 

« Ability to work in a team and under time pressure. 

* Very good command of English with proven drafting ability. Working knowledge of at least one other official 
Community language is required. 








Applications 

Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, 
together with references confirming the required experience and skills. They should be addressed, quoting the 
reference number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt 
am Main and should reach the ECB no later than 20 March 2001. Applications will be treated in the strictest 
confidence and will not be returned. 


This vacancy is also published. on Internet: www.ecb.int. To meet the deadline, applications may be sent beforehand 
by fax to fax number +49 69/1344 - 7979 or by email to: Recruitment@ecb.int. However, this is not a substitute for 
¿> the original, which must still be submitted by post, 
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Fighting Poverty in Asia & the Pacific 


Asian Development Bank's overarching goal is to reduce poverty and improve the quality of life of people in the Asian & Pacific region. 


NGO SPECIALISTS | 


Reporting to the NGO Network Coordinator, each Sectoral NGO Specialist will focus in one sector, such as: (i) energy; (ii) transport; or (ili) social 
sector, In addition to providing support for operationalizing the mandate of the NGO Center, these positions will be primarily responsible for devel- 
oping and implementing training programs for staff on the ADB-wide strategy for NGO cooperation and other NGO related subject matters, as well 
as provide direct operational support to Programs and Projects departments, including Office of Pacific Operations (OPO). 


The functions of the NGO Center are, in consultation with concerned ADB departments/offices, (i) to respond to NGO issues of a global/regional or 
cross-cutting nature, including initiating constructive dialogue with NGOs on development issues; (ii) to act as focal point for ADB interaction and 
communication with NGOs; (ili) to organize effective training programs for staff on the ADB-wide strategy for NGO cooperation and communication, 
including practical coordination modalities and skills/competencies; and (iv) to provide practical operational support to Projects and Programs 
departments, including OPO, such as preparing sector/country studies on NGO experiences, perceptions and agenda, to be utilized in ADB's 
operational work, and providing troubleshooting assistance to operational departments/offices on difficult discussions and negotiations with NGOs. 


The preferred candidate will also possess a strong combination of sector, strategic/thematic, operational, and regional experience, working in one 
or more areas of the diverse NGO sector, as follows: 


Sector Background: Experience in one of the sectors such as energy, transport and social sector, although candidates with other sectoral experi- 
ence are also encouraged to apply. 


Strategic/Thematic Experience: Experience in one or more thematic areas, including poverty reduction, environment, resettlement, participatory 
development, indigenous peoples, labor issues and/or indebtedness and associated economic management for poverty reduction is required. 


Regional Experience: Experience working in or with NGOs in one or more of the geographic regions of current or anticipated ADB operations, 
including Greater Mekong Subregion and other South-east Asia, South Asia, North and East Asia, Central Asia Republics and other smaller DMCs, 
such as the Pacific Island DMCs. 


Service Provider: Experience in or with NGOs providing services in one or more sectors or subsectors, such as health, education, agriculture and 
rural development, and/or soft urban sector services. 


A combination of the following is required, with at least three being clearly evident: 


a comprehensive understanding of the social and cultural environment as well as work experience with field exposure; 

a university degree, preferably post-graduate; 

strong interpersonal and written and oral communication skills as well as proven ability to liaise effectively with senior officials and representatives 
from government, a multilateral NGO cooperation program, civil society and private sector; 

professional experience dealing or working in/with NGOs; 

working knowledge of development activities and in the operation of multilateral development organizations; and 

knowledge of participatory development processes and institutional/capacity building activities. 


Established in 1966 and headquartered in Manila, Philippines, ADB's multicultural staff come from over 45 member countries. ADB offers an 
internationally competitive salary paid in US dollars. Salaries and benefits are generally free of tax except for citizens of some countries, primarily 
the USA and the Philippines, whose incomes are taxed by their respective governments. ADB staff are expected to serve in any location where 
ADB has an office. Applicants should be nationals of one of ADB’s member countries. For further information, please visit www.adb.org and look 
for Employment under Resources. 
SNA RE SEN RETENTION GE OLE SPE RT FEIT MTR RNA I NE NTN DLE OEE RAE ee Ee ee REO 
Send CV and cover letter by fax, mail, or online using MS Word format quoting Ref. No. 01-05 by 17 March 2001 to: 


Tel: (63-2) 632-4444 HUMAN RESOURCES DIVISION 
Fax: (63-2) 636-2550 ASIAN DEVELOPMENT BANK 
E-mail: jobs@adb.org P.O. BOX 789, 0980 MANILA, PHILIPPINES 


Women are actively encouraged to apply. 1 Only shortlisted candidates will be notified. 
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TheOpen 
University 


VICE-CHANCELLOR 


The Open University is to appoint a Vice-Chancellor to succeed Sir John Daniel who is 
leaving to take up a post at UNESCO on 30th June. 2001. This is an exceptional 
opportunity to lead the UK's largest and most innovative University - a world leader in 
distance education. 


Milton Keynes based Salary and conditions are to be negotiated 


The Open University serves over 200,000 
students through a uniquely successful 
system of supported open learning that 
combines high quality study materials with 
personal student support. It has a 
distinguished research record and also 
operates a substantial validation service, It 
has an operating budget of over 
£270 million; a staff of nearly 11,000 
(including 7,500 regionally based associate 
lecturers); an 80-acre campus, 13 regional 
centres and substantial overseas operations. 


The successful candidate needs to have an 
understanding of Higher Education and a 
commitment to the vision of the Open 
University and its values, the ability to lead 
and inspire the institution and should 
possess management experience of a large 
and complex organisation. The Vice- 
Chancellor is expected to ensure the 
effective leadership and administration of 
the University, including the development 
of its research and teaching and the 
efficient deployment of resource. 


Requests for further information, and subsequently applications, in the form of a 
comprehensive CV and covering letter including current remuneration details, 
should be made to: Claire Lane, Heidrick & Struggles International Inc., 
Consultants in 100 Piccadilly, WIV 9FN. 
Fax: 0207 491 5991 Email: la@h-s.com. Closing date for applications is: Friday 30th 
March 2001. 


Executive Search, London 


Equal Opportunity is University Policy. We actively promote equal opportunities 
in education and employment and welcome applications from all sections of 
the community. 





HEIDRICK & STRUGGLES 


THAN 70 


MORE OFFICES WORLDWIDE 








UO ECONOMINT MARCH FRE 2007000000” 














































EXECUTIVE FOCUS. 


Information & Communication Technology Experts — 
Woridwide 


Deloitte Touche Tohmatsu is one of the world's leading professional services: firma, 1 
delivering world-class assurance and advisory, tax, and consulting services. More than 
92,000 people in over 130 countries serve nearly one-fifih of the world's largest 
companies as well as large national enterprises, public institutions, governments, and 
successful fast-growing companies 


Deloitte Emerging Markets, the specialized development consulting arm of Deloitte 
Touche Tohmatsu, seeks experienced professionals for long- and short-term 
opportunities on lechnical assistance projects to develop national Information and 
Communication Technology (CT) strategies in emerging economies. These projects will 
address the technical, institutional, legal and regulatory, human resource, and 
infrastructure obstacles to greater adoption and diffusion of ICT. In particular, we are 
seeking seasoned professionals in the following areas: 


« Legal and Regulatory Experts in telecommunications, e-commerce, information 
technology, and trade and investment in ICT products and services. 

e Policy Experts in trade and investment and development of ICT industries. 

+ eCommerce and e-Government Specialists in public sector modernization, 
electronic procurement, and electronic financlal/payment services. 

e Small Medium Enterprise (SME) Development Specialists in the creation of 
start-up ICT firms through incubators and similar mechanisms. 

« Applied Development Technology Specialists experienced with telecenters and 
similar mechanisms focused on rural adoption and diffusion of ICT. 


Qualified Candidates Will Possess: Related graduate degree (JD, MBA, MA, or PhD); 
10+ years of work experience in a related technical area, including 3+ years within ICT; 
Previous international work experience, preferably in a developing country, Significant 
consulting experience, preferably on donor-funded projects; Proficiency with a foreign 
language; and Experience working with WTO, WIPO, UNCITRAL and related issues. 


To Apply: Please email your CV (as a Word or text attachment) fo 
emergmarkets@delaitte.com referencing the email subject as “E-ICT™. 
EOE MiF/DNV www.deloitte.com/emergingmarkets 





Canada is investing in world-class researchers. 






2,000 Canada Research Chairs in Canadian universities by 2005. 






social sciences and humanities. 





Research Chairs are open to Canadians as well as non-Canadians. 






For program information and links to Canadian universities, 
visit the Canada Research Chairs Web site at www.chairs.gc.ca. 
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CANADA RESEARCH CHAIRS 
CHAIRES DE RECHERCHE DU CANADA 





An opportunity for... 


If you are a top researcher in your field, here is an opportunity to 
advance your career among world-class colleagues and gain access to top 
graduate students and state-of-the-art research facilities. The Government 
of Canada is investing $900 million to support the establishment of 


Our plan is to maintain and augment the critical mass of researchers at 
Canadian universities in the natural sciences, engineering, health sciences, 


Tier | Chairs have a seven-year renewable term and will be offered to 
researchers acknowledged to be leaders in their fields. Tier Il Chairs are 
five-year Chairs, renewable once, which will be offered to researchers who 
are acknowledged to have the potential to lead in their field. Canada 


INTERNATIONAL FUND FOR 


AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 
Fax: +39 06 5043463, E-Mail: Lmclachlan@ifad.org 


seeks 


LOAN OFFICER P4/P-5 


Duties and Responsibilities: Under the direct supervision of the Assistant 
Controller, Loans and Grants and the general supervision of the Controller, the 
incumbent performs the following duties: 

+ Directs. processing of and reviews Borrowers applications for withdrawal of 
funds from loan and grant accounts in portfolio of assigned countries. 

“Reviews withdrawal requests on grants under supervision; reviews and analyses 
problem issues and audit reports. 

* Coordinates timely flow of requested loan disbursement data and participates in 
loan negotiations to articulate the Fund’s lending policies and operational 
procedures. 

* Prepares financial sections of project appraisal and participates in formulating 
appropriate audit reports, participates in periodic review of the Fund’s policies 
and operational procedures; monitors the Loan and Grant System. 

* Coaches and guides staff under supervision. 

Qualifications and Experience: Advanced university degree (Masters degree) 
in economics, finance or business administration. Minimum 7-10 years 
experience in International Financing Institutions in the field of loan 
administration at senior level. Strong communication and negotiation skills. 
Ability to work in a team and to take decisions quickly. Excellent working 
knowledge of English and French and/or Spanish. Excellent computer skills in 
Microsoft software packages. 

IFAD reserves the right to appoint a candidate at a level below that advertised. 


Net Salary Range from USD 55 180 to USD 85 985 per annum plus post 
adjustment and United Nations benefits package. 

Please send application to Personnel Division no later than 03 April 2001. 
For more details please visit our web site at www.ifad.org 


Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged, 


fresh new challenges 


Canada 
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Tel: +32 2507 6905 Fax: +32 2 513 22 92 










European Consultants Organisation - ECO, is 
a consulting company working mainly for 
projects financed by the European 
Commission and the World Bank in all 
developing countries (Central and Eastern 
Europe, Latin America, Asia, Africa). 

We are in the process of improving 
our CV database. 













In this respect we are looking for experienced 
consultants in all economic sectors such as: 
Public Administration, Private Sector 
restructuring, Agriculture, Environment, 
Infrastructure, Human Resources, etc. 


For more information, please visit our website at 
www.eco3.be (section: Job Opportunities) or 
send an e-mail to job@eco3.be 





DIRECTOR 
DIVISION for ARAB STATES and EUROPE 


The leading United Nations Agency in the field of population and development 
| ‘is seeking qualified applicants for the position of Director, Division for. 
be based in New York. The incumbent is responsible for 
< overall planning, direction and coordination of operational activities in Arab and 
Europe regions, through country and regional programmes, special initiatives 
and projects. The incumbent is also a member of the UNFPA senior 
management team. 


UNFPA: seeks an incumbent with a postgraduate degree in Public 
Health/Medicine, Sociology, or Demography; training. in. policy and 
management of population programmes and a minimum of 1S years’ 
experience in the field of population and development assistance. Familiarity 
with international technical cooperation in population programmes and with 
the relevant policies of national governments. in the Arab and/or Europe 
region is also required. The candidate must have demonstrated capability to 
deal with both policy and operational issues. Essential personal qualities 
‘include: maturity, self-confidence, outstanding communication skills, initiative, 
strong conceptual abilities, sound judgement and dedication to United 
Nations principles. 


Excellent command of English and Arabic essential; working knowledge of French 
desrable; knowledge of additional UN language an asset. 


UNFPA offers an attractive compensation package commensurate with 
experience. Please send application marked VA/FPA/005/01 to: Chief, Personnel 
Branch, UNFPA, 220 East 42nd Street, New York, N.Y. 10017; Fax: (212) 297-4908 
or to apply@unfpa.org. Application deadline: 31.March 2001 We will only be 
able to respond to those applicants in whom UNFPA has a further 
interest. Women and nationals from developing countries are encouraged to apply. 


@ UNFPA 


United Nations 
Population Fund 
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Consultants Search 
Customs Specialists 











PricewaterhouseCoopers, one of the world’s leading 
professional services corporations, providing world class 
busi advisory, tax and consulting services is seeking 
customs specialists for long- and short-term assignments in 
South and East Africa 


















In particular, we are seeking dynamic customs professionals in 
the following areas: 





Customs Policy 

Customs Management 
Customs Legal 

Customs Preventive Services 
Customs procedure 

Customs Training 
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Applicants should have 5 to 10years’ management experience 
in any of the above areas. Experience in Asia or Africa would 
be an advantage, and willingness to travel to remote areas. We 
are willing to work on an assignment or employment basis. 


To apply. please email or fax details to 
Gill Sivyer, PricewaterhouseCoopers 
E-mail: gill.sivyer@iz,pwegtobal.com or Fax: 255 22 2133200 
Dar es Salaam, Tanzania 









PRICEWATERHOUsE(COPERS 


Join us. Together we can change the world.™™ 
















Job Vacancy 
Abu Dhabi - United Arab Emirates 


Publications Marketing Specialist 














To prepare and implement plans to effectively market 
and increase the distribution of the Center’s publications 
in the local, regional and international markets. The 
selected candidate will have a university degree, 
preferably in marketing or management with at least five 
years experience in the field, good public relations and: 
organizational skills, knowledge of relevant computer 
software, knowledge of the publications market and 
distribution networks is a definite advantage, 

















Please send your application, curriculum vitae and 
copies of the university and work credentials including a“ 
recent passport copy and passport-size photo within one 
month to the address below (quoting the job title and 
Ref. No. 2/2001): 


Human Resources Department, 
Recruitment Section, 

P.O. Box 4567, Abu Dhabi, 
United Arab Emirates, 
Fax: (+971-2) 6424128 

Email: uaerecruiter @ hotmail.com 
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“HSBC Bank International Limited ig 6 menibar of the HSBC Group, one of the world’s largest banking and financial services organisations with some 6,500 offices in 79 countries and ‘territories. HSBC Bank International Limited's principal place of business is Jeniey As 
at 31 December 1889, its paid up capital and reserves were £176.68 million. Copies of the latest audited accounts are available'on request, Although income id paid free ‘from tax offshore, it may be liable to tax in your country of residence or domicile, or fH is transterred 
{0 another country, Yourtax pasition will depend on vour personal rcumstanices and you may wish to seek guldstioe from your tax adviser. Please note; tax legislation and practice may change, This advert does not constitute an invitation to buy or the solicitation of 
arc offer to gall cecurities or make deposits in any jurisdiction te any person to wham it is undawtul to make such an offer or solicitation in such jurisdiction, ei i Ani MBIRESCN20802 1026 


Are you capitalising on your 
international posting? 


www.offshore.hsbc.com 
where your financial future is in safe hands 


or call our offshore banking centre in Jersey on 
Tel + 44 1534 616 111 Fax +44 1534 616 222 - 24 hours a day 


www.offshore.hsbc.com 


HSBC 


YOUR WORLD OF FINANCIAL SERVICES 


Tiniti HSBE tank Internidonal Linie. 
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Gambling man 


S BEGINNINGS go, it has not been a bad 
one. Indeed, given the circumstances, it 
might be described as excellent. Barely a 
dozen weeks after winning the election with 
the weakest mandate imaginable, George 
Bush is beginning to look like a real president. 
Mr Bush has already shunted most of his 
appointees through Congress’s usually slug- 
gish approval process. Important foreign al- 
lies have already been met, conservative con- 
stituencies have been sated and moderate 
opponents courted. Those twin demons of 
the Bush family, Saddam Hussein and Bill 
Clinton, are both, for different reasons, licking 
their wounds. Even the news from Florida is 
good: this week, independent counts confirmed that Mr Bush 
would have won even if Mr Gore had got the manual re- 
counts he wanted. 

Most impressive of all, this looks like a man who knows 
exactly where he wants to go. Week after week the new presi- 
dent has rolled out his plans, focusing on the same five issues 
that dominated his campaign: education, a huge tax cut, 
health care, a new missile-defence system, Social Security re- 
form. You can quibble on the details—was it, for instance, 
really necessary to appoint John Ashcroft as attorney- 
general? But, by and large, the ground has been prepared. 

This week Mr Bush delivered what was, in effect, his first 
state-of-the-union address and, the next day, sent his first 
budget to Congress. His address gave Democrats in Congress 
a clear warning that Mr Bush will be quite effective at using 
his office to appeal over their heads to the American people. 
He may lack the rhetorical whimsy that allowed his prede- 
cessor to get out of tight spots; but he does not lack self- 
confidence or charm. 

The budget is another matter. To begin with, budgets are 
about hard numbers, not mushy feelings. No matter how 
many friendly dinners you have with Ted Kennedy or funny 
nicknames you come up with for the White House press 
corps, a budget shows where your priorities lie. Already, there 
are signs of rebellion on both sides of the aisle. Democrats 
want even more spending on sectors such as education; Re- 
publicans fret that, according to polls, only one in five Ameri- 
cans thinks a tax cut should be a priority. 

Indeed, Mr Bush’s tax cut—worth somewhere above $2 
trillion over the next ten years—is a problem. Put simply, it 
just looks too big. This, it should be stressed, is not because 
there is anything wrong with tax cuts. Mr Bush is right to say 
that fiscal surpluses are the people’s money, not the gov- 
ernment’s. Nor is there a good reason in macroeconomic pol- 
icy to oppose a cut. Back when the New Economy (remember 
that?) was powering ahead, a huge tax cut could have been 
dangerously inflationary. Now that the economy seems to 
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have stalled, that danger has lessened. 

The main reason for scepticism now, quite 
simply, is that the money may not be there to 
give back. The current forecasts show a sur- 
plus of some $5.6 trillion over the next ten 
years. But fiddle with the assumptions about 
economic growth, savings rates and federal 
spending, and that figure can shrink rapidly. 
The number has grown dramatically in the 
past year, thanks to such guesstimates; it 
could come down again just as quickly. There 
have already been some fairly drastic down- 
ward revisions of surpluses in some individ- 
ual states. Mr Bush also has other (fairly wise) 
things to do with the money, including pay- 
ing down another $2 trillion of the national debt and increas- 
ing spending on education, health care, the armed forces and 
Social Security reform. 

And all this, remember, is before Congress has got its 
pork-stained fingers near any cash. Mr Bush hopes that his 
tax cuts will be instruments of fiscal discipline: he wants to 
restrain government spending, which has recently been rising 
by 6% a year, to increases of just 4%. History, however, shows 
that Congress has few reservations about spending money 
that it does not have. 

There is also one final, political problem about Mr Bush’s 
tax cut: it goes largely to the rich. In one sense this is not his 
fault: the rich pay virtually all the taxes at the moment, so 
they are bound to get most of the benefit. But, even with this 
caveat, Mr Bush could do a little more to target the benefits to 
poorer Americans. For instance, rather than abolishing the in- 
heritance tax (which affects only the rich), it would have been 
better to make bigger reductions in the lower rates of tax. 


Throw the dice 


The two presidents before him both trimmed their sails in fa- 
vour of fiscal prudence. Mr Bush’s father actually raised taxes. 
Having promised a middle-class tax cut, Bill Clinton decided 
to reduce the deficit instead. Mr Bush’s budget is a return to 
the “damn-the-torpedoes” style of Mr Reagan. Indeed, to 
propel the naval metaphor back a few more centuries, his 
economic role-model seems to be Hernan Cortes, the con- 
quistador who burnt his ships so that his men would know 
that there was no easy route back to Spain. 

As a gamble, it might work. Mr Bush may be able to pro- 
tect his big tax cut with tough spending curbs, and the econ- 
omy may stay upright long enough to produce the surpluses 
he needs. But if he loses the spending fight and the economy 
tanks, voters in 2002 may react furiously to the discovery that 
“their” dollars have already been given away to the rich. The 
bet may come off; but Mr Bush is definitely chancing his luck. 
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They're burning animals again 


In the face of foot-and-mouth disease and BSE, Europeans cannot 
simply reject modern intensive agriculture and turn organic 


T HAS been a good time to be a vegetable—or, at least, a ve- 

getarian. All across Western Europe farm animals are being 
slaughtered and burned in huge funeral pyres, in a desperate 
effort to halt the spread of foot-and-mouth disease, which 
has broken out in Britain, and to eliminate it as quickly as 
possible. All this when the smoke had barely cleared from ef- 
forts to rid cattle herds of bovine spongiform encephalopathy 
(BsE), otherwise known as mad-cow disease, which had also 
spread from Britain to the continent. This time, it is not just 
cows that are going up in flames, but also sheep, pigs, deer 
and any other cloven-hoofed livestock that have recently 
been exported from Britain. 

The sense of crisis is at its greatest on this side of the chan- 
nel, where restrictions have been increasing all week on the 
movement not only of animals or meat that might carry the 
disease but also people. Sporting events are being cancelled, 
footpaths closed, protest marches postponed, and the gov- 
ernment’s thoughts of an April general election are fading by 
the day (see page 51). But this disease is so virulent and, al- 
though safe for humans, so debilitating to the productivity 
and value of farm animals that continental European gov- 
ernments too are talking of “catastrophe” and of drastic mea- 
sures. Meanwhile those farmers not too depressed by the 
sight of their livestock and livelihoods burning away have 
been renewing their already vociferous calls for compensa- 
tion, for subsidies—for anything but the cuts in support from 
Europe’s common agricultural policy (cap) that most people 
think are inevitable as Europe enlarges to the east. 


Intensive questions 


It is not a pretty, or terribly edifying sight, whether for farm- 
ers, Carnivorous consumers, politicians or those who care 
about animals. But what is to be done about it? Should we (ie, 
European consumers, and those elsewhere in the world who 
share the same worries) all start eating food only from organic 
farms, which produce locally, slaughter locally and avoid all 
artificial fertilisers, pesticides and antibiotics? 

Those who prefer such organic food should do so, by all 
means. They would thus limit two possible sources of today’s 
ills: the widespread movement of livestock, which has en- 
abled the foot-and-mouth outbreak to affect such a large area 
so quickly; and the use of “unnatural” feeds, which lay be- 
hind the spread of sse. But this would hardly be a complete 
protection: Britain’s last foot-and-mouth epidemic was in the 
more organic days of 1967, while America last suffered in 1929. 
And those who chose the exclusively organic route would pay 
several, high prices. 

One is literal: the price of organically produced food is 
higher than that from more intensive farms, and is likely to 
remain so. Yields are lower, costs are greater. Another is a less- 
ening of variety. Although people’s desire for abundant, 
cheap food is the big reason for intensive modern farming, 
another is the taste for variety that has come from affluence 
and from fast, cheaper transport. Fruits and vegetables have 
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lost their seasons and have been supplemented by exotic spe- 
cies, and once-scarce foods such as salmon and venison have 
become more common. So food moves about all over the 
place, alive or dead, and is kept fresh or safe by many means, 
some artificial. 

That word “artificial” is important, because it is slippery. 
The use of chemicals and drugs in farming is viewed with 
much suspicion—almost as much, in some quarters, as the 
evolving experiments in genetic modification. Some of this 
use arises because of intensive farming methods: keeping ani- 
mals shut up in pens or battery sheds makes them more 
prone to disease, which leads farmers to use antibiotics. But 
not all: many drugs and chemicals are used to make food— 
good, wholesome food—safer. In some countries, indeed, 
vaccination is the method used to control foot-and-mouth 
disease. Its only disadvantage is that it makes the disease 
harder to detect, because vaccinated animals produce similar 
test results to diseased ones. 


Living with modernity 


So, although to become organic will be a legitimate choice for 
some, it is far from cost-free. Even Germany’s Green farms 
minister, Renate Kunast, admits that organic farming is un- 
likely to account for more than 20% of the German market 
within a decade, and even that may be optimistic. Calls— 
partly from Ms Kiinast herself—to shift European farm subsi- 
dies to support organic farming are not the solution (see page 
45). By boosting car spending at just the time when it is com- 
ing under pressure from East European applicants, such sup- 
port would be likely to become part of the problem. 

Like it or not, the preferences of modern consumers for 
cheap, varied, all-year-round food mean that farming is go- 
ing to remain intensive. The experience of the countries where 
agri-business is at its most industrial, America and Australia, 
suggest, however, that this need not make it unsafe. In those 
countries, indeed, the incidence of disease is lower than in 
Europe, perhaps because the very scale of operations makes it 
more necessary for farmers to maintain tight veterinary con- 
trols, and to innovate with new drugs and pesticides. 

Part of Europe’s trouble may arise from wanting the best 
of both worlds. Local food supplies, even from fairly small 
farms, supported and guided by subsidies; but abundant, va- 
ried food, distributed through competitive supermarket 
chains who want to drive down their costs as far as they can. 

To a degree, the foot-and-mouth epidemic is sui generis, a 
natural disaster that simply needs to be dealt with on its own 
terms. But if there is a wider lesson, it is not that Europe 
should close its doors, both on the world and on modern 
times. It is that the best course is to buy food from those who 
are really best at producing it, who are most technologically 
advanced at keeping it safe, and who, quite simply, produce 
the best food. Food cannot be cheap, local, green, safe and va- 
ried, all at the same time. 
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The elephant moved 





Yashwant Sinha’s welcome new budget suggests that economic reform 


in India is alive and well 


OT a great deal was expected of India’s budget this year. 

Political pressures on the ruling coalition, together with 
memories of earlier disappointments, had led to a general 
downgrading of expectations, never that high to begin with. 
Gloom had settled over the current state of the economy, 
which has grown more slowly in recent months, and over the 
prospects for further economic reform, Every commentator, 
analyst and semi-conscious Indian politician agreed, in the 
abstract, that further reforms were necessary. That has been 
the position for years. But almost none of them thought that 
anything much would happen this week. 

Against such a background, the new budget for 2001-02 
came as a pleasant surprise. Before getting carried away, 
please understand that, in itself, it by no means constitutes 
the longed-for “second wave” of liberalisation. The first wave, 
implemented in a hurry during the early 1990s, under the di- 
rection of the great reforming finance minister, Manmohan 
Singh, dismantled India’s insanely complicated regime of do- 
mestic industrial controls and tentatively introduced the 
economy to the outside world. Much was left undone, as Mr 
Singh continues to insist. Privatisation—or “disinvestment”, as 
Indians still prefer to call it—has been agonisingly slow. Trade 
and cross-border capital are far from free. Petty bureaucracy 
continues to plague business. The public finances are a mess, 
thanks largely to colossal, economically indefensible and so- 
cially worthless subsidy programmes. State and central 
bureaucracies remain grossly distended. And labour “mar- 
kets” are barely visible beneath a substantially unreformed 
rats’ nest of rules and restrictive practices. To be sure, there is 
plenty for a second wave to be getting on with. 

This budget may not be that second wave—but it is a sign 
that India may, despite earlier indications to the contrary, get 
there in the end. Yashwant Sinha, finance minister since 1998, 
gave a spirited and evidently sincere account of the case for 
further major reform; and he proposed a long list of changes, 





LOBALISATION is supposed to have made politicians 
impotent, and nothing is more global, you might think, 
than capital. Yet the reality falls short of the hype. Capital is 
not the untamed worldwide ocean of money it is often por- 
trayed as. Most countries have rules that restrict where it can 
go—rules that, for all the ingenious attempts to find ways 
around them, often have a big effect. 
Some oddball regimes, such as Malaysia’s, claim that their 
economies prosper best behind a wail of capital controls. 
Most governments, though, have come to think that barriers 
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It is time to modernise the regulation of cross-border finance 


none of them dramatic in themselves, which nonetheless 
point in the right direction. In the current political context, it 
was quite encouraging. 

Unsurprisingly, India’s financial markets liked best Mr 
Sinha’s avowedly “business friendly” measures: moderate 
cuts in corporate and personal income taxes; a reversal of last 
year’s strange doubling of the tax on dividends; an easing (too 
timid, but never mind) of the rules controlling the ability of 
Indian firms to invest and raise capital abroad; tax breaks for 
research and development (especially popular with India’s 
successful information-technology firms); a simpler and 
more uniform excise tax; and so forth (see page 27). But a bet- 
ter guide to the prospects for the second wave was what Mr 
Sinha said about privatisation, jobs in the public sector and 
labour laws. Here is where the real challenge lies. 


Calmly does it 


Again, it is important to understand that in these areas, espe- 
cially, Mr Sinha’s budget is, as yet, all talk and no action. But — 
the talk was sweet to reformers’ ears. It was genuinely surpris- 
ing that the minister dared say he intends to reform the Con- 
tract Labour Act and the Industrial Disputes Act to make it 
possible for troubled firms to sack workers. (That’s right at- 
the moment, it often isn’t.) Obviously necessary though this 
change may be, getting it done is a mighty political challenge 
that Mr Sinha could easily have chosen to duck. In addition, 
there was forthright talk about increasing the pace of privati- 
sation, reforming the state electricity boards and shrinking the 
civil service. All that was enough to send opposition members 
of parliament into a fit—an excellent sign. 

All right, it may never happen. Often enough, Indian min- 
isters have made good speeches and, in the teeth of political 
opposition, been forced to back down. In all likelihood, that 
will happen again this time, but save such thoughts for an- 


to capital are against the national interests. Reforming finan- 
cial regulation to make it more accommodating to cross- 
border flows is high on the political agenda. In Europe, a 
committee of “wise men” chaired by Baron Alexandre Lam~ 
falussy, a Belgian banker, has recently published ambitious 
proposals to bring closer the long-promised single capital 
market within the European Union (see pages 65-67). In 
America, Phil Gramm, chairman of the Senate Banking Com- 
mittee and the Bush administration’s leading adviser on the 
financial world, has long worried that Uncle Sam’s anti- 
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quated regulatory structure may threaten the “global suprem- 
acy” of its equity markets. Now may be his best chance to. do 
something about it. 


Rules for regulators 


As the regulators modernise, there are some simple lessons to 
draw on, First, though an unregulated market may sometimes 
be more efficient than a badly regulated one, a well-regulated 
one is superior to both. No doubt, you may say—but what is 
good regulation? At a minimum, which may be all you need, 
nothing more than enforcing contracts and customary rules 
of conduct. This is especially likely to suffice in markets that 
consist of professionals dealing with professionals, be they in- 
vestors with capital or business people raising it. A good ex- 
ample was the eurodollar market, which thrived without 
government regulation after America drove it offshore in the 
1960s by imposing an interest-equalisation tax. 

Lesson two: markets involving non-professional investors 
need to be regulated differently. Amateurs may lack informa- 
tion or basic financial skills, making them vulnerable to huck- 
sters. Regulation is needed to protect them—and self- 
regulation, which would inevitably be run by professionals, is 
not the answer. How much protection is appropriate can be 
debated, though any regime not based on caveat emptor is 
likely to lead to problems. It is striking that America has much 
higher capital-market participation by individual investors 
than Europe, and its regulations lay great emphasis on striv- 
ing to create a level playing field between amateurs and pro- 
fessionals. In particular, the disclosure of information to in- 
vestors of all sorts is far greater in America than elsewhere. 

The third lesson is perhaps the most pertinent to today’s 
reformers: competition among regulators, at least across bor- 
ders, is a good thing. Fears that competition of this sort starts a 


Schrempp’s last stand 


It looks increasingly as though Daimler-Benz picked the worst possible 


moment to buy Chrysler 


AS it always bound to end in tears? Only three years 

ago it seemed to be a marriage made in heaven. On one 
side, Mercedes-Benz, the epitome of European automotive 
aristocracy, brimming with confidence, cash and technology. 
On the other, Chrysler, for years the lame duck of Detroit, 
but, thanks to an extraordinary product-led revival in the 
19908, reinvented as one of the world’s most dynamic car 
companies. Mercedes’s parent, Daimler-Benz, would get 
global reach and scale. Chrysler would get investment and ac- 
cess to some very expensive new technologies. 

This week DaimlerChrysler’s boss, the once-ebullient Jiir- 
gen Schrempp, announced a “Turnaround Plan” that will cost 
the best part of $4 billion in plant closures and sackings. At 
the same time, Mr Schrempp had to admit to the need for 
similarly drastic surgery at Mitsubishi Motors, the ailing Japa- 
nese firm in which DaimlerChrysler took a controlling 34% 
stake last September. 

In retrospect, as always, it is depressingly easy to chart 
when and how things went wrong. Despite its $38 billion 
price, Chrysler was more fragile than it seemed. It had been 
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race to the bottom—that is, to lax regulation—are misplaced. 
Well-regulated markets are more efficient; that means they 
grow. So competition among regulators favours those who do 
a good job. A monopoly regulator can err on the side of 
heavy-handedness or neglect and expect to get away with it. 
A single capital-market regulator for the world, even suppos- 
ing it were feasible, would therefore not be desirable. 

The virtues of regulatory competition were clearly dem- 
onstrated by the European Union’s “single passport” pol- 
icy—-an approach to securities markets based on mutual rec- 
ognition and home-country supervision. The idea was that 
any firm or exchange with approval in one £u country could 
operate throughout the union, subject mainly to the rules of 
its home country. This approach has been no.more than half- 
heartedly implemented. Even so, it has generated fierce com- 
petition between regulatory regimes. Some national stock ex- 
changes have merged as a result, and innovative new trading 
systems have entered the business. The upshot has been a 
great increase in the efficiency of Europe's securities markets. 

As the eu modernises its regulations, it should take care 
not to crush this healthy process under too much homogene- 
ity, still less under the weight of one pan-European regulator. 
It would be better to extend the existing model across the At- 
lantic. Regulators have been reluctant to allow European ex- 
changes to ply their trade in America, by putting their trading 
screens there. The official reason is the desire to protect non- 
professional American investors. The real reason is the desire 
to protect America’s domestic exchanges. If Messrs Gramm 
and Lamfalussy really want to advance the cause of well- 
regulated global capital markets, allowing American and 
European exchanges to compete for each other’s customers 
while continuing to be supervised by their own competing 
regulators would be a capital idea. May the best rules win. 





smart enough to get early into two lucrative niches—sport- 
utility vehicles and minivans—with well-designed models, 
and an eight-year boom in the American car market did the 
rest. But soon after the merger, many of the executives who 
had helped Chrysler punch above its weight headed for the 
exit, clutching vested options. Daimler’s management was 
slow to integrate the businesses and push for economies such 
as platform- and component-sharing. This timidity was 
partly out of deference to American sensibilities, but also be- 
cause Mercedes’s managers were snobbishly fearful that their 
premium brand might be contaminated by too close an asso- 
ciation with Chrysler. Meanwhile, Chrysler suffered as costs 
soared and new models failed to sell in the hoped-for num- 
bers because of over-optimistic pricing, quality problems, 
fierce competition and the gathering market downturn. 
With a share price that is little more than half the level it 
reached during the immediate post-merger euphoria, and 
harried by lawsuits from angry American investors, Mr 
Schrempp has pinned his future on hitting some fairly ambi- 
tious numbers in the next two to three years. At the same 
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time, he has contenttated decision making power in the 
“hands of a small committee that he will chair. Getting shot of 
-Chrysler (in the way that Bmw washed its hands of Rover) is 
not-an option. He has to make this work or he will be out. Mr 
Schrempp knows that even the patience of Deutsche Bank, a 
famously supportive shareholder, is wearing thin. 


No excuse 


Is any of this surprising? Not really. Big cross-border mergers 
are difficult and can easily be blown off course by events; 
German and American business cultures are unalike; and the 
upmarket bit of the car business, which Mercedes knows 
about, plays by different rules to the volume end that Chrys- 
- ler inhabits. The interesting question is whether, given all the 
risks, Mr Schrempp was right, as he claims, to do what he did. 
Or did he fall for what is beginning to look like a myth— 
namely, that in car making only the biggest survive? 
The news in today’s car industry is not so much the tri- 
umph of the heavy battalions—look at General Motors, too— 
but the way premium brands are being stretched into ever- 


Don’ t mention the R-word 


Are economic forecasters wishful thinkers or wimps? 


S THE flurry of gloomy economic news in America giving 

you nightmares? Fear not. According to a recent survey, 
only 5% of economic forecasters predict that the American 
economy is heading into recession. But before you drift back 
into a peaceful slumber, remember that the dismal scientists 
have a dismal record in predicting recessions. Not only are 
their forecasting tools blunt, but many also seem to have an 
- inbuilt bias against uttering the dreaded r-word. 

Consider forecasters’ record during America’s past two re- 
cessions. In late 1981, when we now know that the economy 
was already in recession, the average forecast for Gor growth 
in 1982 was over 2%. In the event, output fell by 2%. In August 
1990, the very month that America dipped into its next reces- 
sion, the consensus forecast was for 2% growth in 1991; output 
actually declined by 0.5%. By chance, the average forecast for 
growth this year is again close to 2%. But, of course, this time is 
different: the forecasters couldn’t possibly blunder again. 
Could they? 

To be fair, economic forecasting is even harder than 
weather forecasting, At least weathermen know whether it is 
hot or freezing right now. Economists, in contrast, have to 
forecast the immediate past, which is constantly being re- 
vised, However, there are also much less excusable factors at 
work, such as the “tell °em what they need to hear” syndrome 
or the wimpish tendency to run with the gang. Predicting a 
recession is never popular, especially if you work for an in- 
vestment bank. Economists who do not want to jeopardise 
their career may prefer to stay close to the consensus forecast. 
Better to run the risk of being wrong in good company, they 
reckon, than be right and an outcast. 

There have long been suspicions about the objectivity of 
research done by investment-bank analysts, who, even as the 
ceiling falls in, advise their clients to “buy”, “hold” or “accu- 
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higher-volum | sectors, just as - traditional volume brands, 
such as Ford, Opel and Chevrolet, are finding life tough. A 
sign of the times was GM's decision to jettison Oldsmobile, a 
brand once synonymous with middle-class ‘solidity. In Eu- 
rope, ironically, nobody is more active than Mercedes in blur- 
ring the distinction between the volume and premium ends 
of the market, building smaller cars in greater numbers and 
getting costs down to unheard-of levels for the marque. Ford’s 
response: has been to put together a portfolio of comple- 
mentary. and sometimes overlapping premium: brands, in- 
cluding a revitalised Jaguar, Volvo, Aston Martin and Land 
Rover. Ford is doing well with its new Mondeo-a car as good 
as the small Mercedes, smws, Audis and (coming soon) Jag- 
uars flooding the market—but the badge means the car sells 
for much less than its premium -brand rivals command. 

Mr Schrempp’s gamble may still come good, but the nag- 
ging possibility is that he bought a volume car maker at pre- 
cisely the wrong moment. What’s worse, as the architect of 
Mercedes’s brand-exterision strategy, he should have been in 
a better position than anybody else to know. 
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mulate” (apparently different from “buy” or “hold”) rather 
than sell. Coincidentally, these banks earn fat fees for flota- 
tions or merger deals from the companies they analyse. In- 
vestment banks, which have made billions out of the boom, 
also have a vested interest in remaining bullish about the 
economy at large. Most Wall Street firms are still officially 
forecasting no recession in America. But an alarming number 
of their economists have privately admitted to The Economist 
that they believe that the risk of recession is higher than their 
published forecasts say. They are not alone in their dishon- 
esty. International organisations such as the 1mF are no doubt 
just as inhibited about forecasting a recession in the country 
that is their biggest shareholder. 


Deny, deny 


So as not to alarm their clients, economists are also swiftly re- 
defining a “soft landing”. A few months ago this was widely 
viewed as growth of around 3%. Today, many economists, re- 
luctant to admit they were wrong, are counting anything 
short of outright contraction as a soft landing. Shame on 
them: a slowdown in growth from a rate of 5% early last year 
to, say, zero this year would certainly feel like a hard landing. 

Economists can always quibble about what “recession” 
means. The popular definition—two consecutive quarters of 
decline—is too crude. It might make more sense to define a re~ 
cession as a period when the unemployment rate rises by at 
least one percentage point—that is, when cpr growth falls 
significantly below its potential rate. Alternatively, there is a 
less technical solution. When your neighbour loses his job, it’s 
a slowdown. When you lose your job, it’s a recession, When 
an economist gets sacked, that’s a depression. Economists 
afraid to say what they think deserve to be a bit depressed. 


THE ECONOMIST MARCH 3RD 2004 


When is a refugee not a 
refugee? 


BUNDIBUGYO, GENEVA AND MAE SOT 


People who are trapped by war or persecution within their own countries 
need help as much as, or more than, official refugees. But the world has been 


slow to appreciate their plight 


NTHE past few months, rebels from Sierra 

Leone and soldiers from Liberia have 
clashed with Guinea’s army in a piece of 
land known as the Parrot’s Beak, where the 
borders of all three countries meet. Now the 
armies of Liberia and Guinea are threatening 
full-scale war in the area. This is where 
250,000 refugees, mostly from Sierra Leone, 
have been sheltering for several years, many 
dependent on food from the United Nations 
and foreign aid groups. 

As fighting has worsened, their plight 
has become more desperate. Aid workers 
have fled and supplies of food and medicine 
have been disrupted. Fearing a huge 
humanitarian problem, Ruud Lubbers, the 
new UN High Commissioner for Refugees 
(UNHCR), made his first official trip abroad 
last month to West Africa and the Parrot’s 
Beak. He heard that tens of thousands of 
people are even volunteering to return to 
Sierra Leone—until now known, reasonably, 
as the worst place in the world. 

As Mr Lubbers is finding, similar night- 
mares exist in every continent. Go, for exam- 
ple, to Asia and the border of Myanmar, for- 
merly Burma. Roughly 1m people have fled 
Myanmar for Thailand in the past decade, in 
search of food and jobs but also fearing for 
their lives. Around 100,000 refugees are 
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crammed into camps along that border. 
They tell of slave labour, violence, murder, 
torture and destitution back home. 

Life is not easy in the camps. The one at 
Umpiang, near the town of Mae Sot, is 
squalid, wet and cold. Slippery orange mud 
makes it almost impossible to walk up the 
steep hill from one smoky hut to the next. In 
a crowded schoolroom, children cannot 
hear their teacher when the rain thunders on 
the iron roof. Camp leaders worry that there 
is too little for the 4,000 youngsters to do. 
They are turning to yabba, an amphetamine 
made nearby, or to heroin, smuggled across 
the border from Myanmar. In the makeshift 
hospital the doctor talks of typhoid, dysen- 
tery, respiratory and urinary infections, ma- 
laria and malnutrition. 

Yet these displaced people are relatively 
lucky. They are officially considered to be 
refugees, as defined by the un refugee con- 
vention that was drafted half a century ago: 


the term “refugee” shall apply to any person 
who...owing to a well-founded fear of being per- 
secuted for reasons of race, religion, nationality, 
membership in a particular social group or politi- 
cal opinion, is outside the country of his national- 
ity, and is unable or, owing to such fear, is unwill- 
ing to avail himself of the protection of that 
country. 





Mr Lubbers and his commission believe 
that respect for that narrow definition of a 
refugee—someone driven “outside the 
country of his nationality’—is extremely 
important. Protecting refugees who have 
fled their own country is his “core concern”. 
Preserving their legal rights, such as ensuring 
that governments do not practise “refoule- 
ment” (forcing them home), is a top priority. 

The good fortune of these refugees is that 
they have some legal protection and some 
political value. Refugees from Myanmar 
show how unwholesome that regime is, 
much as, during the cold war, defectors to 
the West from Eastern Europe were wel- 
comed as heroes who demonstrated that life 
was more attractive under democracy. Viet- 
nam’s 1.3m boat people delivered a similar 
message in the 1970s and 1980s. And al- 
though few of today’s refugees carry an 
equivalent ideological value, they have a le- 
gal claim to assistance merely because they 
have crossed a border—even if, as in the case 
of the people at Umpiang, they have hardly 
come very far. 


As many, and as needy 


According to UNHCR, which has just marked 
its 50th anniversary, in December 1999 there 
were 12m such “genuine” refugees who had 
spilled over borders. The refugee agency also 
keeps a watchful eye on 1.2m asylum-seek- 
ers and on 2.5m refugees who have returned 
home. That is not so many ina world of 6 bil- 
lion, given the wars and chaos of the past de- 
cade. Just after the second world war, in Eu- 
rope alone, there were an estimated 40m 
displaced people. 

However, with a broader understanding 
of the term “refugee”, today’s number 
quickly grows. There are now thought to be 
150m people living outside their own coun- 
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Masses on the move 
People displaced within their own countries 
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tries. Many, of course, do so of their own free 
will. Large numbers do not. According to 
groups less attached to the un definition, 
such as the United States Committee for Ref- 
ugees, at least 14m people have fled over a 
border. And an estimated 3.5m Palestinian 
refugees are usually not counted in such to- 
tals at all. 

But all these figures miss the fastest- 
growing group of displaced people: those 
who do not cross borders, but are adrift in- 
side their own countries. UNHCR, which has 
no explicit mandate to care for these people, 
says it has helped to care for roughly 7m of 
them last year. In fact there are closer to 25m 
such displaced people, in over 40 countries. 
About half are in Africa, with the rest mostly 
in the Balkans, Central Asia, Sri Lanka and 
Latin America. 

Because they are harder to define than 
refugees and because, until now, no effort 
has been made to count them, nobody 
knows for certain how many exist. There are 
thought to be 4m displaced people in Sudan 
alone, and over 2m in each of Angola 
and Colombia. Dennis McNamara, 
a veteran of the uN refugee body 
and now the un’s co-ordinator on 
internal displacement, says that 
there are many millions more 
people displaced within their 
own countries than there are 
refugees, especially in Africa. 
This month he will give a report to 
the un’s secretary general, Kofi An- 
nan, on these “internally displaced 
people” (pps), demanding that more 
be done to help them. 

Although these people are not re- 
cognised as refugees, they are often 
just as vulnerable. At least 70,000 
Guineans, for example, have been dis- 
placed and trapped along with the refu- 
gees from Sierra Leone in the Parrot’s 
Beak. Many also wander back and forth 
in the Great Lakes region of Africa. In 
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Burundi, the government has forced hun- 
dreds of thousands of people into “protec- 
tive villages”, supposedly to guard against 
rebel attack, but in reality to prevent them 
giving support to rebel armies. 

In a valley in western Uganda, near a 
small town called Bundibugyo, there is a 
camp roughly the same size as Umpiang in 
Thailand. Again, it is full of frightened peo- 
ple: Ugandans forced by a cruel rebel army 
from their farms and homes in nearby hills. 
As in the Thai camp, people live in small 
huts, some of them just straw or rags, the 
more substantial of wood. Although it is 
safer to be in the camp than outside it, 
women leave during the day to tend their 
fields up on the valley sides. At night rebels 
often enter the camps to steal, to abduct chil- 
dren as soldiers or guides, or simply to spread 
terror. Whole families have been murdered 
as they slept. 

The camp suffers a longer list of medical 
ailments than the one in Thailand, but has 
an even more ramshackle hospital. There are 

also hundreds of youngsters with lit- 
tle to do and only a makeshift 
school. But, unlike Umpiang, this 
camp receives few visits from 
journalists or diplomats. The UN 
Children’s Fund stops by to help; 
the World Food Programme de- 
livers grain, but it is sometimes the 
wrong sort. The Ugandan army tries 
to give protection and a few young 
men also carry guns, but they can 
give little security to most families. 
In this part of the country, 90% of 
the inhabitants, about 100,000 peo- 
ple, have been forced from their 
homes by fear and violence. 
Many have travelled long dis- 
tances on foot toget toacampor 
to the relative safety of the town 
of Bundibugyo, which is now 
several times its old size. But none 
has crossed an international border. 


None can claim to be a refugee. They are not 
the concern of international law, or of the 
un. Although their needs are great, efforts to 
help them are therefore quite inadequate. 


Get ready for many more 


Future wars are likely to produce far more 
such people, rather than official refugees. 
Most wars are now within, and not between, 
countries. Especially in Africa, but also in the 
Balkans, Chechnya, Sri Lanka and Afghani- 
stan, civil wars have pitted civilian militias 
against government armies; rebel groups 
have forcibly recruited civilians to fight; and 
the populations of whole villages or towns 
have sometimes become hostages of one 
side or the other. 

Today there are some 35 armed conflicts 
going on around the world. Some of these 
wars are the result of a geopolitical shaking- 
out after the cold war, and so might be ex- 
pected to abate. But others are the product of 
collapsing states, heightened ethnic tensions 
and violence driven by economic goals (such 
as diamond extraction in Sierra Leone and 
battles for oil in Angola). Some are simply the 
result of large-scale banditry. 

Repressive rulers, such as Iraq's Saddam 
Hussein, also displace their own popula- 
tions. Ethnic cleansing in Yugoslavia sent 
millions back and forth as nationalist Serbs, 
Croats and Bosnians formed their own fiefs. 
The outpouring of refugees from Kosovo 
into Macedonia and Albania caused a sub- 
sequent displacement of Albanians in their 
own country. Inside Kosovo, hundreds of 
thousands were displaced but never crossed 
a border. As once-stable countries fall apart, 
new internal borders are drawn up and 
fought over. But as long as locally displaced 
people never cross an internationally recog- 
nised frontier, the outside world (and 
UNHCR)has no duty to take action. 

Even where a duty is felt, as in the case of 
Kosovo, it is far harder to help somebody 
whoisdisplaced within a country than a ref- 
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ugee who has crossed a border. Assisting the 
displaced requires intervention into sover- 
eign territory, often against the wishes of the 
government. Even where outsiders have 
been available to give protection, there have 
been many failures. The Iraqi government’s 
attacks on Kurds led outsiders to create a 
“safe-haven” for the displaced, but Kurds 
have still been constantly attacked. In 1995, 
uN soldiers were unable to stop massacres of 
displaced Bosnian Muslims sheltering in Sre- 
brenica and Zepa. In Sierra Leone, where 
hundreds of thousands of displaced people 
have now taken shelter from rebels in areas 
controlled by uN soldiers, it is unclear 
whether they could be protected against a 
sustained rebel attack. 

Interventions by bodies such as UNHCR 
and its 500 partner-NGOs are increasing, 
sometimes in combination with military 
forces. Yet these still lack the legal imperative 
of actions to help refugees. The International 
Committee of the Red Cross, by contrast, as- 
sumes responsibility for some locally dis- 
placed populations, and is given certain legal 
dispensations to allow it to help needy peo- 
ple who have not crossed a border. Should 
the UN, openly and officially, take on a simi- 
lar charge? 

Some officials, such as Kofi Annan, the 
UN’s secretary-general, Sadako Ogata, the 
outgoing UNHCR, and Richard Holbrooke, 
the former American ambassador to the un, 
have argued that it should. The un already 
helps some displaced people alongside refu- 
gees. Since 1999, it has spent over $100m on 
programmes that partly cover 1pps in Sierra 
Leone, Angola, East Timor and elsewhere. 

Mr Annan and Mr Holbrooke called for 
a broad expansion of UNHCR to take care of 
all such refugees. Mrs Ogata talked in Octo- 
ber of expanding its brief, but admitted that 
could be difficult: “In Africa, the number of 
refugees is large, but the number of 1pps is 
huge. We cannot be responsible for all of 
them, [and] sometimes pps are much worse 
off than the refugees.” She argued that ex- 
panding the responsibilities of the UN refu- 
gee body would be a “resource problem”, 
but no more than that; with the help of 
enough people, it ought to be possible. 

Mr Lubbers, her successor, has a very 
different view. He expects the UN organisa- 
tion and its budget (recently $1 billion a year) 
toshrink. More of its work will be farmed out 
to aid groups or other parts of the un, and 
even private companies or rich individuals 
will be asked to help refugees. 

Mr Lubbers wants to concentrate on offi- 
cial refugees alone, although he accepts that, 
as part of the “un family”, his organisation 
must take note of internal refugees. He cau- 
tions against trying to help too many. There 
is a risk, he thinks, that refugee rights could 
be blurred if extra help goes to those who 
have not crossed a border. UNHCR’s statute 
makes clear where its responsibilities lie, 
even if, on the ground, it is sometimes very 
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hard to distinguish official refugees from the 
locally displaced. 

Yet the UN as a whole, through bodies 
such as the World Food Programme and 
Unicef, the children’s agency, could do 
much more to help internal refugees if local 
governments allowed it. That will be the 
proposal in Mr McNamara’s report, which 
also points out that those governments have 
primary responsibility for people displaced 
in their territory. The first step, in many 
cases, is to get governments to admit that 
they have displaced populations at all. 

Sometimes, as during civil wars or when 
states are collapsing, it will be impossible to 
get permission from host governments to 
help rps. But outsiders know that help is in- 
effective without co-operation, or at least 
non-interference, on the part of local offi- 
cials and soldiers. In Uganda or Burundi, for 
example, aid and protection get to internal 
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Another tent city, this time in Afghanistan 


refugees only when the governments allow 
it. In the Parrot’s Beak in West Africa, help for 
refugees and displaced people depends on 
the goodwill of at least three governments 
and one rebel group. Without it, do-gooders 
risk becoming entangled in a civil war. 


Before they seek asylum 


How can the un persuade aid-donors and 
host countries to take more responsibility for 
the internally displaced? It can argue that 
stable populations are essential for econ- 
omic development. It can push for efforts to 
remove the causes of mass displacement, by 
tightening rules on the trade in small arms, 
diamonds, timber, oil and other goods 
which helps fuel wars in poor countries. 
Peacekeepers help too: hundreds of thou- 
sands of 1pps will soon go home in Eritrea 
and Ethiopia as the un redeploys after a 
peace agreement there. “It must be part of a 
broader effort to deal with the nasty side of 
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globalisation,” says Mr McNamara. 

If donors consider their own interests, 
they may also want something to be done 
about the internally displaced before they 
become refugees, and then asylum-seekers, 
in rich countries. Already, the biggest donors 
to UNHCR tend to be the countries that re- 
ceive the highest number of official requests 
for asylum. These countries have every in- 
centive to dry up refugee flows at source, if 
possible by containing people within their 
own borders. 

After the cold war, asylum applications 
rapidly increased in Europe, peaking at 
700,000 in 1992. After a decline, they have 
been going up again, reaching nearly half a 
million a year once more by the end of 1999. 
Cheaper air travel, an increase in trafficking 
in humans, a growing wealth gap between 
poor and rich countries, and demands for 
cheap labour in Europe and America will all 





encourage more such applications. 

Western European countries have re- 
sponded to bigger flows by tightening asy- 
lum procedures, granting only temporary 
asylum to those fleeing wars and speeding 
the repatriation of people who lose claims to 
stay. Some western countries have also di- 
verted such applicants to Eastern Europe, 
which since 1997 has become a net importer 
of asylum-seekers rather than a net exporter. 

It may be prudent, therefore, to give IDPS 
aid and protection before they decide to seek 
a better life elsewhere. Delivering that aid 
and protection may be cheaper than dealing 
with huge increases in the numbers of asy- 
lum-seekers. Such help will not be easy. But 
as borders weaken in a globalising age, the 
importance of internally displaced people 
will come to rival that of refugees; and the 
duty of outsiders todo something should be- 
come all the more obvious. 

a 
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Big budget 


President George Bush un- 
veiled his $1.9 trillion budget 
for fiscal year 2002 to Con- 
gress, with promises to cut 
taxes and spend more on 
health and education. He sug- 
gested that taxes could be re- 
duced by $1.6 trillion in the 
next decade, which would 
help stimulate the economy, 
and that over half of the $3.4 
trillion national debt could be 
paid off. Democrats com- 
plained that the rich would 
benefit most from the budget. 


A review of uncounted bal- 
lot papers in Miami-Dade, 
Florida, by the Miami Herald 
suggested that Al Gore, the 
Democratic candidate for 
president, would have won 
only 49 extra votes in Novem- 
ber’s presidential election. 
Even with added votes from 
three other counties, Mr Gore 
would not have overtaken his 
Republican rival, Mr Bush. 


Colin Powell, America’s 
secretary of state, told NATO 
allies that America would not 
withdraw unilaterally from 
peacekeeping in the Balkans. 
He also said that European 
concerns would not delay a 
planned national missile de- 
fence programme. And he 
sought European approval for 
American plans to modify, not 
lift, sanctions against Iraq. 


Subcomandante Marcos, the 
leader of the Zapatist National 
Liberation Army, began a 
peaceful two-week march 
across Mexico to muster sup- 
port for proposed laws im- 
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POLITICS THIS WEEK 


proving the rights of the coun- 
try’s 10m Indians. 


Peru’s Congress charged Al- 
berto Fujimori, a disgraced 
former president, with aban- 
doning his office and derelic- 
tion of duty. It also asked Ja- 
pan, which is sheltering Mr 
Fujimori, to send him back to 
face prosecution. 


Avenging Dayaks 


x; 





Civil unrest in Indonesia 
moved to central Kalimantan, 
in Borneo, where indigenous 
Dayaks killed more than 300 
people who had been reset- 
tled from more crowded parts 
of the country. 


Masakuni Murakami, a former 
labour minister in Japan, was 
arrested on bribery charges in 

a further blow to the tottering 

government of Yoshiro Mori. 


In his budget, Yashwant Sinha, 
India’s finance minister, 
promised privatisation and tax 
and interest-rate cuts to revive 
growth. It was a “new deal”, 
he said, copying Franklin Roo- 
sevelt’s phrase of the 1930s. 


Fiji’s appeals court declared 
the country’s interim govern- 
ment to be illegal, and told its 
president to step down within 
two weeks. 


On a visit to Vietnam, Presi- 
dent Vladmir Putin discussed 
the renewal of Russia’s lease 
on a naval base at Cam Ranh 
Bay, which ends in 2004. The 
Vietnamese want more cash. 
China and America have 
shown an interest in the base. 








Balkan steps 


The former head of Serbia’s 
secret police, Rade Markovic, 
who has been accused of ar- 
ranging the assassination of 
people opposed to Serbia’s 
former strongman, Slobodan 
Milosevic, was arrested. Goran 
Svilanovic, the Yugoslav for- 


eign minister, said the investi- 


gation could lead to “further 
steps”, a hint that Mr Milos- 
evic himself might be charged. 


NATO troubleshooters went to 
Macedonia after skirmishes 
broke out between the coun- 
try’s security forces and ethnic 
Albanian fighters in villages 
near the border with Kosovo. 
NATO also cautiously agreed to 
give Serbia a freer hand in 
dealing with ethnic-Albanian 
fighters in the Presevo valley, a 
strip of Serbia east of Kosovo. 


Foot-and-mouth disease, 
a highly infectious virus that 
affects cloven-hoofed animals, 
appeared in Britain. The gov- 
ernment banned the export of 
animal products. The last big 
outbreak of the disease, in 
1967, is reckoned to have cost 
$2.3 billion at today’s prices. 


Spain’s ruling People’s Party 
named the forceful interior 
minister, Jaime Mayor Oreja, a 
Basque, to lead its challenge in 
the Basque regional elections 
in May. 


The Communist Party re- 
gained power in Moldova, a 
former Soviet republic, after 
easy victory in the country’s 
general election. 


The £u came close to an 
agreement with the football 
authorities to meet its objec- 
tion to transfer fees. The sys- 
tem will change but fees will 
not disappear. 


Show of unity 


After a stormy meeting that 
split Israel’s Labour Party, its 
members agreed by about two 








24 


al AVAILABLE BY E-MAIL FROM WWW.ECONOMIST.COM 











to one to join a national-unity 
government led by the Likud’s 
Ariel Sharon. 


For the second year in succes- 
sion, Mozambique was 
threatened by disastrous 
flooding in the Zambezi val- 
ley. The government appealed 
for aid worth $30m to help 
displaced people who may 
number as many as 400,000. 


In the first withdrawal of for- 
eign armies from Congo since 
Joseph Kabila became presi- 
dent, Rwanda and Uganda 
withdrew some of their troops 
from the east of the country. 


Hutu rebels in Burundi at- 
tacked the capital, Bujumbura, 
seizing parts of the suburbs 
for four days, before being re- 
pulsed by the army. A re- 
gional summit in Tanzania, 
chaired by Nelson Mandela, 
failed to revive Burundi’s 
peace effort. 


Anthony Gubbay, Zimba- 
bwe’s chief justice, resisted 
political pressure to make him 
resign. He said he would not, 
after all, take early retirement 
in June. 








In a refugee camp in southern 
Algeria, Polisario, the West- 
ern Saharan independence 
movement, held a military pa- 
rade to mark 25 years of failed 
international efforts to solve 
its dispute with Morocco. 


In Sudan, the un’s children’s 
agency brought out 2,500 child 
soldiers from fighting areas. 
They had earlier been demo- 
bilised from the rebel Sudan 
People’s Liberation Army. 
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Decline and fall 


A steep fall in Japan’s indus- 
trial production—down 3.9% 
in January compared with the 
previous month—sent the 
Nikkei index reeling, It fell to 
its lowest for 15 years in intra- 
day trading and ended at its 
weakest in 28 months. The 
Bank of Japan responded with 
a cut in interest rates, reducing 
the overnight call rate from 
0.25% to 0.15%. 


America’s economic gloom 
continued. Fourth-quarter 
growth in cpp was revised 
down to 1.1% from 1.4% at an 
annual rate. American con- 
sumer confidence hit its low- 
est point since June 1996 after 
suffering its fifth monthly 
drop in a row in February, ac- 
cording to the Conference 
Board. 








Economic conditions in Eu- 
rope are mixed. France’s GDP 
grew in the year to the fourth 
quarter by a healthy 2.8%. But 
Germany’s Gpp was only 1.9% 
higher over the same period 
(and in the fourth quarter it- 
self, grew by just 0.2%). Euro- 
area inflation fell to 2.4% in 
the year to January from 2.6% 
in December. Unemployment 
rose by a tenth of a percent- 
age point; Greece was in- 
cluded in the figures for the 
first time. 


Car trouble 


EM.TV a debt-ridden Ger- 
man rv company, said that it 
would exercise an option to 
purchase for $988m a further 











that owns the rights to For- 
mula One motor racing, rais- 
ing its stake to 75%. The FIA, 
the sport’s governing body, 
had announced that it would 
oppose any such deal. It will 
vote on it shortly. 


Microsoft's antitrust case re- 
turned to the courts. Question- 
ing of the Justice Department's 
lawyers by the seven judges 
hearing the appeal suggested 
that Microsoft could avoid be- 
ing split in two and possibly 
might even emerge unscathed 
when the court delivers its 
verdict in April or May. 
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Nokia, the world’s leading 
mobile-phone manufacturer, 
defended third-generation 
mobile telephony against 
charges that it would not be 
ready for a commercial launch 
next year and in any case 
would bankrupt the industry. 
Nokia’s bullish sentiments co- 
incided with a slight upturn in 


ESAE if 


| its dwindling share price. 


Mediacom Communica- 
tions bought arat’s cable di- 
vision, AT&T Broadband, 


| for $2.2 billion to become 
| America’s eighth-largest cable 


company. arar sold the divi- 
sion to reduce its debts of 
around $50 billion. 


mobile-phone company, 
upped its stake in Japan Te- 
lecom to 25%, buying a fur- 
ther 10% from arar for $1.35 
billion to trump British Tele- 
com’s 20% holding. Japan Tele- 
com owns 54% of J-Phone, a 
mobile subsidiary. Heavily in- 





raise cash by selling its stake, 
perhaps to Vodafone. 


JDS Uniphase, the world’s 
largest optical-equipment 
maker, said that it would get 
rid of 3,000 employees—some 
10% of its workforce. Demand 
has slowed, particularly from 
heavily indebted telecoms 
companies. 


Gerhard Schröder, Ger- 
many’s chancellor, displayed a 
firm grasp of economics. He 
reminded disgruntled Deut- 
sche Telekom investors that 
shares “can go up or down”. 
The partly privatised company 
has suffered a recent decline 
(like the whole sector) 
prompting a group of inves- 
tors to begin legal proceedings. 
They allege financial misman- 
agement and want compensa- 
tion for their losses. The oppo- 
sition called for Ron Sommer, 
Deutsche’s chairman, to resign. 


Internet advertisements are 
going to be bigger and more 
obtrusive. The existing ban- 
ner ads have disappointed 
websites and advertisers alike; 
revenues are falling and the 
rate of “click through” is poor. 
The answer, according to the 
Internet Advertising Bureau, a 
trade body, is ads that are 
harder to ignore. Many top 
websites have agreed to try it. 


Running repairs 


DaimlerChrysler, the 
world’s fifth-largest car maker, 
formally announced a restruc- 
turing plan. It predicted a 
rapid return to profitability for 
its loss-making Chrysler unit 
by 2002 and said that 9,500 
jobs would go at struggling 
Mitsubishi Motors, in 
which it has a 34% stake. It 
had previously announced 
26,000 job losses at Daimler- 
Chrysler. Investors were un- 
impressed; the firm’s shares 
and credit rating declined. 


Dentsu, one of the world’s 








said that it planned an initial 
public offering by the end of 
the year. Reports suggested 
that up to 20% of the com- 
pany could be sold. Dentsu 
would probably use the pro- 
ceeds of up to $2 billion to 


join the global buying spree 


by big advertising firms and 
expand beyond its Japanese 
stronghold. 


Jack Welch, boss of General 
Electric, failed to convince 
the European Commission 
that an intensive four-month 
antitrust investigation into a 
$40-billion acquisition of 
Honeywell International was 
unnecessary. The commission 
fears that a combined concern 
could exploit market power in 
the supply of aircraft parts. 
“Neutron Jack” postponed his 
retirement to see the deal 
through. 


California sought to bring 
power transmission back un- 
der state control by striking a 
deal to buy the transmission 
systems of a near-bankrupt 
utility, Southern California 
Edison, for a whopping $2.76 
billion. A similar deal with 
San Diego Gas & Electric 
seemed close. Pacific Gas & 


| Electric held out for even 
| more cash. The high prices 


represent a bail-out of sorts. 





| Pilkington, a British glass 


company, made a bid to in- 
troduce greater transparency 
to its business with the un- 
veiling of its latest product, 
self-cleaning glass. This could 


| be good news for the chamois, 


a diminutive antelope that 
provides top-quality leather 
used for polishing low-tech 





| Vodafone, the world’s biggest 
| 
| 
| 
i 
| 
$ 


25% of a holding company 
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Harvard 
Leadership 
Strategy 
Impact 


Leadership Education: An Advanced Program for 
Professional Trainers, Educators and Consultants 

May 14-25, 2001 

Practitioners of leadership education learn about new skills, 
techniques and concepts for teaching and training on leadership. 


Program for Senior Executives in National and 
International Security 

August 19-31, 2001 

For civilian and military policymakers. It is designed especially for 
DOD senior executives, general and flag officers, and SES officials. 
Participants from the U.S. and abroad explore national and 
international security challenges, and search to find ways to interact 
more effectively to meet these challenges. 


Initiatives in Conflict Management: 

Planning for Civil-Military Cooperation 

May 13-20, 2001 

Presented jointly with the National Security Program and the Conflict 
Management Group, for mid-to-upper level U.S. and international 
participants from the government, military and private sectors. 
Prospective applicants are typically involved in intervention at all 
stages of conflict and reconstruction. 


Senior Executive Fellows 

April 2-27, 2001 or October 9-November 2, 2001 

For highly promising professionals (career levels equilivent to 
GS-14/-15) in the government, military, nonprofit, and private 
sectors who are preparing for positions of significant responsibility. 


Leadership for the 21st Century 

May 6-11, 2001 

Senior executives from the public, private, and nonprofit sectors 
investigate ways to exercise leadership effectively in the face of the 
toughest challenges. 


Leaders in Development: 

Managing Political and Economic Reform 

June 11-22, 2001 

For senior leaders from developing, newly industrialized and 
tronsitional countries. Focuses on the problem-solving, analytic, and 
strategic skills needed to implement mojor political and economic 
transitions and institutional change. 


Senior Managers in Government 

July 29-August 17, 2001 

For senior executives in the federal government and their private 
sector dnd international counterparts. Focuses on management of 
change, policy analysis, negotiation, leadership, strategy, and 
organizational management. 


Infrastructure in a Market Economy 

July 15-27, 2001 

Designed for senior public and private sector officials from both 
industrialized ond newly industrialized countries. Focuses on effective 
policies for implementing and regulating the private provision 

of infrastructure. 


Strategic Public Sector Negotiation 

May 21-25, 2001 

For senior level executives in government and their international 
equivalents, and senior executives in private and nonprofit 
organizations with heavy government interface. Negotiating success- 
ful formal agreements and productive informal understandings. 


Understanding the New World of Health Care 

November 3-11, 2001 

For physicians, trustees, and non-physician leaders in the health care 
industry. Explores recent trends and developments in managed care, 
health care economics, and health policy. 


For brochure and applications, please contact: 
Enrollment Services 

Phone: 617-496-0484, ext.180 Fax: 617-495-3090 
KS6_ExecEd@harvard.edu www.execprog.org 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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India’s breakthrough budget? 


DELHI 


The lip-service so long paid to economic reform by India’s government 


now starts to sound more genuine 


HE mood was grim before India’s fi- 

nance minister, Yashwant Sinha, stood 
up in Parliament on February 28th to tell the 
country where the government would try to 
lead the economy during the forthcoming 
fiscal year. Growth is said to have declined 
sharply, to what is expected to be under 6% 
in the fiscal year just ending. Farmers and in- 
dustrialists are fretting about the impending 
removal of the last import quotas (on April 
ist) and about cheap manufactures from 
China. The economic reforms that began a 
decade ago have slowed toa crawl. 

By the time Mr Sinha finished presenting 
his budget, people were feeling better on all 
three counts. He cut income-tax and interest 
rates, giving the economy an old-fashioned 
lift. He imposed high enough tariffs to reas- 
sure those producers who are most anxious 
about quantitative restrictions being lifted, 
especially car-makers and farmers. At the 
same time he shaved the peak duty on most 
items (from 38.5% to 35%) and promised tocut 
it to 20% within three years. Most heartening 
was Mr Sinha’s willingness to hack away at 
some of India’s most gnarled policies, such 
as those that limit employment and ham- 
string small business under the illusion of 
protecting them. It is where he is being most 
ambitious, though, that the government will 
have the hardest time delivering. 

Although fiscal deficits (of some 9% of 
GDP, including those of the states) are 
thought to be India’s biggest economic pro- 


blem, Mr Sinha did not present a fiercely 
austere budget. This did not seem to matter 
much—partly because the economy ap- 
pears to be slowing, partly because the defi- 
cits are a drag rather than an immediate di- 
saster. Despite them, India has $40 billion of 
foreign-exchange reserves. Mr Sinha con- 
gratulated himself for hitting this year’s un- 
ambitious deficit target for central govern- 
ment of 51% of cpr. He is aiming for a 
modest decline to 4.7% of Gpp next year. 

But the budget sows the seeds of bigger 
deficit cuts in the future. Interest rates are 
kept artificially high by government-man- 
dated rates on small savings and pensions. 
So Mr Sinha cut them, by a higher-than-ex- 
pected 1.5 percentage points, and hinted that 
he would move towards letting the market 
determine them. This is the budget’s “most 
central feature”, says Surjit Bhalla, head of 
Oxus Fund Management in Delhi. It “attacks 
the debt trap head-on” by cutting the gov- 
ernment’s interest cost, which is nearly as 
high as the deficit and by far the largest single 
item in the budget. 

Mr Sinha pleased taxpayers by dropping 
tax surcharges—of 15% for individuals and 
11% for companies—while leaving in place a 
temporary 2% surcharge to help deal with 
the effects of the earthquake in Gujarat. He 
hopes to recoup some of the revenue by tax- 
ing some previously untaxed services and 
extending a programme to catch tax dodgers. 
There is help for the capital markets, includ- 





India’s reform package 


ing a halving of tax on dividends to 10% and 
elimination of taxes on long-term capital 
gains that are invested in new equity issues. 

Mr Sinha whetted knives for four trou- 
blesome sacred cows. The simplest to dis- 
patch will be rules that restrict many activi- 
ties to small companies only, a policy that in 
effect guarantees they will be unfit for inter- 
national competition. Mr Sinha plans to end 
such reservations for 14 products in three 
industries, leather, shoes and toys. 

The other reforms will require co-opera- 
tion from a stroppy opposition and unen- 
lightened state governments. One is the dis- 
mantling of the oppressive labour-law 
regime. Mr Sinha wants to allow companies 
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NDONESIA seems fated never to have a 
good week: no matter how many things 
go right, the country is too big, too dis- 
persed and too troubled for that. This week 
was a relatively peaceful one in the sepa- 
ratist province of Aceh, with “only” 17 peo- 
ple killed. Sectarian clashes in the Moluc- 
cas were not unusually troubling. The 
recent violent protests outside parliament 
and in East Java have faded 
from the television screens. 
And with the president 
abroad, even Indonesia’s 
impeachment debate got a 
rest. Instead, this week’s 
tragedy came froma remote 
and forgotten corner of the 
country, in the form of a 
savage outbreak of violence 
in Borneo. 
The bloodshed stems 
















Wahid wanders while Borneo burns 


Kalimantan town of Sampit. The violence 
quickly spread, with Dayak attackers be- 
heading many of their Madurese victims in 
and around the provincial capital, Palang- 
karaya, and deep into the jungle. By mid- 
week, between 270 and 500 people were re- 
ported dead. Another 30,000 Madurese 
had fled the island, and thousands more 
were huddled in refugee camps. 

Adding to the tragedy 
has been the security forces’ 
pitiful response. The police 
have admitted that their 
troops fled when con- 
fronted by a group of 
Dayaks outside Sampit, 
abandoning the Madurese 
to their attackers: 118 people 








from a long-simmering 
feud between Borneo’s native Dayaks and 
migrants from the island of Madura, off the 
south-eastern coast of Java. The Madurese 
were among those—mostly Javanese— 
who had moved under the sponsorship of 
a government programme intended to re- 
lieve pressure on overpopulated areas. The 
locals in Kalimantan, the Indonesian part 
of Borneo, have long resented the incur- 
sion on their land and economic life. Their 
anger has twice led to outbreaks of killing, 
in 1997 and 1999. 

This time, the trigger appeared to be an 
attack by a small group of Dayaks in the 








were massacred as a result. 

Abdurrahman Wahid, the president, 
has been criticised for failing to cut short a 
foreign trip, though the vice-president, 
Megawati Sukarnoputtri, did visit Kaliman- 
tan this week. Amien Rais, a former mem- 
ber of the ruling coalition who now wants 
the president impeached, blasted Mr Wa- 
hid for having “a cup of tea overseas”. The 
president claimed all was in control, and 
that the armed forces had told him so. He 
could not have cited a less reliable source. 

As happened after two previous out- 
breaks of violence in Borneo, the survivors 
of this week’s massacre will probably have 
to abandon Kalimantan for good. Eventu- 
ally, the slaughter will be overshadowed 
by drama elsewhere in the vast island 
chain of 210m people, and the problems in 
Kalimantan will be left to fester—until 
they again cry out for attention. 








with fewer than 1,000 employees to be able 
to lay off workers without government per- 
mission; the new ceiling is 100 employees. To 
promote outsourcing, he suggests ending a 
ban on contract labour. These ideas drew 
shouts of anger from the assembled mem- 
bers of parliament, who must endorse them. 

It is mainly up to the states to clean up 
the mess India has made of its electricity in- 
dustry. The losses of the state electricity 
boards, which generate and distribute much 
of the country’s power, come to 240 billion 
rupees a year (about $5 billion, or 1.2% of 
GDP). Their bankruptcy means erratic power 
supplies and high costs for businesses that 
cannot afford interruptions. The threat of 
default by Maharashtra’s electricity board 
on payments to an American-owned power 
plant is rattling the confidence of all foreign 
investors in India. For his part, Mr Sinha 
plans to make some financial aid to states 
contingent on reforms, such as the metering 
of all customers and the setting of tariffs by 
independent regulators. 

Mr Sinha aims to raise 120 billion rupees 
next year from privatisation, bravely in light 
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of the government's failure to come any- 
where close to this year’s less ambitious tar- 
get. The ministries that run privatisable com- 
panies hate the idea, as does the opposition. 
The government has just agreed to its sec- 
ond-ever “strategic sale”, of an aluminium 
company. A fuss by the opposition has 
forced the government to put the deal to a 
parliamentary debate, though it promises to 
go ahead. The government bases its plans for 
next year on the experience it has now ac- 
quired in selling stakes in enterprises to firms 
that will manage them, and the priming of 
several for at least partial privatisation. 
These include two airlines, the biggest car 
manufacturer anda telecoms company. 

The budget sent share prices soaring and 
prompted economists to raise their growth 
forecasts for the next fiscal year. Lower tax 
and interest rates and an array of sops are a 
big part of the reason. The enthusiasm must 
also reflect the hope that, in its upper 
reaches, India’s government is no longer a 
half-hearted defender of economic reforms 
but their champion. 





China 


The same to 
you, too 


BEIJING 


ONSIDERING how much it loathes the 

Falun Gong spiritual movement, and 
how deeply it resents the West’s persistent 
interest in its treatment of China’s citizens, 
the past week has been an annoying one in- 
deed for the Chinese government, which 
has found itself having to talk about little 
else. Accusations and criticisms have come 
in from all directions and the Chinese have 
responded in kind. 

Inacombative visit to Beijing, Mary Rob- 
inson, the un’s high commissioner for hu- 
man rights, told Chinese leaders she was 
concerned about thousands of cases of se- 
vere abuse reported to her office. She urged 
the abolition of China’s “re-education- 
through-labour” system, an innocuous term 
for its brutal gulag. The system, long used to 
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handle drug offenders and prostitutes—-and 
more recently the stubborn people whocon- 
tinue to perform Falun Gong exercises in the 
face of a government ban—was inherently 
arbitrary and lacking in proper legal proce- 
dures. Nonsense, said Liu Jing. Recently in- 
stalled as head of the government's new Of- 
fice for the Prevention and Handling of Cults 
(ie, the Falun Gong), Mr Liu said inmates at 
the camps have adequate recourse to ad- 
ministrative appeals, and officials anyway 
treat these inmates as “teachers treat their 
students, doctors treat their patients, and 
parents teach their children”. Mrs Robin- 
son's problem, he said, was that she simply 
had a poor understanding of the Falun 
Gong’s evil, cultish nature. 

Not to be outdone, Mrs Robinson told re~- 
porters several hours later that she had no 
desire to debate the nature of the Falun 
Gong. She simply insisted “that individual 
Falun Gong members have human rights 
that must be respected” and said it was clear 
their rights were now being disregarded on a 
large scale throughout China. She also took 
the opportunity to discuss with Chinese 
leaders allegations made this month in a re- 
port by Amnesty International. Dismissed 
by China as sheer rumour, the report said 
torture and killings remain “widespread and 
systemic” in China’s penal system. 

Such bickering aside, Mrs Robinson did 
see her way to praise the significant progress 
she had observed in China's overall efforts to 
foster the concept of the rule of law. And she 
expressed hopes that China’s parliament, 
the National People’s Congress (nrc), would 
attend to human rights in its annual plenary 
session, due to begin on March sth. 

The day after her departure from Beijing, 
the nec obliged in part when its standing 
committee ratified the un’s “international 
covenant on economic, social and cultural 
rights”, China declined, however, to commit 
itself to clauses in the covenant giving work- 
ers the right to form unions and to strike. Mrs 
Robinson had said that any such reserva- 
tions would be “extremely disappointing”. 

In another spirited exchange, China 
then traded insults with the United States, 
whose State Department on February 26th 
reported a dramatic worsening of China’s 
human-rights performance last year. It cited 
not only the crackdown on the Falun Gong, 
but also the mistreatment of ethnic minor- 
ities, underground Christians and political 
activists. Mention was made too of an ap- 
parent erosion in Hong Kong’s freedoms. The 
report claimed that more than 100 Falun 
Gong practitioners had died as a result of 
torture or mistreatment in custody. 

China promptly struck back with its 
own catalogue of human-rights problems in 
America. American democracy, it said, is “a 
rich man’s game” and a “myth”, pointing to 
the recent presidential election. Gun vio- 
lence is rampant, China said, juveniles are 
routinely imprisoned and executed, health 
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care is lacking, the wealth gap growing. 
Unfriendlier still, America also an- 
nounced its intention to sponsor a UN reso- 
lution later this month condemning China’s 
human-rights offences. Various administra- 
tions have done this before, but often half- 
heartedly. China, meanwhile, has lobbied 
other un members skilfully each year, and 
managed always to keep any resolution 
from passing. The fate of the resolution this 
time may well depend on whether the Euro- 
pean Union chooses to support it. In recent 
years, it has declined to do so, but last year 
only after an anguished internal debate. 
Paradoxically, the resolution may be 
helped along by China’s success in persuad- 
ing the Americans and others to stop threat- 
ening rights-related trade sanctions. China 
has long insisted that trade and human 
rights must not be mixed, and foreign busi- 
ness has agreed. With the debate now settled 
in China’s favour, however, it is hard to 
avoid the conclusion that the annual session 
of the un Human Rights Commission is just 
the place to air China’s lamentable record. 
Whatelse, after all, is the session for? ~.. 
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HEN the Soviet Union br p ten 

years ago, the leaders of Cen ral Asia's 
newly independent states felt safe from pos- 
sible attacks on their region. Their main con- 
cern was to promote order, economic reform 
and the assertion of power for themselves 
and their families. They were jolted out of 
their complacency by bomb blasts in Tash- 
kent, the capital of Uzbekistan, in February 
1999 and an attack by Islamic militants in 
Kirgizstan in August. Last year Islamists 
again attacked both countries. 

Although Kazakhstan was not directly 
affected by these attacks, they have alerted 
the country to look to its defences. President 
Nursultan Nazarbaev has set about making 
Kazakhstan’s armed forces capable of deal- 
ing with what he believes are the main 
threats to the state: terrorism as a result of re- 
ligious extremism, and organised crime. 





| Kazakhstan is not a direct neighbour, the 
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He is strengthening defences in the 
south, in the mountainous border regions 
from which an Islamic incursion might 
come. He wants his soldiers to be more mo- 
bile. Sniper groups are being formed. Villag- 
ers with local knowledge of the terrain are 
being recruited as guides. The country’s de- 
fence budget has been more than doubled 
this year to $171m, or 1% of Gop. Soldiers’ pay 
is to go up by 30-40%. 

One difficulty is that Kazakhstan’s bor- 
ders were not clearly defined in Soviet times, 
soitis difficult to decide what is a “border in- 
cursion”. Kazakhstan has 14,000km (8,750 
miles) of borders with neighbouring states. It 
has agreed on its border with China, but it is 
still negotiating with Russia, Kirgizstan, Uz- 
bekistan and Turkmenistan. Bulat Sultanov, 
of Kazakhstan’s Institute of Stratgic Studies, 
worries that “our border troops cannot carry 
out any operations because there is no legal 
basis for them.” 

Last year, Uzbek border guards entered 
southern Kazakhstan and claimed a stretch 
of land. Since then, there have been several 
brushes between Uzbeks and Kazakhs, 
mostly villagers unclear about which coun- 
try they are living in. All this is a distraction 
from the task of making the south of Kaz- 
akhstan more secure. 

Then there is Afghanistan. Although 


fiercely Islamic Taliban who control most of 
Afghanistan are a worry to all of Central 
Asia. They are believed to provide training 
for extremists, among them the Islamic 
Movement of Uzbekistan (imu), which 
wants to set up a caliphate in the Fergana 
valley, where Kirgizstan, Tajikistan and Uz- 
bekistan meet. The imu was said to be be- 
hind the attacks in Kirgizstan and Uzbeki- 
stan in the past two years and is thought to 
be preparing another assault before long. 

Most of Kazakhstan’s military equip- 
ment dates back to the Soviet period. Replac- 
ing, say, old helicopters used in the border 
areas will be expensive, but necessary. In 
January a Mi-8 helicopter crashed in the 
south, injuring the defence minister, Sat Tok- 
pakbaev, who was aboard. Another helicop-~ 
ter crashed near the Chinese border two 
weeks ago, killing six people. 

Kazakhstan will receive arms from Rus- 
sia worth $20m this year as part of its annual 
payment forthe use of a space-rocket 
site at Baikonur. It is due to receive 
over $4m from the United States to 
improve border security. The govern- 
ment might also consider some non- 
military measures. Government re- 
pression and mismanagement help 
to nourish extremism and terrorism 
in Central Asia. An effort to improve 
social and economic conditions and 
freedom of expression might make 
Kazakhstan less fertile ground for 
militant zealots. 
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Publish and be chastised 


KUALA LUMPUR AND BANGKOK 


With so many politicians railing against the media, might something good be 


happening? 


N LATE 1998, while the leaders of various 

countries in Asia and the Pacific gathered 
in Malaysia, local protesters denounced the 
treatment of Anwar Ibrahim, who had re- 
cently been sacked as deputy prime minis- 
ter, arrested, and then beaten while in cus- 
tody. Mr Anwar’s photogenic black eye had 
been splashed on magazine covers across 
the world, bringing an avalanche of foreign 
criticism down on the government of Ma- 
hathir Mohamad. So, after dispersing the 
small crowd of protesters with water can- 
non, a local police chief boasted of having 
ordered that one of the cannons should be 
turned on foreign journalists. Since they 
were the cause of all the trouble, he reck- 
oned, the protest would break up once the 
foreign media were dealt with. 

Many politicians in the region seem to 
share his attitude. In Indonesia, for instance, 
though coverage of Jakarta politics and cor- 
ruption has become fair game since the fall 
of President Suharto in May 1998, the govern- 
ment is uneasy about the reporting of the 
mayhem in distant provinces. It has recently 
hinted at barring foreign journalists from 
such incendiary places as Aceh, Irian Jaya 
and the Moluccas. A parliamentary commit- 
tee is debating a law that would punish re- 
ports that “underscore violence”. 

Thailand’s new prime minister, Thaksin 
Shinawatra, has also butted heads with the 
media. In January, after his Thais Love Thais 
party had won a thumping election victory, 
foreign journalists spoiled the fun by asking 
awkward questions. They dwelt on his vast 


telecoms empire, on his expensive campaign 
promises, on his recent indictment by an 
anti-corruption body, and on his half- 
hearted endorsement of Thailand’s new 
democratic institutions. Although Thai- 
land’s treatment of the press is far more lib- 
eral than Malaysia’s, Mr Thaksin has already 
taken a page from Dr Mahathir’s book, argu- 
ing that only Thais really understand Thais 
and that foreigners are biased against him 
because of his assertiveness. 

Yet it is not just foreigners but also many 
local journalists and civic groups that are 
distressed by Mr Thaksin's ascendance. Last 
month, irv, a supposedly independent tele- 
vision station, sacked 23 staff who had com- 
plained about its election coverage, arguing 
that it had become uncritical of Mr Thaksin, 
whose Shin Corporation is its largest share- 
holder. Civic groups openly worry that he 
will appoint his cronies to a new national 
broadcasting commission. Some local pa- 
pers have been downright hostile. 

Elsewhere in South-East Asia, too, local 
media can be just as pesky as foreign ones in 
holding governments accountable—and are 
far more influential on the domestic stage. In 
Indonesia, local broadcasters have been 
quick to condemn the proposed new media 
law, arguing that it would stifle their cover- 
age. And then there is the Philippines, home 
to the region’s freest press, where people 
power may have taken the credit for bring- 
ing down former President Joseph Estrada 
but media power did much of the work. 

Singapore remains a model of tameness 
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as far as its press is concerned, but even in 
Malaysia a few local journalists have dis- 
tanced themselves from the sycophantic 
mainstream media to provide critical cover- 
age of the government. The most notable are 
those at Malaysiakini.com, an online news 
outlet which has consequently found itself 
under attack for allegedly taking money 
from George Soros, an investor who is the 
pet hate of Malaysia’s officials. This week, 
Malaysiakini.com published its financial re- 
cords in an effort to refute these claims. Its 
editor, Steven Gan, admits that his site is 
partly paid for by the South-East Asian Press 
Alliance, which in turn has taken money 
from Mr Soros. But he says that Mr Soros’s 
money went to another cause. 

Still, despite a few outlets such as Mr 
Gan’s, the chasm between local and foreign 
media sets Malaysia apart from its three lib- 
eralising neighbours. More than two years 
after Mr Anwar’s black eye, the government 
still has not come to terms with foreigners’ 
coverage of the country. It still resorts to im- 
pounding or delaying foreign magazines to 
whose contents it takes exception. Last week, 
a new joint committee of the information 
and foreign ministries announced it would 
recommend new ways “to counter the for- 
eign media attacks”. 

In fairness to Malaysia’s government, 
many opposition leaders also seem to think 
that the foreign press is their faithful ally. Mr 
Anwar’s wife, Wan Azizah Ismail, who leads 
the Keadilan party, has been known to ask 
foreign journalists which questions she 
should raise in parliament. 

Moreover, at least one of Dr Mahathir’s 
complaints seems accurate. In their articles 
exposing the fallout from the Anwar trial, 
many foreign journalists tended to exagger- 
ate the strength of Malaysia’s opposition, 
both within and outside Dr Mahathir’s Un- 
ited Malay National Organisation. Although 
there were no reliable polls, it has long been 
clear that many Malaysians supported the 
prime minister's approach. 

Still, foreign coverage of Malaysia is a 
model of neutrality compared with the local 
variety. At the ruling party’s annual meet- 
ings, local journalists often cheer the speak- 
ers while they watch on closed-circuit televi- 
sion. They have been vicious in their attacks 
on Mr Gan. By contrast, it was the Far East- 
ern Economic Review, a foreign magazine 
that the government loathes (and im- 
pounded this week), which reported Mr So- 
ros’s “connection” to Malaysiakini.com. 

For all its bluster, however, Malaysia’s 
latest initiative is unlikely tochange much. A 
spokesman at the information ministry says 
that it will continue to contest unwelcome 
reporting through oral denunciations and 
letters to editors. The bigger worries may be 
those in Thailand. Its famously free press 
may not be independent enough for what- 
ever Mr Thaksin has in mind. 
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The great exploding tax cut 


WASHINGTON, OC 


George Bush has made a bold tax cut the defining issue of his presidency. It is 


risky economics, and risky politics too 


IX weeks into his presidency, the salient 

fact about George Bush is that he has the 
lowest opinion-poll rating of any president 
at this stage for the past 50 years (since, in- 
deed, Republicans last held the White House 
and both houses of Congress). That was be- 
fore his recent address to Congress—his first 
big public-policy speech. His popularity will 
rise after it; that always happens. But the gap 
will remain. Bill Clinton’s rating at this point 
was 63%. George Bush senior’s was 76%. 
George W.’s is 55%. 

This is a useful warning against any false 
sense of optimism engendered by what has 
been, by any measure, a successful start to 
the presidency. Appointments have gone 
smoothly, and there have been no unforced 
errors. Yet Mr Bush’s poll rating shows that 
America’s political environment has not 
changed fundamentally since November. 
Only 22% of respondents to a recent poll in 
the Washington Post said that cutting taxes 
should be his top priority; 35% said he should 
concentrate on boosting programmes such 
as education and health care. The partisan 
divide is deeper than can be bridged by a 
month of calm presidential conduct. 

This mandate-less environment is forc- 
ing Mr Bush to focus what little political cap- 
ital he has, largely on one part 
of his policy agenda. Paradox- 
ically (or bravely, according to 
choice), he has settled on the 
very part that voters seem 
most sceptical about. Recall 
that during the campaign he 
laid out an ambitious array of 
promises: to reform Medicare 
and partially privatise Social 
Security; to deploy a national 
missile-defence system and 
rebuild the armed forces; to 
boost education spending; 
and to cut taxes. 

During the first half of his 
speech to Congress, he ad- 
dressed each of these prom- 
ises as if he were genuinely 
starting todeliver on them.On 
education, he is. He wants 
federal spending to rise by 
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11.5% next year. As part of his drive to unleash 
charity, he proposes to give more people tax 
breaks on their charitable donations. 

But consider what is happening to the 
other bits of the agenda. He has set up a 
presidential commission on reforming So- 
cial Security. Nothing wrong with that: re- 
forms like this take years. But this new one 
simply means that the political fight over re- 
form has been booted down the road. Medi- 
care is likely to meet the same fate; so is de- 
fence, which is also subject to a review and 
may end up the biggest victim of Mr Bush’s 
need to accord priorities to his promises. 
There is nothing in his proposed budget that 
would remotely finance, say, the $900 bil- 
lion-worth of high-tech weaponry that the 
Joint Chiefs of Staff want. Even a more mod- 
est modernisation depends on the existence 
of a $1-trillion “contingency fund” that may 
turn out not to exist. 

So that leaves the tax cut. In the speech, 
Mr Bush presented this as a refund to tax- 
payers after his spending promises have 
been fulfilled. But it is more than merely a re- 
sidual. It has become the defining issue of his 
presidency, the square on which he has 
plunked his political capital. 

In doing so, he is running straight into the 








story of the great exploding tax cut. His target 
for tax reduction, he says, is $1.6 trillion over 
ten years. It is, he points out, about 1.5% of 
forecast cpr over the period. That is less 
than a third of the total forecast surplus. Yet 
this immovable, affordable target is not quite 
what it seems. 

Last year, when the figure of $1.6 trillion 
was bandied about, it referred to the sum of 
the proposed tax cuts for 2001-11 (then $1.3 
trillion) and the roughly $300 billion in extra 
interest charges that are incurred when tax 
cuts leave the national debt higher than it 
would otherwise have been. The current $1.6 
trillion refers to something else: tax cuts 
alone for the period 2002-11. In addition, the 
government will incur extra interest costs, 


and these are now closer to $400 billion be- 


cause the tax cut is larger. The budgetary cost 
of Mr Bush’s $1.6 trillion tax cut is now getting 
on for $2 trillion. 

Itdoes notend there. On top of this come 
three more charges which are not required 
(and do not appear in the budget) but might 
be unavoidable. First, there are _ 
roughly $i00 billion of tax 
breaks (mostly for companies) 
which have been renewed 
regularly for a decade. For- 
mally, they expire this year. 
History tells you they will be 
renewed and ought to be in- 
cluded in the calculations. 

Next comes the so-called 
alternative minimum tax, a 
sort of expanding safety-net in 
the income-tax code designed 
to ensure that higher-rate tax- 
payers cannot use exemptions 
to avoid taxes altogether. Ac- 
cording to Bill Gale of the 
Brookings Institution, it would 
cost $130 billion merely to keep 
the amr from affecting more 
people by 2010 than it does to- 
day, regardless of any tax cut; 
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and if you want to ensure the amr does not 
get in the way of cutting taxes, the sum rises 
to $380 billion. 

Lastly, Mr Bush has said he would like to 
backdate some of the tax relief to the start of 
this year (normally the budget and the tax 
cuts come into force in October). Depending 
on what is made retroactive, the cost could 
either be trivial or (say Democrats) more 
than $100 billion. Add all that together and 
the total cost of the “$1.6 trillion” tax cut ends 
up anywhere between $2.1 trillion and more 
than $2.6 trillion. 

Now do the budget sums the other way, 
starting with the surplus. The ten-year total 
surplus, says the president’s budget, will be 
$5.6 trillion. Of this, $2.6 trillion lies in the So- 
cial Security Trust Fund which, by law, can- 
not be used for anything except Social Secu- 
rity and paying down debt. Another $400 
billion may be off-limits in the Medicare 
budget in the same way. So the usable (on- 
budget) surplus may be only $2.6 trillion. 
Subtract the tax cut from that, and what is 
left after financing the operations of govern- 
ment is somewhere between zero and $500 
. billion—not the almost $1 trillion contin- 
gency fund that the administration says it 
has set aside. Most of the on-budget surplus 
is now going back to taxpayers. 

There is a strong case for that. After all, as 
Mr Bush likes to say, they earned it. And even 
on his assumptions, Mr Bush would be able 
to pay off all but $1 trillion of the national 
debt, which is as low as you can go without 
trying to buy back non-maturing debt that 
people might not be willing to sell. 

It is true, as these calculations show, that 
there would be less slack in the budget than 
the administration claims. Against that, 
many of its assumptions are cautious, so 
things could turn out better than expected. 
For example, Mr Bush’s ten-year forecasts 
for cpr are below the so-called “blue chip 
consensus” of leading forecasters. The esti- 
mates of revenue growth as a share of Gpp 
are even more conservative than Mr Clin- 
ton’s were, and those turned out to be under- 
estimates almost every year. 

Yet there remains a huge problem on the 
spending side. Mr Bush’s budget assumes 
that he will be able to persuade Congress to 
keep the growth in discretionary spending 
down to 4% next year. That compares with 
an average of 6% in the past three years and 
9% last year. Over the next decade, he wants 
to keep real discretionary spending constant. 
He makes no allowance for population 
growth, and hence his budget implies a drop 
in real spending per citizen. Moreover, this 
(unfeasibly low) level of overall spending al- 
lows for increases in Mr Bush’s priority areas, 
such as education. Other areas, including ag- 
riculture, see outright cuts this year. Such fru- 
gality, argues the administration, can be 
achieved by banning pork-barrel projects 
and budgetary gimmicks. Good luck. Last 
year congressional Republicans agreed to 
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extremely tough overall spending figures, 
only to ignore them completely later on. 
With Republicans in control of all three 
branches, Mr Bush cannot do Mr Clinton’s 
trick of vetoing spending bills, backing up 
the veto by threatening to close down the 
government, and blaming the other side. 
Sifting through this evidence, then, a 
prudent observer would conclude that Mr 
Bush’s spending figures are too low, while 
the cost of his tax plan is underestimated. 
The president’s budget looks too good to be 
true. Unless revenues and cpp both rise 
more than expected, something will have to 
give. It will probably be either shiny new 
guns, or fiscal prudence. 
= 





Trade policy 


Whoduzzit? 


WASHINGTON, DC 


NLIKE most countries, America has no 

trade minister. That’s fine as long as 
someone emerges as the pre-eminent force 
on trade issues, as Charlene Barshefsky, the 
former trade representative, did in the last 
administration. But in the supposedly tight 
ship run by George Bush, trade policy finds 
itself down in the galley—caught by hungry 
wonks in a tug-of-war in which personal 
stature, as well as ideology, is at stake. 


The power-grab began in the White 
House before Ms Barshefsky’s successor was 
named. Both Lawrence Lindsey, the presi- 
dent’s chief economic adviser, and Con- 
doleezza Rice, the national security adviser, 
made early claims on the trade brief. Mr 
Lindsey, despite the domestic focus that has 
hitherto dominated his career, wants a say in 
all things economic. Ms Rice, a student of po- 
litical economy but no expert on multilateral 
negotiations, believes that international 
trade helps to determine national security. 

Of the two, Mr Lindsey is closer to the 
president’s ear. Nevertheless, their dual 
claim has led to the unprecedented appoint- 
ment of a joint underling: Gary Edson, the 
deputy assistant for international economic 
affairs, who started work this week. Mr Ed- 
son, who served as chief of staff for the pre- 
vious Bush administration’s trade represen- 
tative, Carla Hills, will report to Mr Lindsey 
and Ms Rice. Mr Edson recently added a big 
gun to his team in the person of Peter All- 
geier, a framer of the Free-Trade Agreement 
of the Americas. 

Another White House trademonger and 
veteran of the first Bush administration is 
Joshua Bolten. Mr Bolten, the president's 
deputy chief of staff, was Ms Hills’s general 
counsel for three years. Karl Rove, one of the 
president’s most trusted backroom voices 
on virtually every issue, is nominally his 
subordinate. Mr Bolten was widely cited as a 
contender for the post of trade represen- 
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tative, now filled by Robert Zoellick, and he 
will lead the effort to reinstate trade promo- 
tion authority (rTPA) for his boss. Formerly 
known as “fast-track”, TPA allows the presi- 
dent to negotiate details of trade pacts with- 
out congressional interference. 

Mr Zoellick, a protégé of James Baker 
with a thick resumé from the Reagan and 
earlier Bush administrations, may find him- 
self at odds with the White House. For start- 
ers, the battle for rea—which Ann Veneman, 
the agriculture secretary, recently called the 
administration’s top trade priority—is not an 
attractive one for Mr Zoellick to fight. His 
post might have lost its cabinet-level status 
were it not for interventions by members of 
Congress; some see him as their man at the 
big table. But Democrats in Congress also 
harbour doubts about giving up their power 
to add labour standards to trade deals, a 
practice Mr Zoellick opposes. Pushing for 
TPA will require some serious horse-trading. 

Mr Zoellick also considers engaging 
America’s biggest trading partners more im- 
portant than conquering Latin American 
markets—the favourite goal of the Bush ad- 
ministration. In a 1999 essay, Mr Zoellick 
wrote that America should concentrate on 
overhauling relations with Europe and Ja- 
pan. He repeated this point in his confirma- 
tion hearings and plans to work with Pascal 
Lamy, a long-time friend and Europe’s trade 
commissioner, to build momentum for the 
new round of multilateral trade talks. Mr 
Zoellick may find that his ideas place him 
outside Mr Bush’s inner circle. 

Paul O'Neill, the new treasury secretary, 
shares Mr Zoellick’s global outlook and car- 
ries ammunition that makes him hard to ig- 
nore: the government’s pursestrings and the 
cautious faith of corporate America. But 
Messrs O’Neill and Zoellick could both be 
trumped by Donald Evans, the commerce 
secretary. Mr Evans ran Mr Bush’s campaign 
for the White House and is the closest cabi- 
net member to the president’s ear. On the 
other hand, he could be tainted by his de- 
partment’s protectionist tendencies. 

The wild card in this race resides in the 
State Department, with the under-secretary 
for economic affairs. That person could truly 
compete for pre-eminence in trade, accord- 
ing to Sidney Weintraub, a veteran diplomat 
and scholar based at the Centre for Strategic 
and International Studies (which Mr Zoel- 
lick used to head). There’s a problem, 
though—no one has been named to the post. 

The situation in Washington is made all 
the more mysterious by the cocoon in which 
Mr Zoellick has enveloped himself. Al- 
though Messrs Evans, Lindsey and O’Neill 
and Ms Rice have all spoken to the press, Mr 
Zoellick has kept mum. He has yet to fill nine 
senior posts (including Mr Allgeier’s) on his 
staff and is expected to be incommunicado 
for a few more weeks. In the meantime, oth- 
ers may be tempted to take over. 

a 
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The Democrats and the Clintons 


UNITED STATES 


Is it time to say goodbye? 


WASHINGTON, DC 


HERE comes a point in most abusive 

relationships when the battered spouse 
decides that enough is enough. Has the 
Democratic Party finally reached the split- 
ting point with Bill Clinton? 

The most thankless task at the moment 
is trying to find Democrats who are willing to 
go on the talk shows to defend Mr Clinton’s 
decision to pardon Marc Rich (a fugitive tax- 
evader, if you’ve been on Mars). Even such 
hard-boiled loyalists as James Carville and 
Paul Begala have refused to do so. For its part, 
the liberal press is discovering the joys of 
Clinton-baiting. Bob Herbert in the New 
York Times urges the Democratic Party to 
undoits “pact with the devil’; “The man is so 
thoroughly corrupt, it’s frightening.” 

The pardon scandals give the Democrats 
their best chance of kicking the bum out for 
good. But will they? Divorces are seldom 
clean or simple. The Democrats have no ob- 
vious candidate to take Mr Clinton’s place. 
Al Gore lost a slam-dunk election. Tom 
Daschle and Richard Gephardt are on the 
dull side. Gray Davis, who looked papabile 
for a while, is now embroiled in the Califor- 
nia energy crisis. The Democratic National 
Committee is controlled by one of Mr Clin- 
ton’s protégés, Terry McAuliffe. 

And there is no evidence that the come- 
back kid will disappear voluntarily. Mr 
Clinton is likely to escape a criminal convic- 
tion over his pardons, and will then begin 
the familiar work of discrediting his critics. 
He has clearly convinced himself that he did 
nothing wrong, Don’t all presidents pardon 
dodgy figures? And don’t all serious politi- 
cians have to cut corners in order to advance 
great foreign-policy ends? Mr Clinton’s spin- 
doctors suggest that he was guilty merely of 
poor judgment: he was too tired in his last 
days in office to grasp the consequences of 
his actions, and too preoccupied with taking 
revenge on over-zealous prosecutors. 

This means that the Democratic Party 
could facea choice between two unpalatable 
options. The first, and most likely, is that it 
will remain wedded to a thoroughly tainted 
Bill Clinton. This will make it even easier for 
the Republicans to rally America’s culturally 
conservative heartland to their cause in 2004 
than it was in 2000. The second is that the 
party will repeat the mistake that Al Gore 
made last November, of trying so hard to 
distance itself from Mr Clinton that it dis- 
tances itself from Mr Clinton’s New Demo- 
cratic Agenda as well.Some Democrats, such 
as Ruy Teixeira of the Century Foundation, 
argue forcefully that the latest scandals help 
to vindicate Al Gore’s decision not just to 
keep away from his boss, but also to run ona 
populist ticket. 
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He won’t go quietly 





Still, the recent Clinton scandals have 
saved the Democratic Party from at least one 
headache: a run for the presidency by Hil- 
lary Clinton in 2004. A month ago it looked 
as if she was well-positioned to have a go at 
the party’s nomination in 2004, as the cham- 
pion of the party’s liberal wing, the spouse of 
acharismatic president and a close friend of 
Mr McAuliffe, the most successful fund- 
raiser in the party’s history. 

She is now a much diminished figure. 
Her brother’s involvement in lobbying for 
pardons (see box on next page) has raised 
suspicions that she knew what her husband 
was up to: she tried to kill such suspicions 
with a dramatic press conference in which 
she labelled her brother’s behaviour “sad”, 
“inappropriate”, “regrettable” and a “terrible 
misjudgment”. And several of the pardons 
benefitted her personally. Mr Clinton par- 
doned four New York Hasidic leaders, con- 
victed of stealing $40m in student grants, 
small business loans and housing subsidies, 
whose community voted solidly for his wife. 
Denise Rich also gave $70,000 to Mrs Clin- 
ton’s senatorial campaign. 

A recent New York Post/Zogby Interna- 
tional poll reveals that 55% of New Yorkers 
don’t believe Mrs Clinton’s claim that she 
didn’t know anything about her brother's 
part in the pardons, and only 22% believe 
that she is doing a good job as senator. The 
Hillary 2004 campaign could hardly have 
got off to a more disastrous start. 

a 
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Oh, brother 


WASHINGTON, DC 


HE Clintons have a genius for combin- 

ing high misdemeanours with low 
farce. Lately, however, the farce has been 
provided not by the Clintons themselves 
but by their relatives. 

It was bad enough that the president’s 
half-brother, Roger, a failed pop singer 
with a taste for cocaine, should celebrate 
his presidential pardon and live up to his 
Secret Service codename, “Headache”, by 
getting arrested for drunk driving. 
Then it emerged that Hillary’s 
brother, Hugh, received a 
$400,000 success fee for helping to 
secure pardons for a drug kingpin 
and a snake-oil salesman. Hil- 
lary’s little brother was forced to 
return the money, but not before 
the country had a chance to gawp 
at his belly and remember his 
failed attempt, along with her 
other brother, Tony, to corner the 
hazelnut market in the Republic 
of Georgia. 

The Clintons can at least con- 
sole themselves that they are in 
the great tradition of American 
first families. Theodore Roosevelt 
famously remarked that he could either be 
president or control his daughter, Alice: “I 
cannot possibly do both.” But Alice was a 
shrinking violet compared with Billy Car- 
ter, an irrepressible good ol’boy who mar- 
keted an eponymous brand of beer (“I 
think it’s the best I ever tasted. And I’ve 
tasted a lot”) and delighted in tormenting 
his goody-two-shoes sibling with bad be- 
haviour, such as smoking pot on the White 
House roof and urinating in public. He 





Hugh Rodham, Billy Carter, can of beer 





pushed the joke a little too far when he 
tried to act as a goodwill agent to Colonel 
Qaddafi’s Libya, a country that topped 
America’s hate-list. 

The Reagans were frequently emba- 
rassed by their offspring. Patti, an outspo- 
ken liberal and bohemian, appeared nude 
in Playboy. Ron became a ballet dancer 
and appeared on “Saturday Night Live” 
dressed in his underwear. Both Patti and 


most immediately after his father was 
elected president, costing taxpayers an es- 
timated $1 billion. He also received a loan 
of $100,000 from a colleague on the under- 
standing that he would not have to repay it 
unless the business that it was intended to 
finance turned a profit. Another Bush 
brother, Marvin, made a brief appearance 
during the recent presidential campaign to 
say that “that great sucking sound you hear 
is the sound of the media’s lips coming off 
of John McCain’s...” 

The most common sin is cashing in on 
a famous name. Richard Nixon’s brother, 
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Michael wrote tell-all books portraying 
their parents as cold and unloving. The 
Kennedy relations, of course, engaged in 
almost every sin under the sun. 

Even the Preppie Bushes were not 
spared from the curse of the miscreant rel- 
ative. Neil Bush, son of the former presid- 
netand brother of the current one, featured 
in one of the country’s biggest financial di- 
sasters. He was a director of a Colorado 
bank called Silverado, which went bust al- 





Donald, caused a scandal when it 
was revealed that he had bor- 
rowed $205,000 from Howard 
Hughes to save his fast-food chain 
(which featured _ triple-decker 
Nixonburgers). Nixon was so wor- 
ried that he might embarrass him 
again that he got the Secret Service 
to tap his phones and keep him 
under surveillance. Lyndon John- 
son’s younger brother, Sam Hous- 
ton Johnson, a self-described 
“problem drinker”, stayed on his 
brother’s political payroll for 23 
years and delighted in handing 
unauthorised “inside informa- 
tion” to the press. 

Even Abraham Lincoln had a 
relative problem in the form of his wife, 
Mary Todd. Mary’s brothers fought for the 
Confederate side in the civil war (and one 
of her sisters-in-law even espoused the 
Confederate cause while staying with her 
in the White House). Mary was also one of 
America’s first therapeutic shoppers. She 
assuaged depression by spending lavishly 
on White House decorations, doctoring of- 
ficial accounts to conceal her profligacy. At 
least she did not try to take them with her. 








St Louis 
Mayor's nest 


ST LOUIS 


LTHOUGH not known for slavishly imi- 
tating trends, St Louis appears to be on 
the verge of following New York, Chicago 
and Los Angeles in one thing. It is about to re- 
place a black mayor with a white one. 
Clarence Harmon, the incumbent, came 
to office with strong support in the white 
neighbourhoods. But Mr Harmon’s political 
incompetence hampered his administration 
from the start. An opinion poll published 
several weeks before the March 6th Demo- 
cratic primary, the only election that counts 
in the city, put his support at 6%, barely 
above the margin of error. 
The only apparently serious contest is 
between Francis Slay, the white president of 
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the board of aldermen, and Freeman Bosley, 
Mr Harmon’s predecessor. Mr Slay has 
raised more campaign money than the rest 
of the field combined and leads in the polls. 
Moreover, he has built wide support among 
all voters. His record of hiring blacks in his 
office has helped him win the backing of Earl 
Nance, a prominent black clergyman. That, 
however, has not been universally popular. 
Indeed, it has earned Mr Nance dozens of 
death threats. 

The biggest problem facing the new 
mayor is the city’s corrupt electoral arrange- 
ments. The reputation of the St Louis Board 
of Election Commissioners makes Florida’s 
look pure. In last November’s election, hun- 
dreds of registered voters were turned away 
from polling stations by staff using inaccu- 
rate records. So many outraged voters then 
swamped the courts that a judge ordered the 
polls to remain open until 1opm—until over- 
ruled by an appeals court. 


That scandal has since been surpassed. 
On the last day to register to vote in the 
Democratic primary for the mayor’s race, 
someone brought in some 3,800 voter reg- 
istration cards to the election board’s head- 
quarters. The cards, most of which were in 
the same handwriting, named children and 
dead people as new voters. A grand jury is 
now hearing evidence about the incident. 

Checks of the voters’ roll have since 
found hundreds of registrations at bogus ad- 
dresses. Perhaps inadvertently, dead voters 
have not been removed from the lists and 
changes of address of living voters have gone 
unrecorded. Missouris governor, Bob 
Holden, has hinted that he will replace the 
entire election board. Meanwhile, John Ash- 
croft, the attorney-general, who was a sena- 
tor from Missouri, is sending two federal 
monitors to St Louis to watch the election 
closely. 

m 
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A new Florida recount 


Bush wins: 
official 


NTHEeve of his first big speech to Con- 

gress, President George Bush received 
some heartening news: he may have won the 
election after all. A study of the 10,644 ballots 
in Miami-Dade County that recorded no 
machine-readable vote for president found 
that Al Gore would have gained a mere 49 
votes, even if the most liberal standard for 
counting a vote (a “faintly dimpled chad”) 
were used. 

The study was conducted by a public ac- 
counting firm and sponsored by USA Today, 
the Miami Herald and Knight-Ridder news- 
papers (owner of the Herald). Miami-Dade 
was only the first of Florida’s 67 counties that 
they have got to grips with, but it was the one 
in which Democrats were most hopeful that 


a recount would show lots more votes for Mr 
Gore. 

The Herald concludes that if Mr Gore’s 
request for a manual recount in Miami- 
Dade and three other Florida counties had 
been granted, the election outcome would 
not have changed. Earlier manual recounts 
in the three other contested counties—Bro- 
ward, Palm Beach and Volusia—combined 
with the Miami-Dade numbers show that 
Mr Gore would not have gained enough 
votes to overcome Mr Bush’s 930-vote mar- 
gin of victory. 

Meanwhile, a rival news consortium 
consisting of the New York Times, the Wall 
Street Journal, the Washington Post, Tribune 
Publishing, cnn, the Associated Press, the St 
Petersburg Times and the Palm Beach Post 
has hired the National Opinion Research 
Centre (norc) at the University of Chicago 
to analyse all 180,000 ballots in the state that 
did not register a vote when counted by 
machine, including both undervotes (no 
vote for president) and overvotes (two or 
more votes for president). “This is not a re- 


UNITED STATES 


count,” says Kirk Wolter, the Norc project 
director and a professor of statistics at the 
University of Chicago. “Were collecting 
enough information so that experts can ex- 
plore what a count would have been under 
different counting standards.” 

Three “coders”, trained by Norc, will 
evaluate each of the ballots in question. Each 
coder will make an independent assessment 
of how the ballot has been marked (one cor- 
ner detached, two corners detached, etc). In 
addition to shedding light on the vote tally, 
the study will record the degree of “inter- 
coder variability”, or the number of cases in 
which coders examining the same ballot re- 
cord different impressions of how it has 
been marked. Several kinds of voting ma- 
chines are used in Florida, and some may 
produce ballots more subject to debate than 
others, says Mr Wolter. 

Mr Bush will stay snug in the White 
House regardless. But here’s hoping all this 
after-counting will improve procedures 
next time; for if not, there’s little point in it. 
= 
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SEATTLE 


ATE winter had been calm in Seattle: lit- 
tle rain, lots of sun. That tranquillity 
came to an abrupt halt at 10.55 am on Feb- 
ruary 28th, when a sudden, sharp earth- 
quake injured dozens of people, sent piles 
of bricks tumbling on to city streets and, in- 
terrupted a speech to teachers by the head 
of Microsoft, Bill Gates. One man died of a 
heart attack. 
The quake started with ajolt and lasted 
more than 20 seconds, plenty of time for 


Better get that seismic retrofit 








A storm in a latte—mug 


residents to notice the ground rippling like 
ocean surf beneath their feet. With a mag- 
nitude of 6.8, it was the sharpest shock in 
the region since 1949. And although its im- 
pact may seem almost risibly small, espe- 
cially by the world’s recent standards, this 
was in fact an exceedingly close call. A 7.2- 
magnitude earthquake in Kobe, Japan, in 
1995 killed 6,000 people. 

Like Kobe, much of Seattle is built on 
soft fill, which turns to pudding in a pro- 
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longed earthquake. Such areas, in fact, sus- 
tained the worst damage on Wednesday. A 
dock for one of the city’s commuter ferries 
was closed after the parking deck buckled 
because of the quake, and many buildings 
were closed until they could be checked to 
ensure safety. Had the quake lasted per- 
haps ten seconds more, damage could 
have been much worse. 

Seattle is well aware thatan earthquake 
may one day devastate this region. The 
February 28th shock was a “deep earth” 
quake, occurring well beneath the earth’s 
surface about 30 miles south-west of the 
city. Shallow shocks are more dangerous. 
And the real risk is much closer, in the 
shape of a giant fault that bisects down- 
town Seattle and is believed to be responsi- 
ble for an earthquake that occurred per- 
haps 1,000 years ago and caused some 
areas to rise or fall by as much as seven feet. 

Better engineering, derived from les- 
sons harshly learned in Japan, California 
and elsewhere, has produced buildings 
that are much more earthquake-resistant. 
The headquarters of Starbucks, for in- 
stance, recently had an $8m seismic retrofit 
that seemed to serve it well on Wednesday, 
even though the building, erected in the 
19208, sits on sand and soil that once com- 
prised one of the city’s infamously steep 
hills, levelled with high-pressure water 90 
years ago. 

Still, the rarity of earthquakes in the re- 
gion means that many vulnerable build- 
ings remain standing. Why? Because they 
simply haven’t been weeded out. Seattle’s 
citizens hope no such weeding takes place 
soon, but have been reminded how 
quickly it might. 
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Bipartisanship by dinner party 


HE guests lean back, their legs forming a double chorus-line of 

polished brogues and tasselled loafers. Senator Joe Lieberman 
of Connecticut calls the gathering “Washington’s last salon”. Mark 
Bloomfield, the host, jokes that it ought to be “Washington’s last 
saloon” to honour George Bush’s Texans. 

This is the monthly dinner of the American Council for Capi- 
tal Formation, one of those institutions that no one beyond the 
Beltway has heard of (and not many within it). Politics by dinner 
party is a Washington habit. All over town, politicians gather to 
plot plots, talk tactics and schmooze. The council does not have the 
stop-the-traffic power of a recent evening chez Katharine Gra- 
ham, doyenne of the Washington Post (the guest list included Pres- 
ident Bush, Alan Greenspan, Bill Gates, Warren Buffett and Colin 
Powell). But it has practical value: for 25 years, Washington’s influ- 
ence-peddlers, both Republican and Democratic, have met away 
from the cameras and grandstanding to discuss the issues of the 
day and, on occasion, help steer economic policy. The issue of this 
day: bipartisanship and taxes. 

Good choice. In the weeks 
before Mr Bush’s budget pro- 
posal, a handful of Republican 
senators from the north-east 
have said they will not support 
his tax cut. This Yankee rebel- 
lion has gone largely unno- 
ticed, eclipsed, like much else, 
by the brouhaha over Bill Clin- 
ton’s pardons. Yet it is impor- 
tant. With the Senate tied, Mr 
Bush has lost his majority there 
over taxes and his tax cut now 
depends on Democrats. 

To listen to the senior 
Democrat at dinner, that may 
not be much ofa problem. Evan 
Bayh is a senator from Indiana 
and has just succeeded Mr Lie- 
berman as chairman of the 
Democratic Leadership Coun- 
cil, the organisation for centrist 
Democrats. He lays out what might be called the position of offi- 
cial optimism: bipartisanship is more attainable now because the 
narrow margins of political control mean nothing can be done 
without the other side. Twenty of the 50 Democratic senators come 
from the moderate camp;one, Zell Miller of Georgia, co-sponsored 
an early tax-cut bill in the Senate. The election has slightly. in- 
creased the influence of moderate Republicans. Everyone is under 
pressure from constituents not to descend into bickering, Beyond 
that lies simple fear: Democrats do not want to scupper a tax cut 
and then find they get the blame for a recession, if there is one. 

So, says Mr Bayh, both sides can gravitate towards the middle 


| -on a number of policy goals. Education, for example, is “90% 
agreed upon” (vouchers and more spending make up the 10%). A 


modest pension reform is possible, short of privatising Social Se- 
curity. There will be a tax cut. The main differences are on the de- 
sign of the cut. Democrats are keener on reducing the bottom tax 
rate than the top. They want to cut payroll taxes as well as income 
taxes (payroll taxes are more regressive, and weigh more heavily 
on the middle class). They also want income-tax cuts tied to debt 
reduction through a “trigger mechanism” (Mr Greenspan has sug- 
gested that tax cuts could be triggered by progress in cutting the 
national debt). The disagreements sound marginal and bridgeable. 





In the spectrum of opinion on taxes, the participants at dinner 
are all bunched in the middle. The Republicans among them are 
not the fire-breathing conservatives who reckon the proposed tax 
cut is too small and want to push for the full amount (now around 
$2.5 trillion) without wortying what Democrats think. The Demo- 
crats are not among the big-spenders who think Mr Bush’s num- 
bers are wrong, that his spending restraints are too tight and that it 
is impossible to cut taxes and the deficit together. The guests per- 
sonify bipartisanship. They include a Republican from the power- 
ful Ways and Means Committee whose district voted for Al Gore; 
a Democrat from North Dakota whose constituents voted for Mr 
Bush; and the chairman of the Wednesday Group, a gathering of 
centrist Republicans. 

Yet as soon as they get down to business, bipartisanship takes a 
back seat. Phil English, the Republican on the Ways and Means 
committee, objects to a trigger mechanism because it would im- 
pede predictability in tax policy: no one would know from year to 
year how big their taxes would 
be, or whether there would be a 
cut. Jim Kolbe of the Wednes- 
day Group fears the trigger 
would, in practice, produce in- 
centives to spend: in a year or 
so, the tax cut would have been 
passed and forgotten, leaving 
every pork-barrel politician to 
concentrate on what he or she 
likes best: bringing the bacon 
home to the district. Charlie 
Stenholm, a conservative 
Democrat from Texas, objects 
to the tax cut more funda- 
mentally. It should, he thinks, 
be calculated each year, in the 
context of the annual budget, 
not presented, in splendid iso- 
lation, over ten years, Other- 
wise fiscal prudence will be 
wrecked, and so, he fears, 
would bipartisan agreement on 
other matters, such as reforming Social Security. Even if the tax cut 
were passed with the support of some Democrats, and even if Mr 
Bush still had political capital left to spend on Social Security, his 
potential Democratic supporters (Mr Stenholm reckons) would 
not. So bipartisan support in one area might come at the expense of 
cross-party support in another. 

As the evening wears on, comity begins to reassert itself. Every- 
one agrees that Mr Bush will get a handful of Democrats to sup- 
port his budget. Both sides will have to give and take, if only be- 
cause, as Mr English puts it, voters want “the atmospherics of 
bipartisanship”. At the least, everyone agrees, bipartisanship is a 
means of securing individual deals. 

But beyond that, there is little agreement. If the economy picks 
up again soon, Democrats will lose their fear of being blamed for a 
recession, and their support for tax cuts will recede. In practice, bi- 
partisan agreement will be limited toa few policy areas. At bestitis 
a recipe for a short legislative agenda and narrow achievements, 
rather than for fundamental change in the ways of Washington. 

And on that note dinner ends, amicably enough. Politicians 
and business people swap cards. And the congressmen and sena- 
tors go out into the night, sharing taxis and pleasantries, but not a 
governing principle. 
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Subcomandante Marcos: the 
Mexican grand tour 


CANCUN 


Mexico’s government and the Zapatist rebels are conducting a war—a war for 


the hearts and minds of Mexicans 


ROTESTERS and journalists had the 

same dilemma last weekend. Should they 
head down to the Caribbean resort of Can- 
cun for a meeting held by the World Econ- 
omic Forum, where half the government 
was in shirtsleeves discussing Mexico’s fu- 
ture? Or should they travel to the south-east- 
ern state of Chiapas for the caravan-cum- 
roadshow organised by the Zapatist rebels, 
who had left their jungle enclave for the first 
time in seven years and were wending their 
way towards Mexico city to discuss the fu- 
ture of the country’s Indians? 

A dozen youths were sent to hospital 
after clashes with the police in Cancun. But, 
in the end, the Zapatour won hands down. 
No new policies were announced in Can- 
cun, and the few hundred “globalophobes” 
who braved police roadblocks and beatings 
to get there quickly gave up hope of repeat- 
ing the disruption achieved in Seattle and 
Prague. The police were out in force; and, be- 
sides, the conference centre was at the far 
end of Cancun’s best security feature, a 
20km (13-mile) corridor of high-class hotels. 

The Zapatour—which will be joined by 
hundreds of foreign supporters, among 
them Jose Saramago, a Portuguese Nobel 
laureate, and Danielle Mitterrand, the 
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widow of a French president—is the biggest 
confrontation so far in a publicity war be- 
tween two of the most media-hungry men 
in Mexico: Vicente Fox, the president, and 
the self-styled Subcomandante Marcos, the 
Zapatists’ balaclava-clad strategist and 
spokesman. Both have made publicity cen- 
tral to their success. Mr Fox, a former Coca- 
Cola executive, often repeats that he will bea 
“campaigning president”, always on the 
road to promote both Mexico and his gov- 
ernment. The subcomandante, for his part, 
has transformed the Zapatist uprising from a 
12-day armed rebellion into a permanent 
media performance that has made both him 
and the poverty of Mexico's Indians famous 
worldwide. 

Both men are vociferous about wanting 
peace, which is how an illegal rebel band 
that has spent seven years defying the au- 
thorities can now spend two weeks travel- 
ling the country unarmed and enter the cap- 
ital with impunity. Notionally, the point of 
the tour is for two dozen Zapatist command- 
ers to visit Congress and persuade it to pass 
an Indian-rights bill sent by Mr Fox. The bill, 
granting Mexico’s 10m Indians more auton- 
omy and recognition for their customs, is 
based on an agreement that the previous 


government reached with the Zapatists five 
years ago, and then reneged on. Passing the 
bill, releasing political prisoners and with- 
drawing the army from various points in 
Chiapas are the Zapatists’ conditions for 
agreeing once again to talk to the govern- 
ment and, eventually, to end the rebellion. 

The tour’s real purpose, though, is to 
whip up support for the Zapatist cause and 
to test Mr Fox’s mettle. Many congressmen 
feel that the bill gives Indian communities 
too much autonomy, and the president, who 
cares about his democratic credentials, says 
he will not meddle with Congress’s work. 
That, to some Zapatists, suggests that he will 
not mind if the bill is blocked or modified. 

The president must therefore seem, at 
least, to be doing all he can, and he is largely 
succeeding. Some prisoners have already 
been released, and some troops pulled out, 
and Congress will start debating the bill 
when it reassembles on March 15th. The gov- 
ernment has loudly welcomed the Zapatour 
and is sending thousands of federal police to 
protect it, despite the protests of some poli- 
ticans (including members of Mr Fox’s own 
National Action Party, ran) and the gover- 
nors of a few of the 11 states on the route. 

For the subcomandante, though, it 
would certainly help to have someone to 
blame if his mission to persuade Congress 
fails. He has taken a big gamble with the tour: 
after such a build-up, it would be hard for 
him go back to Chiapas empty-handed. He 
has made much of apparent attempts to hin- 
der peace—criticising the delays in releasing 
prisoners, and accusing the government of 
telling the International Committee of the 
Red Cross not to provide safe-conducts for 
the Zapatists, which both the government 
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SAO PAULO 


EATH has often robbed Brazil of its 

political leaders at crucial moments. 
In 1985, Tancredo Neves, the first civilian 
president after 21 years of military rule, 
died before taking office. President Fer- 
nando Henrique Cardoso’s economic re- 
forms lost momentum after two political 
fixers, Sergio Motta and Luis Eduardo Ma- 
galhaes, died in 1998. Now, as Mr Cardoso 
struggles to hold his coalition together, he 
faces losing another vital ally, Mario Co- 
vas, the governor of Sao Paulo state, who 
was gravely ill this week. 

Mr Covas played an important role in 
Brazil’s return to democracy and econ- 
omic stability. Having been kicked out of 
Congress by the generals, he returned at 
the dictatorship’s end to help write a new 
constitution and, with Mr Cardoso and 
others, to create the Social Democrats 
(pspB), the most influential party in the 
present governing coalition. He was its 
unsuccessful presidential candidate in 
1989. Three years later the victor, Fernando 





Covas will be missed 





Brazil loses a political kingpin 


Collor, facing roaring inflation, tried to 
bolster his government by inviting the 
PSDB to join it, with Mr Cardoso as foreign 
minister. In rejecting this, Mr Covas saved 
the party and Mr Cardoso from being 
dragged down by the corruption that 
caused Mr Collor’s downfall soon after. 

When Mr Cardoso became president 
in19950n the back of his inflation-beating 
plan, Mr Covas, elected governor of Sao 
Paulo, helped out by restoring the fi- 
nances of Brazil’s biggest state. Although 
irked at Mr Cardoso’s rightward shift, Mr 
Covas always backed him when difficult 
reforms needed to be passed. And though 
Mr Cardoso’s ministers sometimes 
seemed afraid to defend their policies, Mr 
Covas relished taking on critics: last year, 
turning 70 and already in poor health, he 
had a series of public shouting-matches 
with striking state workers. 

Before his health worsened, some al- 
lies had wanted him to run again for the 
presidency next year. More likely, he 
would have been a kingmaker. His depar- 
ture from politics is a blow for Tasso Jereis- 
sati, the Social Democratic governor of 
Ceara state, whose candidacy Mr Covas 
backed. Others in the party support Jose 
Serra, the health minister. Mr Cardoso 
now hopes to hold together his party and 
coalition (he sacked two ministers from 
the conservative Liberal Front last month 
for alleged disloyalty), find a candidate 
around whom they can unite, and push 
through some more reforms before the 
election. On all this, he could have done 
with Mr Covas’s support. 








and the Red Cross have denied. 

A recent opinion poll published in Re- 
forma suggests that most people welcome 
the tour, but also doubt that it will bring the 
Chiapas uprising to a quick end. No one, 
however, wants matters to drag on: the Za- 
patists risk losing support if they linger in 
Mexico city, and the government at the end 
of March wants tostart on tax reform, a pillar 
of Mr Fox’s ambitious plans for Mexico. 

Both sides, then, want a quick solution. 
Whether they get it depends on Mr Fox’s 
willingness to lobby Congress for the In- 
dian-rights bill, and how much leeway the 
subcomandante will allow for modifying it. 
It will be a triumph for both of them if the bill 
passes. If it does not, and if the grand tour 
leader cannot lay the blame on Mr Fox, he 
faces an uncomfortable choice: back down 
and negotiate a new agreement, return to the 
jungle and take up arms once more, or disap- 
pear into the obscurity from which he came. 
a 
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Peru 


A woman's 
touch 


LIMA 


ce NIMPEACHABLE” reads the mes- 
sage on Lourdes Flores’s campaign 
posters. Miss Flores, the candidate of the 
centre-right alliance, National Unity, is the 
only woman in Peru’s presidential race; and, 
as the April polling day draws near, voters 
seem increasingly to like her image of integ- 
rity. In January and February two opinion 
polls, by Apoyo Mercado y Opinion and Da- 
tum Internacional, showed her support 
soaring by 13 and 19 points respectively. 
Until then, the election had seemed a 
one-horse race: the horse being Alejandro 
Toledo, who had dominated early cam- 
paigning after being beaten by the disgraced 





Flores stands for honesty 


ex-president, Alberto Fujimori, in a rigged 
poll last April. Mr Toledo is now running at 
33%. Miss Flores has 25%. 

Even Peruvians are a bit surprised. The 
motherly Miss Flores, who is a lawyer, is 
best-known in Lima, where she was a con- 
gresswoman for the Popular Christian Party 
between 1990 and 2000. She has been in- 
volved in politics, and proud of it, since her 
teens. But, to most, she is just a good debater 
with a frumpy dress sense (like Hillary Clin- 
ton, she favours trouser suits) and a huge 
lopsided smile. In 1995, when she last ran for 
president, she bowed out early after barely 
making a mark in the opinion polls. 

This time, however, the election has 
been almost eclipsed by a huge corruption 
scandal. Hundreds of secretly shot videos 
seized from the home of Vladimiro Montesi- 
nos, Peru’s fugitive spy chief, have revealed 
the duplicity and venality of many of the 
country’s politicians, army officers, judges 
and businessmen. On February 23rd, Peru’s 
Congress formally brought criminal charges, 
of abandoning office and dereliction of duty, 
against Mr Fujimori, who presided over the 
mess and whom many blame for it. 

Now all that the voters seem to want is 
somebody clean. This, according to Manuel 
Torrado, the head of Datum, is Miss Flores’s 
big plus: she is a woman, and women are 
generally considered less corrupt. Women 
themselves do not mind her opposition, as a 
staunch Roman Catholic, to abortion, since 
feminism is uncommon in Peru. 

Businessmen like her, too, for her con- 
servative and pro-market views. Although 
her economic programme and Mr Toledo’s 
are quite alike—both emphasise job-cre- 
ation and help for farmers and small busi- 
nesses—Pablo Secada, an analyst with San- 
tander Central Hispano Investment, thinks 
Miss Flores has better economic advisers. Mr 
Toledo, with his promises of wage rises for 
teachers and police, a lower sales tax and 
300,000 new jobs a year, has veered a bit fur- 
ther left than investors like. This has made 
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ERICSSON 2 


THE AMERICAS 





Insults and jitters in 


HAVANA 


RYING to guess what the Cuban presi- 

dent, Fidel Castro, is up to is always 
hard, but there is more tension than usual 
in the air at present. The foreign minister, 
Felipe Perez Roque, recently called in for- 
eign journalists to rebuke them for their 
coverage of Cuba, and on February 23rd 
the government carried out one of its 
swoops on dissidents, arresting at least two 
dozen and then releasing them, slowly, 
over the next few days. 

The reason, peculiarly enough, seems 
to be that the United Nations Human 
Rights Commission in Geneva will vote 
next month on whether to condemn 
Cuba’s human-rights record. Last year, the 
decision went against Cuba by 21 votes to 
18, mostly because of increasing attacks on 
dissidents. So, in a move that presumably 
makes sense if you are a Cuban bureaucrat, 
Cuba has gone after dissidents again. 

In Cuba’s view, of course, the real of- 
fence against human rights is the 40-year 
embargo imposed against the island by the 
United States, which keeps it in a state of 





Cuba 


deprivation. Cuba sees itself as a victim- 
state, with a behemoth against it, which 
should not be blamed for trying to defend 
itself. Officials are convinced that coun- 
tries vote against Cuba only because the 
Americans force or bribe them to. 

Even friends cannot be trusted. The 
Czech Republic is an old chum, but it was 
also one of the joint sponsors of last year’s 
UN vote, which led to huge protests in Ha- 
vana and, this January, the arrest of two 
prominent Czechs for “making subversive 
contacts with counter-revolutionary resi- 
dents”. After more than three weeks in jail, 
they were released when they apologised. 
Argentina, another old friend, abstained at 
the uN and has been pilloried ever since for 
neo-liberal economic policies and “licking 
the Yankee boot”. 

But perhaps the most bizarre incident 
came at the start of this year, on the Feast of 
the Epiphany, when diplomats from the 
Spanish embassy, dressed as the Three 
Kings, went in horse-drawn carriages 
through Old Havana throwing out sweets 


for children. The Cuban authorities ac- 
cused them of deliberately setting up a 
scene in which hungry, desperate Cuban 
children would have to scrabble in the gut- 
ters, and attacks on Spain followed on Cu- 
ban television. Yet Spain, too, is a friend 
and old ally, despite a slight coolness under 
the government of Jose Maria Aznar. 

Why, when Cuba so badly needs 
friends, does it do its best to insult them? 
For two reasons. First, it seems to calculate 
that the attacks will do no permanent 
damage, but will make the friends more 
sensitive to Cuba’s grievances. Second, it 
wants to test how firm its friends are. 

One of Cuba’s staunchest allies over 
the years has been Mexico. It still is, but the 
appearance of Vicente Fox as president has 
changed the calculation. Though Mr Fox is 
planning to visit Havana, he has already 
met the new president of the United States, 
George Bush. So, too, has Jean Chrétien, the 
prime minister of Canada, the country 
with the biggest investment in Cuba. And 
that is probably the main reason for the 
nervousness in Havana: that its friends are 
busy cosying up to Mr Bush. But there is no 
indication yet of whether Mr Bush will be 
nicer, or nastier, to Cuba. 





Miss Flores look right-wing by comparison. 

In a country where half the people are 
poor, Mr Toledo still has the advantage of 
being better known in far-flung places and 
more popular among the lower classes. They 
appreciate his Indian roots and his inspiring 
rise from shoe-shine boy to presidential 
candidate. And it may be that, having flirted 
with a woman candidate, the voters will de- 
cide they are not ready to see a woman at the 
top. Yet if it goes to a second round, their vote 
will not be about gender or even corruption; 
it is likely to be about which candidate can 
bring more jobs to Peru. 





Ottawa 


The boom is an 
echo 


OTTAWA 


Toen are good in Ottawa, Canada’s capi- 
tal. Posh restaurants seem to open daily, 
new houses are sprouting up and unem- 
ployment is low. The entire country pros- 
pered last year: the economy grew by 4.7%. 
But no city could top Ottawa’s 6.5%. 

Not everyone welcomes such torrid 
growth. Many point to California’s Silicon 
Valley as an example of too much, too fast. In 
Ottawa, traffic jams were unheard of ten 
years ago; now they are pretty common. Still, 
most cities would accept some congestion in 
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exchange for high-paying, low-polluting 
jobs of the sort Ottawa has attracted. High- 
tech industry, led by such giants as Nortel 
Networks and jps Uniphase, has been the 
engine of growth. Last year these two tele- 
coms companies alone hired 10,000 new 
workers in Ottawa. 

Software companies such as Corel and 
fresh-faced start-ups have also helped to 
make Ottawa into Canada’s “new economy” 
capital. According to Adam Chowaniec, 
head of both Tundra Semiconductor and the 
local economic development corporation, 
over $1 billion in venture capital flowed into 
the city last year, more than a quarter of the 
Canadian total. 

Two hundred years ago, Ottawa’s pros- 
perity depended, like Canada’s, on natural 
resources. Barges of logs floated down the 
Ottawa River on the beginning of their trip to 
European markets. In time, government dis- 
placed commodities, and today one worker 
in six works for the federal bureaucracy. But 
in recent months government in its turn has 
been overtaken by high-tech industry, 
which now employs about 79,000 people. As 
a former mayor puts it, the city has gone 
from white pines to red tape to blue chips. 

One snag about these new jobs is that 
they are highly dependent on export mar- 
kets. Mr Chowaniec reckons that 90% of Ot- 
tawa’s high-tech revenue comes from sales 
abroad, mostly in the United States. Only a 
few months ago, with demand there appar- 
ently insatiable, all seemed rosy. Yet, as the 
American economy has faltered, so too has 














Ottawa’s. Nortel and jps Uniphase recently 
laid off 2,000 workers. The gleam is fading. 
This may not be such a bad thing for Ot- 
tawa. Most of the locals argue that growth of 
6% a year is unsustainable if services are to 
keep pace. But the contraction carries a more 
chilling message for other parts of the coun- 
try, which may be less well-off than Ottawa 
but just as reliant on the American market: 
86% of Canada’s exports—one-third of all 
production—goes to the United States. Such 
dependence on one customer is risky. 
a 
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Welcome to the old Kuwait 


KUWAIT CITY 


Kuwait celebrated 40 years of independence and ten years of restored freedom 
this week. It is rich again, but still mired in indecision and state control 


EN years on, Kuwait looks much as it did 

before Iraqi troops sacked its towns and 
put its oilfields to the torch. The oil is gushing 
again, finances are rock-solid, and the emir- 
ate’s 825,000 people—not counting its 1.4m 
foreign residents—can still cruise along 
eight-lane highways from palatial villas to 
fancy shopping malls. Sadly, though, the res- 
toration is so complete that Kuwait 
is still suffering the same ills it suf- 
fered before the 1990 Iraqi invasion: 
a huge and stifling state sector, a 
dithering government, restricted 
rights for women and non-citizens, 
and tense relations with its bellig- 
erent northern neighbour. 

One problem Kuwait does not 
face is poverty: its public and priv- 
ate savings abroad amount to 
$200,000 for every Kuwaiti citizen. 
So long as it sits atop a tenth of the 
world’s oil reserves, the country— 
which is about the size of greater 
Los Angeles—will never run short 
of cash. But with the native popu- 
lation growing by 3.5% a year, the 
state is ever harder pressed to pam- 
per its people in the style they are 
accustomed to. 

This style includes free health 
and education, generous housing 
loans for newlyweds, cheap petrol, 
power and water, subsidised bread 
and other essential goods, and a 
job for the asking. Because Kuwaitis 
are essentially guaranteed jobs by the state, 
all but 7% of the workforce are civil servants. 
A Kuwaiti economist reckons that about half 
these bureaucrats do nothing useful. Unlike 
communist countries, however—where you 
pretended to work in exchange for pretend- 
ing to be paid—Kuwait rewards them hand- 
somely. For the liberation anniversary, for 
instance, the emir, Sheikh Jaber al-Ahmad 
al-Sabah, gave all state employees a $350 gift. 

To hear Kuwaiti businessmen talk, the 
effects of this cosseting are as dire as they 
were in communist Eastern Europe. Obvi- 
ously, it is hard to lure Kuwaitis to mid-level 
jobs in private companies, or to motivate 
them to take risks. Worse yet, with the state 


THE ECONOMIST MARCH 3RD 2001 


dominating perhaps 80% of the economy, 
there is little room for private investment. 
“This place should be full of opportunities, 
but wherever you look, they crowd you out,” 
complains a Kuwaiti banker of the state 
monopolies that control all utilities and ev- 
ery aspect of the petroleum industry. “You 
can’t even operate a gas station.” 
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Old pastimes die hard 


The performance of Kuwait’s stock ex- 
change, once the region’s most active, bears 
out the complaint. Promises of privatisation 
pushed share prices toa peak in 1997. But the 
privatisation programme has stalled ever 
since, and prices have dropped by half. Two- 
thirds of Kuwaiti men still hold shares lo- 
cally, but this could well be for want of other 
investment outlets in the emirate. 

Kuwait's parliament, a 48-year-old insti- 
tution that remains the boldest in the Arab 
world (for what that’s worth), is currently 
debating laws to encourage privatisation 
and foreign investment. Yet people believe 
that neither the government nor most mem- 
bers of parliament have any real incentive to 


open up the economy. Given that its constit- 
uents are largely bureaucrats, says an econo- 
mist, parliament tends to behave “like a 
trade union for civil servants”. Moreover, he 
adds, the parliamentarians all have their 
noses in the trough. 

The government's own desire for reform 
appears to fluctuate with the price of oil. 
When it is down, there is talk of reducing the 
burden on the state. When it is up, as at 
present, the ruling family—whose members 
traditionally make up half the cabinet—sit 
back and dole out largesse. 

Oil revenues are not the only thing about 
the government that fluctuates. Ten cabinets 
have come and gone since liberation. The 
vulnerability of ministers is compounded 
by the absence of decisive leadership, and by 
the sniping by members of parliament who 
are both better politicians and 
more secure in their four-year ten- 
ures. Ministers, whether techno- 
crats or minor royals, live in terror 
of sharp grillings on the floor. One 
day it is Islamists raging about the 
alleged indecency of the liberation 
celebrations, the next it is liberals 
railing against corruption. 

The result is that important de- 
cisions tend to get fudged. After 
two years of thinking about it, suc- 
cessive cabinets have still not de- 
cided who should receive a lucra- 
tive waste-water tender. The 
international oil firms that recently 
bid on a $7 billion, 25-year project 
to develop the emirate’s northern 
oilfields fear similar delays. 
Women have yet to secure the right 
to vote. This is due as much to the 
government’s weakness in push- 
ing the reform, and to politicians’ 
use of the issue to score tactical 
points, as it is to the strength of the 
country’s religious conservatives. 

Partly, the paralysis reflects 
wrangling within the 5,000-member ruling 
family. Since 1915, the emirship has alter- 
nated between two lines of descent, the 
Jaber and Salem branches of the al-Sabah 
family. The current emir, who has reigned 
since 1977, belongs to the first of these. The 
crown prince and prime minister for over 20 
years, Sheikh Saad al-Abdullah, comes from 
the Salem branch. Both are popular, but also 
in their 70s and not in good health. 

The latest government shuffle in Febru- 
ary appears to have bolstered the power of 
the emir’s brother, Sheikh Sabah al-Ahmad, 
whose post as foreign minister for the past 
40 years has disguised his increasing domi- 
nance of policy. Clearly, though, a younger 
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generation of al-Sabahs is also being 
groomed. Five sheikhs, all in their 30s and 
40s, most of them western-educated, are 
ministers in the current 16-man government. 

Kuwaitis do not seem bothered by the 
question of who will rise to the throne. “It 
may look inefficient, but this is the way we 
have done it for 300 years,” says a professor. 
“They build a consensus, and we accept the 
result because we know Kuwait would not 
be Kuwait without the al-Sabahs.” Besides, 
there are a few face-saving constitutional 
checks: when a crown prince is named, he 


must be confirmed by parliament. 

Thanks to Saddam Hussein, loyalty to 
the emir is not the only thing Kuwaitis are 
unanimous about. Even the Islamists, who 
control a third of parliament, stay quiet 
about Kuwait’s American alliance. Though 
scarcely felt in Kuwait City, 4,500 American 
soldiers romp in a training ground that takes 
up the northern half of the country. They 
will be welcome for years to come. “If you 
think this is a celebration,” says a Kuwaiti as 
fireworks explode overhead, “you should 
see what we do when Saddam is dead.” 





Israel 


The law and the uprising 


JERUSALEM 


What explains Israel’s public apathy, and judicial inaction, over its army’s 


“excessive” use of force? 


HIS week the American State Depart- 

ment accused Israel of committing “seri- 
ous human-rights abuses” in combating the 
Palestinians’ intifada. In its annual report on 
global brutality, the department found that 
Israel’s security forces “sometimes used ex- 
cessive force, in contravention of their own 
rules of engagement”. However, added the 
official responsible for the report, “We're 
confident that the democratic institutions in 
Israel will get that country moving in the 
right direction.” 

Not all of Israel’s own human-rights ac- 
tivists share that confidence. They point toa 
pervasive apathy that seems to affect much 
of Israeli society, left as well as right, in the 
face of the wanton acts of cruelty by soldiers 
and settlers that sporadically reach the me- 
dia. During the first intifada, from 1987 to 
1992, a stream of prosecutions, several in- 
volving senior field commanders, spurred 
public controversy over the legality and mo- 
rality of the army’s actions. Today, after five 
months of much more intense violence than 
in the earlier uprising, only half a dozen sol- 
diers are under investigation by the military 
police for illegal use of firearms. 

One of them was filmed, by chance, by a 
television cameraman in Hebron on new 
year’s day, speaking to a middle-aged Pal- 
estinian and then suddenly shooting him. 
The whole country saw the man, Jaabari Ja- 
dallah, lying for long minutes in a spreading 
pool of blood as the soldiers looked on un- 
moving. His leg was later amputated. 

The army’s initial reaction was to justify 
the soldier’s action. Subsequently, the line 
changed and the chief of staff, Lieut-General 
Shaul Mofaz, described both the shooting 
and the failure to give first aid as “very 
grave”. But neither this soldier, nor any other 
soldier involved in the many alleged ex- 
cesses, has yet been brought to trial. 

Two recent events have triggered a cer- 
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tain amount of criticism. Both concerned the 
killing of Palestinians by settlers several 
years ago. In March 1993, Yoram Skolnik of 
Kiryat Arba, a settlement near Hebron, shot 
and killed Moussa Abu Sabah, who was ly- 
ing motionless and tied-up on the ground. 
Mr Skolnik was convicted of murder and re- 
ceived the mandatory life sentence. This was 
later commuted by the then-president, Ezer 
Weizman, to 15 years and later to 11 years. 
After serving two-thirds of this 11-year term, 
Mr Skolnik applied for parole. The parole 
board concurred and leading rabbis and re- 
ligious politicians wrote letters of support. 
Last week, after an unsuccessful appeal by 
human-rights activists to the Supreme 
Court, Mr Skolnik walked free. 

Nahum Korman, who chased, kicked 
and beat to death a 12-year-old Palestinian 
boy in November 1996, was sentenced in 
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An Israeli asks the question that all Arabs are asking 


January tosixmonths of community service. 
This followed a complex legal process that 
included the Supreme Court, lower courts 
and plea-bargaining, Betselem, an Israeli hu- 
man-rights group, condemned the sentence 
as giving “a message that Palestinian lives are 
cheap”. It accuses the legal authorities of “an 
undeclared policy of absolution, compro- 
mise and mitigation for Israeli civilians who 
attack Palestinians.” 

Concerned Israelis see a connection be- 
tween the Skolnik and Korman cases and the 
pall of judicial inaction and public indiffer- 
ence that seems to envelop the current inti- 
fada. Eyal Gross, a law lecturer and executive 
member of the Association for Civil Rights in 
Israel, discerns a clear link “between the Kor- 
man sentence and the fatal shootings of 
hundreds of unarmed Palestinians by sol- 
diers operating under a policy of riot dis- 
persal that permits excessive use of force in 
incidents where the soldiers’ lives are not in 
danger.” He also argues that the army’s pol- 
icy of “terminating” Palestinian command- 
ers, and the killing of 12 Arab-Israeli citizens 
last year, reflect “the judicial legitimisation 
ofa norm of contempt for Arab lives.” 

But the silence and seeming insensitivity 
of the Israeli mainstream in the face of all this 
is not merely a case of judicial or even moral 
flaccidity. Most Israelis feel they are at war. 
Whereas the previous intifada was clearly a 
rebellion, largely unarmed, by a subjugated 
population in areas under military occupa- 
tion, this time the Palestinians are seen as liv- 
ing under their own rule and deploying 
armed forces who shoot to kill. General Mo- 
faz suggested this week that the Palestinian 
Authority was becoming a “terrorist entity”. 

Government lawyers have argued this 
distinction in civil suits involving Palestin- 
ians’ claims for compensation for destroyed 
or sequestered property. They say the army 
is not engaged in “belligerent occupation” 
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under the 1907 Hague Convention, but 
rather in “hostilities” against the Palestinian 
Authority and its paramilitary forces. A 
piece of casuistry perhaps, but it authenti- 
cally expresses the mood of the nation. 
Inone way at least, that mood could per- 
haps be shifting. Public hearings are now be- 
ing held by acommission of inquiry into the 
killing and wounding of Arab-Israelis during 


protests last October. People are shocked to 
learn at first hand, from police witnesses and 
from their victims, how quickly and easily 
the policemen opened fire, hardly bothering 
with non-lethal methods of riot control. 
They are stirred, too, by the quiet sobbing of 
bereaved mothers and sisters on the public 
benches, citizens like themselves who sud- 
denly became enemies of their state. 





Uganda 


Will Museveni win yet again? 


KAMPALA 


The country’s long-serving president is challenged by his former doctor 


NTIL recently, nobody had been pay- 

ing much heed to the result of Uganda’s 
coming presidential election. After all, it 
seemed to be laid in concrete that Yoweri 
Museveni, who has ruled the country since 
1986, and won the 1996 election with 75% of 
the vote, would be swept back to power 


seveni has restored relative security, made 
his country a favourite of the World Bank 
and mF (economic growth has averaged 
6.4% a year over the past ten years), and dra- 
matically improved its image abroad. 

But now, argues Dr Besigye, Mr Musev- 
eni has lost his way. He attacks the president 





again on March 7th. Although criti- 
cism of his rule had grown discernibly, 
his critics had no credible alternative 
torally around. 

This confidence was shaken to- 
wards the end of last year when Kizza 
Besigye announced that he was enter- 
ing the race. His decision electrified the 
country. Dr Besigye is no ordinary 
challenger. A native of the president’s 
home region in western Uganda, he 
fought in the long bush war that 
brought Mr Museveni to power, acting 
as his personal physician. A retired 
colonel, he has served as a minister in 
Mr Museveni’s National Resistance 
Movement government. More impor- 
tant, he has been the government’s 
chief political ideologue. 

His candidature has changed the 
whole tenor of the election. In 1996, Mr 
Museveni campaigned as the cham- 
pion of a “no-party” political system 
which he claims to be a broad-based, 
alternative form of democracy but which his 
opponents say is little more than a one-party 
state. His opponents united behind Paul 
Ssemogerere, the leader of the Democratic 
Party (parties can exist but are severely re- 
stricted), who promised a return to multi- 
party democracy. But Mr Museveni, arguing 
that political parties were the cause of all 
Uganda’s past woes, simply raised the spec- 
tre of former leaders, the terrible Idi Amin 
and Milton Obote, to demonise his rival. 

This time he faces a stiffer challenge. Dr 
Besigye is campaigning as the would-be re- 
former of the National Resistance Move- 
ment, which allows him to lay claim to the 
party’s successes, but also distance himself 
from its failures. The successes have been 
considerable. In his 16 years of rule, Mr Mu- 
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A challenger who can’t be demonised 





for the corruption of his regime, its nepotism, 
and its involvement in Congo’s war. He also 
accuses Mr Museveni of becoming ever 
more autocratic, and of turning the ruling 
movement into a party, without opening the 
system up to competition. 

Dr Besigye’s position has been strength- 
ened by his alliance with Mr Ssemogerere, as 
well as with a former mayor of Kampala, 
Nasser Sebegala (an ex-convict whose own 
presidential ambitions were thwarted by a 
lack of educational qualifications). Mr Ssem- 
ogerere and Mr Sebegala both have support 
among the Baganda, an ethnic group with 
considerable political clout. But these alli- 
ances are fragile, based on little more than 
the desire to oust the president. 

Mr Museveni has been shocked by his 
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former doctor’s challenge to his authority, 
even calling him a traitor. The treachery no 
doubt seems doubly grave, since Dr Besigye’s 
wife, an outspoken member of parliament 
called Winnie Byanyima, was once a close 
personal friend of the president’s. In any 
event, the tension has sometimes turned 
violent. Since the campaign started in early 
January, the police have received reports of 
over 150 cases, alleging not just intimidation 
and harassment but also attempted kidnap- 
ping and murder. Mr Sebegala has been 
charged with incitement to violence for re- 
portedly urging supporters to take up ma- 
chetes against foreigners trying to vote. 

Mr Museveni has also been heavy- 
handed. Senior military officers have cam- 
paigned for him in contravention of the law, 
and he has called out the military police 
when the ordinary police could have done 
the job as well. The most notorious example 
of this came with the arrest of a member of 
Dr Besigye’s campaign team, Rabwoni Ok- 
wiri, who was seized by the military police at 
Entebbe airport as he waited to board an air- 
craft tonorthern Uganda. 

The reasons for Mr Okwiri’s brief 
arrest remain mysterious. But front- 
page photographs of the frail member 
of parliament being carried out of the 
airport’s vip lounge by soldiers have 
done nothing for the cause of a presi- 
dent whose main achievement has 
been to tame the country’s once-bru- 
tal security forces. 

The problems have been com- 
pounded by administrative difficul- 
ties. The electoral commission admits 
that the electoral registers, which were 
belatedly displayed this week with 
1.6m names, have about 2m more 
people on them than there are citizens 
of voting age. Even so, say election 
watchdogs, the vote should be suffi- 
ciently fair to reflect people’s wishes. 

It is not entirely clear what these 
wishes will be. The winner must se- 
cure 50% of the vote, or face a second 
round. If that happens, it could spell 
trouble for Mr Museveni. At the least it 
would mean intense haggling with the four 
minor candidates, who between them are 
expected to collect 10% of the votes. 

The more likely outcome, however, is 
that Mr Museveni will win in the first round, 
though with a smaller share of the vote than 
in 1996. He is still supported by the rural 
poor, who form the bulk of the population, 
and he has strong support from women. His 
lead in opinion polls is convincing. Even so, 
Dr Besigye’s manifesto reflects real concerns 
among many Ugandans. The question is 
whether Mr Museveni will attend to them in 
what must, constitutionally, be his final 
term. It does not bode well for change that he 
has already sworn never to invite Dr Besigye 
tojoin any government of his. 
| 
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EUROPE 


From bad to worse, down on 


the farm 


BRUSSELS 


The crisis in European agriculture could force fundamental changes in the 
European Union’s common agricultural policy. At last 


HE European Union has launched so 

many ambitious ventures in recent 
years—a common currency, a single market 
and a mooted defence arm—that it is possi- 
ble to forget that it spends more money on 
agriculture than on any other activity. Even 
today, after years of trying to hack back the 
budget of the common agriculture policy 
(car), over 46% of the Eu’s budget goes on 
farm subsidies. 

But though farmers may not make the EU 
look glamorous, they have a way of making 
themselves felt. On February 26th, when the 
Union’s farm ministers gathered in Brussels 
for their monthly meeting, they found 
themselves in an area surrounded by barbed 
wire and truncheon-wielding policemen. 
The farmers were in town to show their fury 
at falling beef prices. But the mood of crisis 
did little to foster agreement. The Eu’s minis- 
ters left town still at odds over how to deal 
with the “beef crisis”. If, as many fear, the 
outbreak of foot-and-mouth disease in Brit- 
ain (see page 53) is about to spread to the rest 
of Europe, then both politicians and farmers 
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may soon be coping with a new and even 
stickier set of problems. 

The cap is under heavier fire than ever 
before. In the short run, coping with the beef 
crisis could bust the eu’s farm budget. In the 
longer run, the sse crisis and now foot-and- 
mouth should step up the pressure to change 
the very basis of the ev’s agricultural policy. 

The scale of the Union’s subsidies to 
farming is enormous. The oec notes thatin 
1999 the EU was paying out an average sub- 
sidy of $17,000 to every full-time farmer in 
the Union, compared with an average of 
$11,000 in countries belonging to the oEcD. 
The Ev’s efforts to boost the prices paid to 
farmers have made its citizens pay a lot more 
than world prices for their food. The average 
family in the Union is thought to pay around 
$1,200 a year extra for it as a result of the Eu’s 
farm policies. 

There have been some modest reforms 
of the car in recent years. Agriculture’s share 
of the Eu’s budget, once two-thirds of the to- 
tal, is now under half. The Union has also 
managed gradually to reduce the amount of 
money going towards market-distorting 
price supports. Nowadays 65% of subsidies 
go straight to the farmers. 

But the £u’s efforts to constrain its 
spending on farming, particularly on price 
supports to farmers, are threatened by BSE. 
The cost of “emergency measures” to deal 
with it, largely the purchase and slaughter of 
cattle, has so far been almost €1 billion 
($918m), out of a total farm budget of €42.8 
billion for 2001. The European Commission, 
the £u’s policymaking civil service, is still in- 
sisting that it will be able to finance this extra 
spending by reallocating cash within the ex- 
isting agricultural budget. 

But the commission’s calculations on the 
beef market are based on increasingly shaky 
assumptions. Specifically, the Eu is banking 
ondemand for beef falling by only about 15% 
this year. Yet it has already dropped by 27% 
and in certain markets it is in free-fall. Since 
the sse scare hit the continent, German ap- 
petites for beef have shrunk by 50-80%. 

As a result, the commission may be 
squeezed between competing, yet legally 
binding, obligations. For one thing, it must 
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not overspend the assigned agricultural 
budget, which is meant to be fixed until 
2006. For another, it is supposed to buy all 
beef that comes on to the market at under 
60% of a previously fixed Eu “support price”. 
Already the prices of some sorts of cattle 
have fallen to this level, which could trigger 
huge £u spending. If prices continue to fall, 
the commission could, in theory, be obliged 
to buy every head of cattle in the Ev. 

The budgetary strains implied by this 
obligation are already causing rifts between 
EU countries. France favours the commis- 
sion’s proposal to slaughter all animals more 
than 30 months old and then to destroy their 
carcasses, both to contain sse and to reduce 
the amount of beef coming on to the market. 
The Germans and the Dutch are against it, 
partly on ethical grounds. Objecting to what 
some have called a “cow Auschwitz”, the 
Germans have been much slower to slaugh- 
ter cattle and want to be allowed to store 
their carcasses for future sale—which would 
further depress prices. As a result, the French 
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are complaining that they are bearing a dis- 
proportionate share of the burden of reduc- 
ing the amount of beef for sale in Europe. 


A greener future? 


Behind these arguments lie deeper strains 
about European agriculture’s future, Cynics 
used to joke that the founding bargain in 
what became the eu was that “German in- 
dustry would pay for French agriculture”. 
Now the sse crisis is threatening to break the 
Franco-German bargain on agriculture. 

Specifically, the appointment of Renate 
Kunast, a Green, as Germany’s new agricul- 
ture minister may herald a big change in 
German thinking. Miss Kiinast wants to re- 
direct the cap dramatically. Subsidies, she 
says, should help organic farming, not the in- 
tensive methods that now predominate. 
And she has allies. Wolfgang Clement, a 
leading Social Democrat who runs North 
Rhine-Westphalia, recently said that prices 
for agricultural goods should no longer be 
guaranteed, arguing instead that farmers 
should meet “social and ecological criteria” 
if they want cash subsidies. Chancellor Ger- 
hard Schroder himself now says he favours 
“rearing animals in a natural way with eco- 
logically sound farming methods”. 

Such German views have profound im- 
plications for the car. France, backed by the 
commission, will resist any move to let beef 
prices fall to their market level. The commis- 
sion is arguing, rather lamely, that normal 
rules of supply and demand cannot apply 
when demand is collapsing because of con- 
sumers’ panic. 

The call to “renationalise” agricultural 
subsidies will also rattle countries such as 
France, Spain and Greece, which do very 
well out of the car. German farmers also get 
fat farm subsidies from the system, but Ger- 
many puts far more into the pot than it takes 
out. So, if countries had to cushion their own 
farmers (presumably in some sort of agreed 
EU framework), the Germans would end up 
paying less than before. Hence French oppo- 
sition to renationalising. 

But Lionel Jospin’s Socialist-led govern- 
ment may inadvertently have given the 
campaign to renationalise the car a boost 
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by suggesting that, if the £u remains deter- 
mined not to spend more ‘to help Bse- 
afflicted farmers, then France itself will put 
together a package of emergency aid—to 
help its own. The upshot is that, faced with 
mad cows, pan-European agricultural soli- 
darity has taken a big knock. 

The Germans’ second main pitch on the 
cap—a call for a greener agricultural policy 
and a shift to organic farming—is bound to 
go down well across Europe. Franz Fischler, 
the ev’s agriculture commissioner, who 
comes from ultra-organic Austria, has sup- 
ported the idea of giving more help to 
greener and smaller-scale farmers. 

But organic farming may not be the pan- 
acea it is whooped up to be. Even on Miss 
Kiinast’s most optimistic projections, or- 
ganic produce will account for only a fifth of 
Germany’s food within a decade, up from 
2.5% today. Organic stuff is expensive, and 
people are used to relatively cheap food. 
Even if the price supports that boost Eu food 
prices were dropped as part of an overall 
cap reform, a shift to organic production 
would make food costlier. Moves to favour 
organic farming within Europe might also 
make the £u’s farmers much more vulner- 
able to competition from elsewhere; imports 
from less regulated intensive farms in places 
like China and Brazil might soar. 

It may have required a crisis to force a 
fundamental rethinking of the cap. But the 
thinking evidently still has a long way to go. 
i it itt i A oS -m 


Football 
The game's 
over—almost 


T HAS taken six months of hard battling 

with the European Commission. But by 
next week European football—the world’s 
most popular sport on its richest ground 
should be in the clear. Short of a last-minute 
upset, the transfer-fee system, which keeps 
small clubs alive and in which big ones have 
invested huge sums, will sur- 





enough, said the rules of vera, the sport’s 
governing body in Europe. No way, said Mr 
Bosman’s lawyers—and the European Un- 
ion’s highest court agreed: those rules in- 
fringed eu law on the free cross-border 
movement of labour. 

As it had to, UEFA gave way: out of con- 
tract, a player was now a freé agent. Yet fees 
went on soaring, to last. year’s record $56m, 
paid by Real Madrid, a leading Spanish club, 
for Luis Figo, a Portuguese virtuoso. Then 
came the big shock: any cross-border trans- 
fer fee, be the player in contract or out of it, 
hampered free movement, said the Ev’s 
commission. And the fees broke compe- 
tition law too, since only big, super-rich 
clubs could afford the super-high cost of the 
superstars. The whole system had to go. 

The reasoning was odd: it is not just in 
football that only rich businesses can afford 
the finest facilities and staff, or tie down star 
executives with long-term contracts. But the 
commission had a big stick: the heavy finesit 
can exact for anti-competitive behaviour. 
Football—not only uera by now, but also the 
world body, rira—could not just hunker 
down and hope. 

FIFA’s first reaction was an own goal: so 
be it, transfer fees for players 24 years old or 
more could go. At that point the game’s real 
masters, the big clubs, swarmed angrily on to 
the field: “We take the risks, we sign the con- 
tracts, not FIFA,” snorted the German cham- 
pions, Bayern Munich, whose boss, Franz 
Beckenbauer, was in his day a legendary 
player himself. Minor clubs, meanwhile, 
were shivering. Some survive only by selling 
good players, often ones they have them- 
selves trained, to the big clubs. 

Only then did the real haggling begin. 
Even Eu governments were drawn in: they 
agreed at their Nice summit in December 
that sport was special, not just any old busi- 
ness. And the commission showed much 
more understanding and readiness to com- 
promise than its initial bombshell had sug- 
gested. Deadlines came and went with no 
deal but no break-up. Meeting in Brussels on 
February 27th, the commission tied up with 
UEFA and rira all but the last, albeit tricky, 





vive; reformed, indeed, but 
essentially in place. 
Football players have 





been peddled between clubs 
for a century. But transfer 
fees—the cash paid by the 
new club to the old—have 
soared: in money terms, 
about 200-fold since 1960. Yet 
was the whole market built 
on sand? In 1995 came the 
first tremor, the Bosman de- 
cision. A Belgian club, eager 
for its fee, had refused to let a 
player of that surname join a 
French one, though he was 











already out of contract. Fair 
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details ofa deal. The two sides hope to seal it 
ata meeting of their grandees on March sth. 
It will loosen the grip that clubs. now 
haveon players. But the essential structure of 
the transfer market will stay in place. Indeed, 
in theory only cross-border transfers are af- 
fected. In reality, probably all will be. Thus: 
e Players’ contracts will range from one year 
to five. At any point (though only at two 
“windows”, summer and mid-winter), if the 
two clubs and the player agree, an amicable 
transfer will be possible. This means that 
money will pass. How much, no one knows. 
Instead of being haggled over by the two 
clubs, a “buy-out” price will probably be 
pre-written into all players’ contracts (as al- 
ready happens in Spain). That system could 
spread. 
e But if club and player fall out? For players 
aged 24-28, the first three years (two for older 
players) of a contract, if it runs that long, will 
be “protected”: no like-it-or-not sale by the 
club, no walk-out by the player. Any breach 
will earn a “sporting” sanction; ie, one under 
UEFA’S or FIFA’S rules, not just the civil reme- 
dies available now. In practice, this means 
suspension from league play; for how long is 
still in dispute—maybe till the end of the 
next-but-one transfer window. 
e For players aged 18-23, there will be special 
rules:a fee based noton the player’s skills but 
“compensation” for the (often minor) club 
or clubs that trained him. And not only him, 
but others who never make the grade. A mi- 
nor club may spend, say, $20,000 apiece 
training ten youths for each one that suc- 
ceeds. So signing him calls for $200,000 in 
compensation, suggest UEFA and Fira. Too 
much, the eu thinks, and the detail here is 
devilish. It could delay the whole deal, and 
even then disputes will arise. 
ein all cases, independent arbitration will be 
available. And, crucially, for a transitional 
period existing contracts will not be affected. 
Soalmostall is settled. Yet there’s a doubt. 
Even with no last-minute upset, what hap- 
pens after the final whistle? The interna- 
tional players’ union is no great force in foot- 
ball, but it is not happy. Nor does a deal with 
the EU commission make ru law. A crowd 
riot—say, of players challenging their exist- 
ing contracts—cannot be ruled out. 


France 


No hero he 


PARIS 


ERSONAL funk-—or political common 

sense? Last week, farmers at the Paris agri- 
cultural fair pelted France’s prime minister, 
Lionel Jospin, with eggs. He atonce cancelled 
atrip to the rural east that had been intended 
to support his environment minister, Domi- 
nique Voynet, who is the Greens’: candidate 
to be mayor of Dole, and then one to aid a 
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fellow Socialist in Saint-Etienne, in rural cen- 
tral France. Next, on February 28th, his gov- 
emment, skirting the European Union’s 
competition rules, announced a dollop of 
compensation for farmers hit by Europe's 
mad-cow crisis, In sum, Mr Jospin is not go- 
ing to inflame the anger of already angry 
country folk and spoil the left’s chances in 
the municipal elections that start on March 
uth--nor his own chance of unseating 
Jacques Chirac in next year’s presidential 
election: nothing looks less presidential than 
being the target of abusive hecklers. 

To cynics it is all part of a pattern. Faced 
with a challenge, at least of the kind that at- 
tracts headlines and television cameras, Mr 
Jospin’s instinct is to retreat. Last year 
France’s fishermen, teachers, civil servants 
and lorry-drivers took direct action, in street 
demonstrations, blockades or riots, to ex- 
press their grievances. The government 
swiftly backed down to all of them. 

Need Mr Jospin give way? After almost 
four years of voter-enforced cohabitation 
with the conservative Mr Chirac, the prime 
minister still does well in the opinion polls. 
His coalition government is relatively un- 
touched by scandal. He has no immediate 
challenger on the left, and the economy is in 
fine fettle. A poll published by Paris Match 
on March ist gave 52% of decided voters to Mr 
Jospin and 48% to Mr Chirac. 

That may show that Mr Jospin’s caution 
is, indeed, the better part of valour, After all, 
he is in power because his conservative 
predecessor, Alain Juppé, was too brave for 
his own good. Mr Juppé set out, with varying 
success, to reform the civil service and the 
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social-security system—and was rewarded 
with three weeks of widespread strikes atthe 
end of 1995 and defeat for the right in the 
general election of 1997. 

Yet not long ago Mr Jospin too talked of 
reform. In January last year he affirmed that 
one reason for France’s renewed confidence 
was that “French society has rediscovered 
the path of reform.” He listed some of the 
destinations he had in mind, such as the jus- 
tice system, pensions and direct taxation. 

But that was then, before aggrieved vot- 
ers, from magistrates to tax collectors, took to 
the streets. Granted, some progress was 
made. Elisabeth Guigou, the justice minister 
of the day, managed to push through a law to 
strengthen the presumption of innocence. 
Tinkering with tax rates and social charges 
has helped reduce unemployment (though, 
for all the impressive economic figures, it re- 
mains slightly above the eu average). But 
when Christian Sautter, the finance minis- 
ter, and Claude Allègre, in charge of educa- 
tion, took the prime minister at his word and 
tried to streamline their departments, they 
were summarily sacked, lest popular protest 
got out of hand. 

Come forward to this January, and Mr 
Jospin’s new-year wishes have been modi- 
fied. The accent now is on “social progress” 
and proposed reforms are aimed at specific 
groups—old people living alone, say—rather 
than the system as a whole. 

So what? say the realists. Incremental 
progress is better than none, and Mr Jospin’s 
increments add up to an impressive total: 
job-creation at a record rate; the fastest 
growth among the eu’s main economies; low 
inflation. Meanwhile, the reduction of the 
working week from 39 hours to 35 may have 
alarmed the bosses, but has not hurt their 
profits—and has delighted most voters. 

The trouble is that small steps will take 
France only so far. At some point, Mr Jospin 
and his fellow politicians will have to take 
big ones. Some will be political. One example 
is France’s role in an evolving £u. Mr Jospin 
has deliberately left this to Mr Chirac. It will 
become an unavoidable issue when the Ev 
convenes a “once and for all” inter-govern- 
mental conference on its future in 2004. An- 
other example, broached with unaccus- 
tomed courage by Mr Jospin last year, may 
be the constitutional future of Corsica. 

The trickiest issues will be those that. 
touch voters directly. France’s enviable sys- 
tems of pensions, health care and education 
carry the seeds of their own deterioration. It 
is demographically clear that maintaining 
the present pension system will eventually 
mean either higher taxes, more years at work 
or lower benefits. Yet Mr Jospin, sticking to 
left-wing tradition, last year ruled out the 
“Anglo-Saxon” alternative of private pen- 
sion funds. It is obvious that France, which 
already devotes almost a tenth of cpr to 
health, needs to restrain its spending on 
medicines (where it comes second in pill- 
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popping only to Japan, a country more than 
a third richer). It is equally clear that in edu- 
cation, though spending per pupil has risen 
steadily, the curriculum and its teachers 
have remained trapped by tradition and vi- 
olence in schools has grown. 

In which case, for the sake of the next 
generation, the voters had better hope that as 
president Mr Jospin, especially if he had a 
left-wing majority in parliament, would be 
braver than as prime minister. 
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Yugoslavia 
Closing in 


BELGRADE 


VEN Vuk Draskovic, the eternal gadfly of 

Serbian politics, had to agree that the 
country’s new rulers had at last done some- 
thing right. In the biggest blow so far to the 
shadowy, ruthless power structures that 
have held sway in Belgrade for the past de- 
cade, the secret police chief, Rade Markovic, 
has been taken into custody, for question- 
ing—among many other things, perhaps— 
about an attempt to kill Mr Draskovic. 

The arrest has prompted a flurry of 
speculation that an even bigger fish—the ex- 
president, Slobodan Milosevic—is about to 
be hooked. On February 28th, prosecutors 
said they would ask the interior ministry to 
check out reports that quantities of gold had 
been shipped from Belgrade to Switzerland, 
notionally in the name of Greek and Cypriot 
firms, in the weeks before and after Mr Mil- 
osevic’s downfall last October. 

Fresh signs of the net closing in appear 
almost daily. On February 25th, a day after 
the police chief's detention was announced, 
prosecutors began feeding the press stories 
about their investigation into the illegal pur- 
chase by the disgraced dictator of a villa in 
the Belgrade suburb of Dedinje. 

If Mr Milosevic were charged with this 
relatively trivial offence, that could set in 
motion a chain of events that would culmi- 
nate in a briefish trial in Serbia and then ex- 
tradition to The Hague, where the un’s war- 
crimes tribunal has charged him with crimes 
against humanity. That, at any rate, is the be- 
lief of several senior figures in Serbia’s ram- 
shackle coalition government, which is 
struggling to repair the damage done by 
more than ten years of misrule. 

“The thread is beginning to unwind, and 
all will be revealed soon,” says Vuk Obrad- 
ovic, one of Serbia’s six deputy prime minis- 
ters. Diplomats from western countries, 
which are demanding the extradition of Mr 
Milosevic as a condition for the country’s full 
rehabilitation, believe the police chief is 
probably better informed than anybody else 
about the ex-president’s misdeeds. 

If Mr Markovic starts to tell his interroga- 
tors about some of the dirty work he did for 


50 





the Milosevic family, to whom: he was per- 
sonally close, the Belgrade prosecutors’ 
charge sheet against the ousted dictator is 
likely to lengthen rapidly. Mr Markovic 
could provide ample proof of what Mr Dras- 
kovic calls the “systematic terror” practised 
by the Milosevic regime. 

Mr Draskovic himself, for instance, nar- 
rowly escaped death in a highly suspicious 
“road accident” in 1999, when a truck full of 
sand rammed into a convoy of cars in which 
he was travelling—killing four party com- 
rades, including a brother-in-law. Human- 
rights groups believe that the secret police 
were responsible for killing Slavko Curuvija, 
an opposition newspaper editor, earlier in 
1999—and perhaps also for the disappear- 
ance of a former Serbian president, Ivan 
Stambolic, who was bundled into a white 
van while out jogging six months ago and 
has not been seen since. 

The arrest of Mr Markovic suggests that 
the Serbian government is gaining power at 
the expense of the Yugoslav administra- 
tion—responsible both for Serbia and its re- 
luctant federal partner, Montenegro. Vojis- 
lav Kostunica, the federal president, was 
until recently sounding rather protective of 
Mr Markovic and his supposedly “stabilis- 
ing” influence. And the Serbian government 
still seems keener than Mr Kostunica on 
sending Mr Milosevic to The Hague. 

But given the number of people in poli- 
tics, business and crime who were somehow 
tied up with Mr Milosevic, does the will 
really exist to go after them? “I still fear that 
many politicians lack the personal courage 
needed to see this through to the end,” says 
Borivoje Borovic, a lawyer who has tried to 
expose the truth behind the apparent at- 
tempt against Mr Draskovie’s life. 


Macedonia 


Passing clouds? 


SKOPJE 


F A moderate, pragmatic approach to both 
politics and economics were the only 
thing a small Balkan country needed to 
guarantee success, then all would be set fair 
for a stable—and in due course prosperous— 
Macedonia. But this week a small black 
cloud on the country’s horizon grew a little 
larger. On February 26th, there was a two- 
hour skirmish in the muddy, snowy village 
of Tanusevci between Macedonia’s security 
forces and ethnic-Albanian fighters, who 
call themselves a “liberation army”, though 
it is unclear what they want to liberate. By 
mid-week, about 20 or 30 of the guerrillas 
were still holed up in the village, with the 
Macedonian army and police encamped in 
their armoured cars nearby. Guns were fir- 
ing again in Tanusevci on February 28th. 
The fighting, which followed separate 











rocket attacks on a Macedonian police sta- 
tion and a train, came as grim confirmation 
of a warning issued a few days earlier by the 
country’s leaders, who were playing host toa 
Balkan summit, that violence could soon 
spread south from Serbia’s Presevo valley. 
That ethnically mixed strip of land just east 
of Kosovo is one of several fronts on which 
“extremist armed Albanian groups”—the 
catch-all term now used by NATo-have 
stepped up their activity in recent weeks, 
posing a mounting challenge to the western 
soldiers who oversee Kosovo. The alliance’s 
foreign ministers, meeting in Brussels this 
week, cautiously agreed to give Serbia a freer 
hand in the Presevo conflict—and sent a 
trouble-shooting mission to Macedonia. 
President Boris Trajkovski of Macedonia 
can at least take comfort from the fact that 
relations are improving with his fellow Slavs 
in Serbia. It helps that both countries now 
agree that the best way to deal with ethnic- 
Albanian militancy is a policy of relative re- 
straint. At the summit in Skopje, the Macedo- 
nian capital, Mr Trajkovski and Vojislav 
Kostunica, the Yugoslav president, initialled 
a long-awaited treaty that defines the border 
between Macedonia and Serbia. But many 
Slavs in Skopje fear that extreme-nationalist 
Kosovars will persuade more Albanian- 
speakers in Macedonia, who make upa good 
third of the population, to join a renewed 
guerrilla campaign for Kosovo's full inde- 
pendence—and for the partition of Macedo- 
nia, whose western edge is heavily Albanian. 
Macedonia’s prime minister, Ljubco Ge- 
orgievski, who combines a healthy dose of 
common sense with a penchant for writing 
poetry, wants NATO to play a bigger role in 
preserving the republic's security. So far, his 
recently-shuffled right-of-centre coalition 
has been better at managing relations be- 
tween Macedonia’s Slavic and Albanian 
communities than its (ex-communist) so- 
cialist predecessors. This year, for example, a 
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new international university will open at Te- 
tovo, the Macedonian town with the highest 
proportion of ethnic-Albanians, replacing 
an “unofficial” Albanian campus that had 
become a focus of violence. 

Macedonia’s optimists take heart from 
the fact that, during a decade of blood- 
letting in neighbouring countries, the two 
main ethnic groups have co-operated in co- 
alition government; and for now at least, 
that tradition seems set to survive. After a 
political shake-up in November, the Demo- 
cratic Party of Albanians, led by a veteran 
power-broker, Arben Xhaferi, became the 
main partner of the governing party, a 
movement that traces its history to the Slav- 
nationalist struggles of a century ago but has 
since become tamer. 

Mr Xhaferi’s lot got several top jobs— 
including that of deputy prime minister, 
which went to Bedredin Ibrahimi, his possi- 
ble heir-apparent. Despite this week’s vio- 
lence, the party seemed keen to stay in gov- 
ernment and uphold the tradition whereby 
patronage and political responsibility are 
shared out amicably. One of its more stri- 
dent figures, Menduh Thaci, said that, 
though he hoped the stand-off in Tanusevei 
would end peacefully, Macedonia’s forces 
had the right to act ifit did not. 

Another mildly encouraging sign is that 
leading politicians in Macedonia’s main Al- 
banian party are eschewing the extreme- 
nationalist dream of a “greater Albania” 
fashioned out of Kosovo, Albania itself, bits 
of Macedonia and even of Serbia and Mon- 
tenegro. On the contrary, says Mr Ibrahimi, 
Albanians can be spread between several 
countries, just as German-speakers are split- 
between Germany, Austria and Switzerland. 

The trouble with this peaceable sugges- 
tion is that Macedonia’s humbler people, in- 
cluding its rank-and-file (mostly Slav) po- 
licemen, are not always as enlightened in 
inter-communal matters as their political 
leaders appear to be. After the rocket attacks, 
for example, members of the Macedonian 
police had no hesitation in beating up eth- 
nic-Albanians living in border villages. 

With unemployment measured offi- 
cially at 32%, out-of-work Macedonian Slavs 
are envious of Albanians who do well out of 
trade—and smuggling—with Kosovo. But 
Mr Georgievski’s government has managed 
to curb inflation and to attract about $250m 
in investment from Greece, now that rela- 
tions between the governments in Skopje 
and Athens have improved, as squabbles 
over names and symbols die down. Mac- 
edonia has a budget surplus, boasts Nikola 
Gruevski, its finance minister; the financial 
windfall arising from the recent sale of state- 
owned telecoms enterprises is expected to 
pay for some job-creating investments. In- 
deed, an expanding economy may be the 
only thing that can keep the demon of ethnic 
violence at bay. 
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Turkey 


Nervous 


ANKARA 


EARLY two weeks after a public row 

between its president and prime min- 
ister set off Turkey’s worst financial crisis in 
years, the country is still waiting for news of 
aplan toclear up the mess. The lira has been 
floated (promptly falling 30%-plus). Heavy 
cash injections from the central bank have 
helped to pull down interest rates, and given 
liquidity to the commercial banks. The 
stockmarket has perked upa little. 

But it is unclear, with huge domestic and 
foreign debt repayments on the horizon, 
how long the cash-strapped government 
can prop up the economy. And the credibil- 
ity of Bulent Ecevit’s three-way coalition 
government has been battered, probably be- 
yond repair. With prices soaring and unem- 
ployment rising, civil servants, especially 
hard hit by the devaluation, have taken to 
the streets calling on it to resign. 

Mr Ecevit’s fury was aroused at a meet- 
ing of the National Security Council on Feb- 
ruary 19th, when President Ahmet Necdet 
Sezer accused him of protecting sleaze-spat- 
tered ministers. Out he stormed, declaring 
there was a crisis, and so creating one. The 
two men managed to shake hands at a simi- 
lar meeting on February 26th. But the issue of 
government corruption remains untackled. 

The three ministers most under fire are 
Husamettin Ozkan, a deputy prime minis- 
ter, from Mr Ecevit’s Democratic Left, who is 
in charge of debt-ridden state banks; Cum- 
hur Ersumer, the energy minister, from the 
conservative Motherland party; and Koray 
Aydin, the public-works minister, from the 
far-right Nationalist Action Party. The 
mildly Islamist Virtue party, the main one in 
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Well, they’re still worth something 


EUROPE 


opposition, wants a parliamentary investi- 
gation into the two last-named but not Mr 
Ozkan, who is cosy with an influential Is- 
lamic fraternity, the Fetullahcis. Business- 
men say all three should go. Instead, Mr Ec- 
evit has pushed out two trusted technocrats, 
the governor of the central bank, Gazi Ercel, 
and a treasury under-secretary, Selcuk De- 
miralp. His problem is how to sack ministers 
without unravelling the coalition, and how 
to remain in power without sacking any. 

Still, Mr Ecevit has one strength: a lack of 
alternatives to replace him. The generals, 
who ejected Turkey’s first Islamist-led gov- 
ernment from office in 1997, would resist a 
new one led by Virtue—if indeed it could es- 
cape a ban from the Constitutional Court on 
vague charges that, like its predecessor, the 
Welfare party, it wants to impose religious 
rule. The True Path party, led by Tansu Ciller, 
for three corruption-dogged years the coun- 
try’s first woman prime minister, is hardly in 
better shape. And so divided are the voters 
that a new election would probably not lead 
to stronger leadership. 

Mr Ecevit’s government is the 11th in ten 
years. It was hailed as Turkey’s most stable in 
recent times. He has got on well enough with 
his former nationalist enemies. Even torture 
and other acts of brutality, according to a 
State Department report released last week, 
have declined. Turkey’s formal acceptance 
in December 1999 as a candidate for mem- 
bership of the European Union breathed life 
into efforts to comply with £u standards. 

As to the economy, few thought that the 
IMF’s counter-inflation programme—now 
defunct—would fail. The annual rate of in- 
flation was 70% at the start of 2000, only 39% 
as this year opened. In November a new 
banking watchdog got to work. That, alas, 
began the trouble: its investigation into ten 
failed banks prompted a financial wobble, 
foreign investors pulled out of Turkish mar- 
kets, share prices sank and 
interest rates rocketed. It 
took fresh ımr loans of $7.5 
billion to avert a crisis. Now 
Mr Ecevit says he hopes for 
a further $25 billion. 

He will not get that, but 
he will at least get some- 
thing. Turkey’s strategic im- 
portance—both as a mem- 
ber of NATO and as a pivot 
between Europe, the Mid- 
dle East and the oil-rich re- 
gion on the southern edge 
of the former Soviet Un- 
ion—means that neither 
the eu nor America can af- 
ford to let it collapse. But 
Turkey will need to help it- 
self first. Mr Ecevit has little 
public support, and the 
public coffers are worry- 
ingly empty. 
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ATE has dealt many ironies to Neil Kinnock. He once cam- 

paigned against Britain joining the European Union but is now 
the top Briton in the European Commission, the policymaking 
nerve-centre of the zu. He made his political reputation through 
his eloquence and passion, but his chief responsibility now lies in 
the desiccated, jargon-filled world of management reform. And 
his political nemesis was Margaret Thatcher, yet he now stands ac- 
cused of trying to “Thatcherise” the eu. 

This week the second slab of the commission’s “Kinnock re- 
forms” was revealed. In the first part Mr Kinnock attempted to 
tighten financial control at the commission. In the second, the in- 
trepid Utopian is trying to introduce alien concepts, such as pro- 
motion.on merit, to the deeply suspicious trade unions at HQ Eu- 
rope. Last week the unions greeted the announcement of his plans 
with angry demonstrations and the 
threat of strikes. 

The internal workings of the com- 
mission, and Mr Kinnock’s attempts to 
change them, would be of little interest 
to anyone outside the Brussels bureau- 
cracy, were it not for two consider- 
ations. One is that the drive for reform 
sprang directly from the deepest crisis 
of legitimacy the commission has ever 
experienced: the forced resignations of 
its entire leadership (Mr Kinnock in- 
cluded) in 1999, amid accusations of 
corruption and mismanagement. So 
the job of cleaning up the commission 
is now closely tied to that of rescuing 
the reputation of the “European pro- 
ject” as a whole. The second consider- 
ation is that Mr Kinnock’s reforms 
have become the centre of an argu- 
ment about the very nature of the 
commission, which has historically 
been one of the motors of European 
integration. 

The commission is a strange beast. 
Britons instinctively think of it asa civil 
service, for itis staffed by unelected of- 
ficials. But from the outset it was de- 
signed to be much more than a mere 
servant to elected politicians. It is the 
guardian and enforcer of the treaties affirming Europe’s “ever 
closer union”, and itcan take governments to court. Even more im- 
portant, it has the “sole right to propose” legislation. Governments 
can put an item on the ev agenda, butit is up to the commission to 
work out how to turn it into law. Moreover, the commission is 
proud of having political views of its own. Later this year it will 
publish its thoughts on Europe’s constitutional debate. 

Toits aficionados, the commission is the only real guardian of a 
truly “European”, as opposed to national, interest. Insiders still 
look back nostalgically to the 1980s and early 1990s when the com- 
mission under Jacques Delors, a charismatic Frenchman, pushed 
integration ahead by boldly championing monetary union. Mr 
Kinnock, they fear, is bent on neutering the commission by turn- 
ing it into a mere British-style civil service. 

A recent interview with Mr Delors in Le Monde neatly ex- 
pressed true believers’ suspicions of Mr Kinnock, “Will Neil Kin- 
nock’s much-criticised reforms of the community’s administra- 
tion replace ‘a French administrative culture with an Anglo-Saxon 





Neil Kinnock, Europe’s Anglo-Saxon reformer 








one based on the principle of value-for-money?” asked the influ- 
ential French newspaper. Perish the thought! Mr Delors, a friend of 
Mr Kinnock’s, made soothing noises. Mr Kinnock is blunter, call- l 
ing the idea that he is the bearer of Anglo-Saxon values “absolute | 
bloody rubbish”. It is not just that, from his red hair to his Welsh 
accent, Mr Kinnock is a Celt through and through. It is also, he in- 
dignantly insists, an insult to southern Europeans to imply that 
only Nordic types and Britons like administrative efficiency. In 
any event, he also asserts (disappointingly enough) that he has no 
mandate and no plans to turn the commission into a more con- 
ventional civil service. It will retain its cherished role as the policy- 
proposing guardian of the European flame. 

The whole argument illustrates the main problem at the heart 
of Mr Kinnock’s reforms. He must convince outsiders that the 
commission is really changing; yet he 
must convince the commission's em- 
ployees that he is “on their side”. 

For sure, this need to tread care- 
fully has not stopped him making 
some real changes. He has tightened 
up the auditing. All commissioners 
have been made to declare their fin- 
ancial interests. Mr Kinnock is also de- 
manding a European Commission on 
Standards in Public Life (which is in- 
deed based on a British model) to actas 
a reference point when ethical issues 
in European institutions pop up. His 
latest reforms will try to make the 
commission’s personnel policies less 
rigid and hierarchical, and so make it 
easier to pay and promote people on 
merit, rather than by counting their 
years in the job. | 

Sadly, however, Mr Kinnock’s | 
need not to infuriate the staff will pre- 
venthim from really questioning some 
of the more indefensibly cushy aspects | 
of life as a Eurocrat, from the expatriate 
allowances paid even to staff who 
have lived in Brussels for decades, to | 
heavily subsidised education ata net- | 
work of elite schools to which Euro- 
brats have privileged access. Perhaps | 
the most egregious example is the fact that the commission’s ex- | 
patriate staff are exempt from paying Belgium’s ferocious taxes, 
whose top marginal rate is 55%. Instead, they pay a much lighter 
“community tax”, usually at around 16% of income. So most of 
them actually pocket about twice what most of their civil-service 
counterparts earn back home. 

Mr Kinnock defends all this on the ground that the commis- | 
sion must attract the best and brightest; most of the staff must be 
multilingual. Itis already struggling, he says, to keep top-flight law- 
yers who can earn much more in private practice. The right com- | 
parison, he says, is not with home-based civil servants but withex- | 
patriates in other outfits such as nato or the World Bank. By such 
standards, according to a consultants’ study ordered up by Mr 
Kinnock, the overall “package” for the commission’s staff is about 
average. Maybe. But it still sticks in the throat that a body so deter- 
mined to “defend Europe's social model”, high taxes and all, does 
not feel obliged to subject its own employees to the tax burden it 
recommends for other, less-privileged, citizens of Europe. 
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Plague island 


The foot-and-mouth epidemic is not just bad luck. It is also a symptom of 
underinvestment in a depressed industry 


LL movement of farm animals has been 
banned. City-dwellers have been told 
not to visit the countryside. Dutch customs 
officials seized food from North Sea ferry 
passengers. The Irish called off an interna- 
tional rugby match against the Welsh. Euro- 
pean governments are burning anything 
with cloven hooves that has recently arrived 
from Britain. Thoughts of an April election 
have evaporated, and there is even talk that 
May 3rd, the government's preferred date, 
could be too soon. This week’s outbreak of 
foot-and-mouth disease (rmp) left the 
country feeling like plague island. 

But the sense of calamity that spread 
through the country during the week may 
have more to do with the apocalyptic televi- 
sion pictures of burning carcasses than with 
any real danger. Although rmp inevitably 
brings bovine spongiform encephalopathy 
to mind, it is a different order of problem. Bse 
infects people. FMD does not. The FMD out- 
break is not about an unquantifiable risk to 
human life, but about money; and that, 
aside from the need to contain the disease, is 
the main topic of conversation between 
farmers and politicians this week. 

The 1967 outbreak of FMD, in which 
440,000 animals were killed, is reckoned to 
have cost £150m ($400m)—£1.6 billion at to- 
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day’s prices. Only a fifth of that was com- 
pensation paid to farmers whose animals 
were destroyed. The rest was made up of, for 
instance, income forgone from lost sales and 
depressed prices. 

This time, the government is paying less 
in real terms per head—about £460 ($663) 
per cow, £70 per pig, and £45 per sheep. But 
the total costs may be higher. In 1967 the dis- 
ease was confined to Shropshire, bits of 
north Wales, and most of north-west Eng- 
land. This time round, cases have been re- 
ported all over Britain, implying that the 
slaughter will be much more widespread. 





Down on the farm 
Average income per farm, £'000 
A Dairy 


EA Cattle and sheep 50 
(hill farming) 
— lB Cattle and sheep -40 
(lowlands) 
- E Pigs and poultry 





1994 95 96 97 98 99 
Years beginning April 
Source: Ministry of Agriculture, Fisheries and Food 














Sion Roberts, the National Farmers’ Un- 
ion’s chief economist, reckons that the cost 
of the epidemic will be about £253m a 
month. This includes everything from the 
extra feed costs of keeping animals on farms 
instead of sending them for slaughter to the 
costs faced by food-processing firms whose 
supplies of meat are being interrupted. But it 
does not include the long-term damage that 
might be caused by consumers losing confi- 
dence in British-produced food. 

So far, on top of the direct compensation 
to those whose animals are slaughtered in 
the interests of containing the disease, the 
government has announced that £168m of 
money already earmarked for helping farm- 
ers will be brought forward. But that is not 
likely to be the end of it. 


Why us? 


As the source of sse as well as of this FMD 
outbreak, Britain appears to be uniquely 
cursed, or uniquely culpable, depending on 
how you look at it. But this particular strain 
of FMD virus has been doing the rounds. It 
started in northern India in 1990, and then 
spread to Saudi Arabia, reached Greece in 
1996 (see mapon next page) and over the past 
two years has caused nasty outbreaks in 
South Korea, Japan, Russia and Mongolia— 
countries which, like Britain, had been free 
of the disease for decades. 

The virus is one of the great free riders of 
the microbial world. Almost anything which 
comes in contact with an infected animal— 
other livestock, feed, bedding, clothing and 
even contaminated particles blowing on the 
wind—can transmit the virus. Itcan also out- 
live its host, surviving slaughter and process- 
ing to make its way from pig to pork pie. In- 
deed, the last big outbreak of fmb in Britain, 
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T 6.12am on February 28th, at least 13 people were 
killed and around 70 injured in a train crash near 
Selby in North Yorkshire. It was only five months ago 
that four people were killed in a rail crash at Hatfieldin 
Hertfordshire. That led to a frenzy of safety improve- 
ments and months of delays from which the rail net- 
work has only just begun to recover. 

The Selby accident looks at first sight like an un- 
foreseeable freak. A Land Rover towing a car on a 
trailer slipped off a motorway in the dark and wet, 
down an embankment and on to the railway track. As 
the driver phoned for help, a GNER passenger train 
heading south to London struck the vehicles, causing it 
to collide with an oncoming freight train. 

GNER was one of the train operators involved in the 
Hatfield crash; bizarrely, the very same locomotive 
was caught up in both. Questions have been raised 
about the adequacy of the motorway’s barrier, and 
the authorities are examining exactly why the Land 
Rover left the road. Nevertheless, this peculiar disaster 
will revive anxiety about train travel as well as extend- 
ing the series of natural and unnatura! disasters that 





have hit the country. 








almost 35 years ago, was traced back to fro- 
zen lamb brought in from Argentina. This 
time round some speculation points to pig 
swill made from rubbish taken from school 
canteens or, more exotically, discarded aero- 
plane meals. 

So could this outbreak have been pre- 
vented? Some people think so, and blame 
underinvestment in Britain’s state veteri- 
nary service. Ten years ago, the agriculture 
ministry had 43 regional animal health of- 
fices, staffed by 303 veterinarians; last year, it 
ran half as many offices with a fifth fewer 
vets. The number of government labora- 
tories for disease testing has also fallen. As 
Joe Brownlie, at the Royal Veterinary Col- 
lege, points out, this understaffing makes it 
more difficult to provide surveillance for 
emerging diseases such as FMD. 

Farmers’ poverty may be part of the pro- 
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blem, too. After some relatively good farm- 
ing years in the early 1990s, falling world 
food prices and sterling’s strength against the 
euro have hammered domestic prices and 
export values, slashing farm incomes in the 
last four years (see chart on previous page). 
Unusually in a business where falls in one 
sector tend to be counterbalanced by rises in 
others, all types of farming have suffered. 
The government reckons that British farm- 
ers’ total income fell from £6 billion in 1995 to 
£1.8 billion in 2000. 

Impoverished farmers are unlikely to 
call out a private vet on a whim, and might 
hesitate to do so in the case of mD, which 
can be confused with other diseases, espe- 
cially since the disease has not been seen in 
Britain for decades. There is some suggestion 
that the firstcase of fmo this time round may 
have passed undetected for several weeks on 








Spread of Pan-Asia 
Foot and Mouth 
Disease 


By country, date of first 
outbreak 


(Gy 1990-92 
1993-95 
E) 1996-98 
E) 1999-2001 















PACIFIC 








OCEAN 











54 


its home farm before eventually being spot- 
ted by vets at the abattoir. 

Farmers looking to reduce their expendi- 
ture also seem to have cut back on insurance. 
NFU Mutual, the main farming insurer, says 
that its annual premium for insuring against 
foot-and-mouth disease was only 50p per 
animal before this outbreak. But the propor- 
tion of farmers taking out such insurance has 
halved over 20 years to 10%. For a business 
which says it has a long-term outlook, this 
seems a curiously short-term attitude. 

Surely, given the potential risk, vaccina- 
tion should be an option? £u countries used 
to vaccinate animals, but gave up ten years 
ago, when they had got rid of the disease. 
These days, they rely on stamping out occa- 
sional outbreaks, and try to protect them- 
selves with strict controls on food and live- 
stock coming in from abroad, including 
checks on livestock to ensure that they carry 
no signs of the disease. This poses a problem 
for those who vaccinate their animals: the 
vaccine stimulates an animal’s immune sys- 
tem to produce antibodies in much the same 
way as the real virus does, and many tests for 
FMD cannot distinguish between the viral 
and vaccine antibodies. 

Better vaccines, which allow vets to dis- 
tinguish immunised from infected animals, 
would help protect against FMD. But the pro- 
blem, again, is not so much science as eco- 
nomics. As Johann Vanhemelrijck, head of 
the European Federation of Animal Health, 
points out, there is not much incentive to 
produce high-tech vaccines for livestock. 
The animal health market is worth roughly 
4% of the market in human medicines. And 
until farming becomes a richer business, 
burning carcasses will be the main means of 
getting rid of this disease. 
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Auction houses 


Bid for the top 


Disaster at Sotheby’s and Christie’s is excellent news for Phillips. The laggard 
in the auction business now looks like a contender for the world’s top spot 


N 1796, Harry Phillips, the 
brightest pupil of James Chris- 
tie, London’s top auctioneer, left 
his mentor to set up his own auc- 
tion house. He was a wild success 
from the start. In 1798 he sold 25 
paintings from the estate of 
Queen Marie Antoinette; in 1813 
the pictures of the bankrupt Earl 
of Kinnaird (including a Rubens, 
a Titian and a Poussin that are 
now in the National Gallery); in 
1822 the furniture, tapestries and 
jewellery of Queen Caroline. 
Phillips knocked down the old 
masters of the deposed King Sta- 
nislaus of Poland in 1827, sold gilt 
furniture from Buckingham Palace on the or- 
ders of King William rv in 1836, and auc- 
tioned the studio pictures of Sir Joshua 
Reynolds and Sir Godfrey Kneller in 1798 
and 1822. 
After Phillips died in 1840, his business 
wentinto decline. For the past 150 years it has 
limped along behind its smarter competi- 





Arnault the hammer 


tors, Christie’s and Soth- 
eby’s. Just recently, 
though, two good things 
have happened to it. In 
1999 it was bought for 
£70m ($113m) by Bernard 
Arnault, boss of the lux- 
ury-goods group LVMH; 
and in 2000, Sotheby’s 
and Christie’s had their 
worst years ever. 

There seems no end 
in sight to Sotheby’s and 
Christie’s troubles. Soth- 
eby’s former chief execu- 
tive, Diana Brooks, has 
pleaded guilty to illegal 
collusion and may be jailed for up to three 
years on May 24th unless America’s Justice 
Department charges her boss, Sotheby’s 
owner, Alfred Taubman, before then. By 
comparison, Christie’s has got off lightly. It 
got an amnesty by confessing to collusion, 
and escaped the $45m fine the courts im- 
posed on Sotheby’s. 





OU can tell a lot about a chap by the 

words he uses. New Labour's instinct 
toavoid confrontation—find a Third Way, 
bring them into the big tent, include the 
excluded—comes out in its language, 
laden as it is with euphemisms and 
fudges. The Tories, meanwhile, are busy 
conjuring ever more periphrastic ways of 
admitting that many of their policies have 
been ditched. And Charles Kennedy, the 
Liberal Democrat leader, is honing the 


Mind their language 


vocabulary with which he will convince 
voters that his party is different from La- 
bour, without being scary. 

With an election imminent, the par- 
ties have become ever more desperate to 
avoid embarrassing issues, and their lan- 
guage has become still harder to decipher. 
So we are offering readers a special trans- 
lation service to help with the impending 
flood of Blairspeak, Hagueisms and Lib 
Demagoguery: 





Blairspeak 
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But there are more questions still to be 
answered. In the mid-1990s, directors of 
both houses, seeing profits soaring and share 
prices rising thanks to the collusion, bought 
shares heavily in this period. None has paid 
back any money, although some of Soth- 
eby’s directors have resigned. Mrs Brooks's 
lawyer, Stephen Kaufman, has promised to 
raise this matter with the judge in May. 

The Internet has added to Sotheby's 
woes. The auction house planned to spend 
$25m on its website, but has spent $73m and 
seen little revenue from the investment. It is 
due to publish its annual results shortly, and 
they will not look good. In the nine months 
to September 2000, Sotheby's reported losses 
even before heavy special charges to settle 
the court cases. Christie’s, privately owned 
by Francois Pinault, another French tycoon, 
will say nothing about profit or loss. 

But looking ahead, the two houses’ big- 
gest problem will be regaining their markets. 
Some of their customers who paid too much 
because of the rigged commissions are get- 
ting their money back—on February 19th a 
New York court ordered Sotheby’s to refund 
$286m and Christie’s to refund $256m to sell- 
ers—but the two houses’ reputations have 
been soiled. 

Some old customers are turning to art 
dealers. Normally, the auction houses get the 
cream of the business. But Simon Dickin- 
son’s gallery in St James’s is currently hung 
like a museum, with major works from Fra 
Bartolommeo to Canaletto, Gainsborough, 
Stubbs, Turner and Constable which have 
chosen to avoid a sale at auction. Richard 
Green’s walls in Mayfair are also lined with 
top-rank pictures. Both dealers believe their 
present good fortune is at least partly the re- 
sult of Sotheby’s and Christie’s distress. 

But the biggest coup of this year is at 
Phillips. It has bagged the most important 
sale so far announced for 2001—seven Ce- 
zannes and Van Goghs, worth an estimated 
$80m, owned by Heinz Berggruen, the grand 
old man of European art dealing. It has also 
won four works by Renoir, Monet, Matisse 
and Modigliani estimated at $4om. 

To take further advantage of his oppor- 
tunity, Mr Arnault has been pillaging Soth- 
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see you 


T IS no surprise, but now it’s official. Ken Livingstone, the politi- 

cian formerly known as “red”, has become a fat cat. London's 
first elected mayor still dresses like a corner tobacconist. He still 
makes a point of commuting alongside his voters. and fellow-suf- 
ferers on London's decrepit Tube. But by the standards of British 
politicians, he is now quite rich. Although he cannot draw his full 
mayor's salary while sitting as an mp, the two jobs still give him 
£105,000 ($151,000). According to the Commons’ latest register of 
members’ interests, he is probably making nearly as much through 
journalism and public speaking—to say nothing of office allow- 
ances of £50,000. Quite a few Tory mrs probably earn more, but on 
the Labour benches, a quarter of a million pounds or so amounts 
toa handsome squeeze. 

So what? Mr Livingstone is 
worth every penny. He is indepen- 
dent: so much so that his party ex- 
pelled him when he stood and be- 
came mayor anyway after it 
finagled him out of becoming its of- 
ficial candidate. He is entertaining: 
his freelance income testifies to a 
quick wit as well as the celebrity to 
which his status as mayor and rebel 
entitle him. He has also, so far, been 
pretty responsible: newspapers 
poised to pounce on a slew of 
“loony” policies from the man who 
once draped County Hall in red 
have had to make do with merely 
quirky ones, such as purging Trafal- 
gar Square of pigeons and offering 
gay couples a way to register their 
“marriages”, London’s businessmen 
say they love him. He has not, as 
Tony Blair once feared, used his new 
Job to launch a full-frontal Old La- 
bour attack on the prime minister’s 
New Labour Party. 

Then again, Mr Livingstone has 
never been one to go full-frontal 
when he can strike more lethally 
from the flank. He has now done so. 
This week, London’s new govern- 
ment prepared to take the government that created it to court. 

The issue is the Tube. Mr Livingstone homed in from the statt 
on a singular weakness in the government's plan for London: its 
insistence on using a so-called public-private partnership (rrr) to 
raise the money needed to revive the Tube. This plan would trans- 
fer track, signals and stations to three privately owned consortia 
on 30-year contracts, while leaving the operation of trains to the 
publicly owned London Underground. As candidate, Mr Living- 
stone, pointing to the disastrous experience of Railtrack, said this 
over-complicated “partial privatisation” would compromise 
safety. As mayor he made the inspired decision to appoint as his 
transport commissioner a “ruthless, brutal and cunning” fat cat of 
his own.This was Robert Kiley, a former cra officer who gained a 
reputation as hammer of the trade unions when he ran New York's 
Metropolitan Transport Authority. Mr Livingstone said he needed 


Mr Kiley’s sort of muscle if he was to tame the private firms that 


would get the contracts to modemise the Tube. On the face of it, a 
can-do American manager who has moved effortlessly between 
the public and private sectors has just the sort of New-Labourish 








in court 


qualities of which Mr Blair ought to approve. So far, however, Mr 
Livingstone has deployed him mainly as a formidable weapon 
against the prime minister. 

Mr Kiley says the ppp 1s “fatally flawed” because even though 
the public would formally own the Tube, real control would be 
parcelled out to three private-sector infrastructure companies. 
London Underground would control the Tube’s staff, but it would 
be up to the three “infracos”, once their contracts are awarded, to 
decide how and when they invested in the infrastructure. If the ppr 
is to work, he says, London Underground needs “unified manage- 
ment control”—-something tantamount to owning a controlling 
share in the infracos, The government's officials reply, reasonably, 
that this is well-nigh impossible, 
given that the whole point of the ppp 
is to protect the taxpayer by shifting 
the financial risks to private firms, 
which are bound in their turn to de- 
mand the final say over how and 
when they spend their money. To 
which Mr Kiley asks, also reason- 
ably, why then the Treasury liked 
the ppp in the first place. 

This argument has been rum- 
bling around in diminishing circles 
since December, when Mr Kiley be- 
gan trying to explain the error of the 
government's ways to John Prescott, 
the deputy prime minister. Along 
the way, the hard man from New 
York has made Mr Blair's suppos- 
edly “joined-up” government look 
like a train steered by the Marx 
brothers. In February Mr Prescott 
sounded close to agreeing with Mr 
Kiley, only—in Mr Kiley’s ver- 
sion—to be overruled by Gordon 
Brown, the chancellor. This week 
the prime minister called Mr Brown 
and Mr Prescott together in the hope 
of imposing order. The upshot was a 
new offer to Mr Kiley: no controlling 
share in the infracos but more 
power to influence their decisions. 
On Match st, the response of London’s transport authority was to 
empower Mr Kiley to mounta legal challenge. 

What now? Commuters wait on crowded platforms for trains 
that never come. Lawyers’ ears perk up at the tinkle of distant cash 
registers, Mr Blair’s great experiment could not have ended more 
wretchedly. Indeed, his blueprint for London was always a com- 
promise too clever for its own good. He gave Londoners a mayor 
but wanted his own man for the job. When he got Mr Livingstone, 
he could at least tell himself that the mayor's powers had been 
kept deliberately weak. The trouble is that Mr Livingstone is too 
shrewd to take responsibility for the Tube without also taking the 
power he needs to run it properly. And if hecannot get that, he will 
use the courts to show voters that devolution was a pretext for the 
government to pass down responsibility without power. So this 
busy week found the top members of a government that made a 
meal of its willingness to devolve power poring irritably over the 
details of a municipal contract, hounded by the employee of a 
man they kicked out of their party for insubordination. They 
would ask him back, but he’s having too much fun asa fat cat. 
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Schrempp’s repair job 
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Fixing DaimlerChrysler means not only melding the two companies but 
integrating Mitsubishi Motors too. Our first article looks at the group’s woes, 
our second at the better fortunes of Daimler’s cross-town rival, Porsche 


URGEN SCHREMPP, the embattled boss 
Je DaimlerChrysler, is touring European 
and American financial centres to per- 
suade investors that his plan to stem the 
losses at Chrysler and rescue its three-year- 
old marriage to Daimler-Benz will work. 
This week, he reminded analysts at the Ge- 
neva Motor Show that he was a restructuring 
specialist who had already hacked off parts 
of a sprawling Daimler-Benz in the 
mid-1990s to turn it back to its Mercedes- 
Benz cars. 

Itcan hardly be surprising that investors 
are sceptical. On February 26th Daimler- 
Chrysler, whose net profit last year was al- 
most halved by Chrysler's problems, an- 
nounced that this year it would make a loss 
of between €2.2 billion ($2 billion) and €2.6 
billion, after taking a €3 billion charge for re- 
structuring costs, with a further €1 billion 
write-off to come later. 

Mr Schrempp has committed himself to 
an ambitious turnaround plan to get operat- 
ing profits back to between €8.5 billion and 
€9.5 billion by 2003. He knows thatif he does 
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not deliver, his days are numbered. He has 
been out to the Middle East to reassure one 
big shareholder, the investment arm of the 
Kuwaiti government, and he won public 
backing from another, Deutsche Bank, this 
week. In Germany, failing bosses are harder 
to dislodge than they are in America, but 
sooner or later they get the heave—witness 
the ousting, in 1999, of sMw’s boss, Bernd Pis- 
chetsrieder, after his acquisition of Britain's 
Rover turned to disaster. 

The outlines of Mr Schrempp’s plan 
have emerged over recent weeks: 26,000 jobs 
to goas Chrysler's capacity is cut in America; 
cuts of 15% in the cost of bought-in parts and 
materials; and the renewal of Chrysler’s age- 
ing range of minivans, Jeeps and sport-util- 
ity vehicles (suvs). The new elements this 
week were the financial milestones and a 
rough outline of how DaimlerChrysler in- 
tends to turn round its other sickly offspring, 
Mitsubishi Motors, of which it owns 34%. It 
wants tocut the Japanese car maker’s output 
by a fifth, with the loss of 9,500 jobs, to stem 
losses of ¥23 billion ($207m) in the year to 





last March. Although this sounds tough by 
Japanese standards, analysts point out that 
it is less drastic than the successful measures 
taken by Renault to sort out Nissan. 


Twin challenges 


In essence, Mr Schrempp faces two chal- 
lenges across three continents. First, he must. 
win back investors’ confidence: that means 
selling more cars and losing less money. Sec- 
ond, he must turn three companies—an up- 
market German luxury-car maker, an 
American producer of light trucks and a 
struggling Japanese car company—into a co- 
herent global corporation. The holy grail is 
global engineering, reaping economies of 
scale, notably in developing new models - 
more quickly and at lower cost. 

The first challenge seems to be the more 
daunting, given the ambitious timetable for 
Chrysler's revival. There are reasons to doubt 
it can be done. The American car and light- 
truck market looks like sliding off its peak of 
175m units last year to around 16m this year. 
Moreover, competition in the light-truck 
segment, where Chrysler reigned supreme in 
the 19905, has grown significantly, especially 
since Japanese companies such as Toyota 
and Honda started manufacturing locally to 
get around high import duties. $o Chrysler 
may never again enjoy the fat profit of the ` 
late 19908. 

Curbing costs should not be as difficult 
as selling more cars. Carlos Ghosn, the Re- 
nault executive running Nissan since the 
French company took control in 1999, has 
brought the Japanese firm back into profit 
faster than many expected, and ahead of his 
own ambitious timetable. This underlines a 
key point about car making: raise plant util- 
isation above 80% by trimming capacity to 
demand, and the cash starts to flow in again. 


So far as parts are concerned, Chrysler © : 


claims that more than half its suppliers have 


already agreed to a programme of drastic.» Q 


cuts in costs over the next three years. If the 
German duo now running Chrysler—Dieter 
Zetsche and Wolfgang Bernhard, who re- 


placed failing local managers—canconvince 


the remaining suppliers to follow suit, they 
could deliver the first stage of Daimler- 
Chrysler's recovery. But it will not be easy, 
given how much the big car firms have al- 
ready squeezed the companies that make 
their widgets. 

The really difficult part is going to be 
achieving economies of scale by weaving to- 
gether the three vehicle makers. Today, 
DaimlerChrysler is worth less than Daim- 
ler-Benz alone was worth before the 1998 
merger. The integration challenge is made all 
the more difficult by Daimler’s having taken 
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Japanese platform. 

Can Mr Schrempp and 
his top managers rise to 
both challenges simulta- 
neously? The Germans 
failed to integrate Chrysler, 
fearful of upsetting Ameri- 
can managers and of taint- 
ing the Mercedes brand by 
close association with red- 
neck trucks. Now Daimler 
has to integrate two strug- 
gling companies, and in the 








on Mitsubishi before it had digested Chrys- 
ler. Now it has to start all over again, repair- 
ing its past mistakes while widening its am- 
bitions. Daimler dithered for more than two 
years, leaving local managers to run Chrys- 
ler, before sending in a crack team of its own. 
Learning from that mistake, it sent Rolf Eck- 
rodt, a senior figure, to run Mitsubishi soon 
after gaining control. 

How best to pool engineering resources? 
The cars of Mercedes, Chrysler and Mitsub- 
ishi are going to have toshare some parts that 
the driver does not see, so as not to tarnish 
the posh Mercedes brand. This will not be 
easy. It is no good putting an expensive Mer- 
cedes engine in a Chrysler pick-up, as no 
customer would pay for such refinement. 

But different vehicles can still share 
commodity parts, such as engine blocks, bat- 
teries, gearboxes and even some engines, 
such as diesels. The sharing could go furthest 
between Mitsubishi and Chrysler, which to- 
gether have 29 “platforms”, the underbodies 
and basic kits of parts from which cars are 
made. By halving this number, engineering 
costs could be cut without trimming the 
model range. 


The longest flirt in history 


The irony in the coming together of Mitsub- 
ishi and Chrysler under the Mercedes wing 
is that the pair had been flirting for about 20 
years. At one time, they owned small stakes 
in each other and had considered a full- 
blown merger when Chrysler was in trouble 
in the 1980s. They even had a joint venture in 
Illinois, known as Diamond Star, until 
Chrysler sold both its share of that and its 
stake in Mitsubishi. 

The Japanese were potential saviours for 
the Americans then, and helped Chrysler 
develop small cars. Now their contribution 
will be equally important, given that Chrys- 
ler must learn to make distinctive, high- 
quality small and medium-sized cars to add 
to its existing staples of minivans and suvs. 
All this will have to be done while Mitsub- 
ishi recovers from acute problems over qual- 
ity control that have resulted in the recall of 
more than 2m faulty vehicles, with disas- 
trous results for the company’s reputation. 
Mr Eckrodt admits that Mitsubishi is likely 
to be asked to rescue Chrysler's ailing small 
car, the Neon, with a replacement based ona 
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process reform itself. The 
stately product-development process that 
suffices for a luxury brand has to be speeded 
up for the more competitive markets that 
Mercedes, Chrysler and Mitsubishi now 
find themselves in. Mr Schrempp is a tough 
boss who clawed his way up from garage 
mechanic, fixing lorry engines, to the top 
rank of German business. Now, belatedly, 
he needs to get to grips with the nuts and 
bolts of what is, in effect, a three-way 
merger. It might yet all come right, but not 
necessarily in time to save his job. 





Porsche 


Motoring 


STUTTGART 


HEN the glitter wore off the 1980s, few 

companies were more tarnished than 
Porsche. In the first half of that decade, the 
Stuttgart firm had raced along, doubling the 
sales of its fast, expensive sports cars. Then 
came two nasty skids: the stockmarket crash 
of 1987 and the sharp global economic slow- 
down of the early 1990s. In 1992-93, Porsche 
sold about 14,000 cars, less than 30% of the 
mid-eighties peak, and lost DM24om 
($153m). Absorption by a bigger manufac- 
turer looked likely. 

These days, Porsche is not only still inde- 
pendent, but thriving in a world of giant car 
makers—unlike Stuttgart’s local monster, 
DaimlerChrysler. Sales have roared back 
(see chart). Wendelin Wiedeking, Porsche's 
chief executive, expects to shift more than 
50,000 cars in the year to July. The firm's sales 
margin, 12% before tax, is the best in the trade. 
Its shares fetch around €3,400 ($3,090) 
apiece, ten times what they did six years ago. 
New markets are blooming: last month, 
Porsche opened a showroom in Beijing. 
What went right? 

The short answer is Mr Wiedeking. A 
Porsche-trained engineer, he took over in 
1992, when the company’s fortunes were at 
their worst. He made production leaner and 
cheaper. The assembly time of a 91u, a classic 
sports car, is 60% less than in 1992, and Stutt- 
gart’s single production line is capable of 
turning out any variation of the company’s 
two basic models. Mr Wiedeking also 





changed the cars, bringing out a roadster, the 
Boxster, and a new incarnation of the ọn; 
both have been huge successes. To maintain 
a high, uniform polish on the brand, he has 
also centralised marketing and distribution. 

Nonetheless, the road ahead is not en- 
tirely clear. Two checkpoints lie in the way— 
one unavoidable, the other of Porsche’s own 
making. The unavoidable one is the world 
economy, especially America. In the past 
few years, Porsche enjoyed the coincidence 
of a long economic boom in the United 
States, where it sells two-fifths of its cars, and 
a strong dollar. Now the American economy 
is slowing sharply, and the dollar has fallen 
from its peak. 

“No doubt about it: if the world econ- 
omy goes down, we're in trouble too,” says 
Mr Wiedeking. For now, though, demand for 
Porsches remains high, not least in America. 
“A lot of people are waiting for their ordered 
Porsche these days, which is very unusual in 
the United States,” he says. 

This time round, ifdemand should drop, 
the company could cut production and costs 
quickly. Last year, 16,800 Boxsters—around 
one-third of Porsche’s total output—were as- 
sembled by Valmet, a Finnish company that 
is paid per car produced. Mr Wiedeking says 
that hecan stop production there witha tele- 
phone call. In effect, the fixed costs of the 
Finnish arrangement are zero: production 
would take a few weeks to stop, and the cost 
would be less than DMiom. Some Stuttgart 
workers are also on temporary contracts, 
making production there more flexible than 
at most German car factories. 

The second checkpoint is Porsche's ex- 
pansion of its range. Next year it will start 
selling the Cayenne, a sport-utility vehicle 
(suv), which will be built at a new factory in 
Leipzig. That promises rich pickings. The suv 
market is, for now, the fastest-growing bit of 
the car industry. Porsche owners usually 
have two other cars, one of which is an suv. 
Mr Wiedeking also expects the suv market to 
become—like the sports-car market—-seg- 
mented between top brands and the rest. So 
the market is there. Mr Wiedeking reckons 
that the Cayenne could help boost sales by 
“a minimum of 50%”. In addition, demand 
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for suvs ought to vary much less than de- 
mand for sports cars, giving Porsche somein- 
sulation against booms and busts. 

Against all this, there is a risk that by 
making a competitor to such bull-barred 
brutes as the smw x5 and the Mercedes m- 
class, Porsche will sully its image as a maker 
of sleek sports cars (though assessing that 
risk is hard when nobody outside the com- 
pany knows what the Cayenne looks like). 
Mr Wiedeking is sensitive to the problem. 
“There is no doubt...[the Cayenne] must be a 
Porsche,” he says. “We are the only car man- 
ufacturer that’s allowed to badge this pro- 
duct ‘Porsche’. We know from our tradition 
what it means.” 

Asif toemphasise the point, Mr Wiedek- 
ing is planning a “special car”. The Carrera 
GT, pencilled in for 2003, will go from nought 
to 100kph (62mph) in less than four seconds 
and have a top speed of 330kph. But the cr 
will be built only if enough customers sign 
contracts for launch orders. The costs of 
Porsche’s last super-fast car, the 959, were 
double its sales. The losses were buried in the 
marketing budget. Never again, says Mr 
Wiedeking. He seems determined that mak- 
ing money should become as much a part of 
the Porsche tradition as making fast cars. 


Japanese semiconductors 


Lean and clean 


TATEYAMA 


HERE is something peculiarly Japanese 

about the fabrication plants (“fabs”) 
where semiconductor chips are made. The 
orderly precision of the manufacturing line, 
the seamless interaction of humans and ma- 
chines—even the obsessive attention to per- 
sonal hygiene in the “clean room” where the 
circuits are burned on to silicon seems in 
happy harmony with the Japanese soul. Sure 
enough, Nippon Foundry’s fab in the hills of 
Tateyama, across the bay from Tokyo, is do- 
ing well. Sales have shot up and the firm’s 
president, Yukio Sakamoto, has ambitious 
plans to expand. For this, however, Nippon 
Foundry must thank the skills of its new par- 
ent, United Microelectronics Corporation 
(umc), which happens to be Taiwanese. 
Amid much local astonishment, umc’s engi- 
neers are showing the Japanese a thing or 
two about the art of making chips. 

Until 1998, the Tateyama plant lan- 
guished as a second-tier and third-rate sub- 
sidiary of Nippon Steel, Japan’s biggest steel 
company. But with Japan’s chip makers 





Bought in the act 


MOSCOW 


HAT much of the business coverage in 

the Russian press is no more than 
company ‘hand-outs is clear to anyone 
reading it. That money changes hands 
along the way is widely believed but diffi- 
| cult to prove. Now an enterprising public- 
| relations firm, Promaco, has brought the 
| practice of zakazukhi (bought articles) 
into the open, by issuing a fictitious press 
| release and seeing what it cost to have it 
written up asa story. 

The firm invented a new electronics 
store, Svetofor, supposedly opening in 
central Moscow. Of the 21 publications 
tested, one published the press release for 
free (but without checking). Four asked for 
more information, and did not run stories. 
Three said they would run the material as 
an advertisement. But 13 papers and mag- 
azines offered to run it as an article, for 
fees ranging from around $135 at Tribuna, 
a paper backed by Gazprom, the national 
| gas company, to more than $2,000 in the 
official government newspaper, Rossis- 
kaya Gazeta, which printed the story (asa 
| bona fide news item) on its back page. 
Journalists have reacted mostly 
| crossly, rather than shamefacedly, to the 
revelations. The editor of Noviye Izvestiya 
said it made no difference to readers 
whether articles were paid for or not. An- 
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other paper said it printed the piece in ex- 
change for a colour television that it had 
donated, sob, to an orphanage. The editors 
of Nezavisimaya Gazeta apologised, but 
said that honesty was unprofitable, for 
which public-relations companies, not 
journalists, were to blame. When a news- 
paper insists that a puff piece must run as 
an advertisement, not an article, the paper 
complained, the pr folk simply take their 
business to less scrupulous places. 

Under Russian law, advertising must 
be labelled as such. But not necessarily 
very clearly: it is enough to put the article 
ina box. Like this one, presumably. i 
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Robots can do this too 


struggling to restructure, UMC guessed the 
time was right to bring its “foundry” busi- 
ness to Japan. Unlike traditional chip firms, 
which design and build their own products, 
foundries specialise in manufacturing other 


firms’ designs. In September 1998, UMC - a 


bought a 56% stake in Nippon Steel’s subsid- 
iary. A little over a year later, it hired Mr Sa- 
kamoto, a former vice-president of Texas In- 
struments in Japan, to run the show. 

The plant Mr Sakamoto has rebuilt is 
world-class. Land and labour costs are 
higher in Japan than in Taiwan. Nippon 
Foundry has had to stay competitive by us- 
ing more robots, which glide silently along 
overhead rails and roam around the produc- 
tion bays carrying chip wafers. 

Automation cuts labour costs. It also re- 
duces the defects that dirty humans cause by 
bringing dust into the fab’s ultra-clean envi- 
ronment. As a result, 99% of Nippon 
Foundry’s chips are free of defects, com- 
pared with the 80% that Nippon Steel could 
muster. Taiwanese production techniques, 
meanwhile, keep the plant going with al- 
most no stoppages. Nippon Foundry can 
make a chip in half the time taken by other 
Japanese firms. Once his fab is running at 
full capacity, boasts Mr Sakamoto, he will be 
churning out chips at 40% of the cost of firms 
such as Toshiba, Hitachi and NEC. 

Mr Sakamoto claims that the key to Nip- 
pon Foundry’s success is being unJapanese. 
He is a convert to American management 


practices, and has brought with him the a 


usual paraphernalia of American-style gov- 
ernance~robust leadership, share options 


and so on. Japanese firms disappoint him. ~ 4 


Because management is overrun with engi- 
neers, he says, they have paid scant attention 
to production costs. Lacking the profits to re- 
invest in a capital-intensive industry whose 
product cycle continues to shorten, they 
have weakened through each recession and 
are now falling behind Taiwanese and South 
Korean technology. For future chip produc- 
tion, taunts Mr Sakamoto, “we will be taking 
over Japanese factories, because they will be 
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_ tion of George Bush, for example, who 


ne Microsoft. Then, last month, Mr Bush 





restructuring.” 

Of course, Mr Sakamoto is not just being 
rude. Thisis also a sales pitch for his foundry 
services. So far, the big Japanese chip compa- 
nies: have outsourced only commodity pro- 
ducts, such as DRAM computer-memory 
chips, to foundries, most of them in Taiwan. 
As Shin Horie of Goldman Sachs points out, 
however, it might make more sense to keep 
mass-market pram production in-house 
and outsource more exotic products, such as 
logic chips. Because these chips are made in 
smaller numbers, firms by themselves may 
lack sufficient scale to make them economi- 
cally. So far, Nippon Foundry has only at- 
tracted this sort of upmarket business from 
the smaller Japanese chip companies, such 
as Sharp and Sony. 

As it happens, however, Mr Sakamoto 
has a proposition for Japan’s semiconductor 
dinosaurs. He wants to put together a con- 
sortium of five companies. Alongside Nip- 
pon Foundry, this consortium would invest 
¥300 billion ($2.6 billion) in a new, low-cost 
Japanese fab. By sharing the cost of the initial 
investment, says Mr Sakamoto, Japanese 
chip makers can return to the cutting edge of 
new technology. Nippon Foundry, of 
course, will handle all the manufacturing, 
and own half of the equity. So far, says Mr 
Sakamoto, looking not at all bothered by the 
fact, the big companies have declined his of- 
fer. Once the current chip-industry down- 
turn is through with them—since last sum- 
mer, the price of 64mb prams has more than 
halved—they may come around. 


The Microsoft trial 
Judging the 
judge 


FTER months of speculation and spin, 
the tide has turned in Microsoft's favour 

in its epic antitrust battle with the United 
States government. The case returned to the 
courtroom on February 26th. After two days 
of argument before the appeals court in 
Washington, pc, the outlook for Microsoft 
looked better than at any time since last 
June, when Judge Thomas Penfield Jackson 


< ordered the company to be split in two. 


Microsoft won a small victory in 
September when Judge Jackson’s re- 
quest that the case go directly to the Su- 
preme Court was rejected. In the 
months since, a number of other events 
seemed to suggest that things were go- 
ing further Microsoft’s way. The elec- 


has hinted that he is opposed to a 
break-up, was widely seen as good for 


appointed Charles James, who has also 
| criticised the break-up plan, as the 
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Not cleared for take-off 


NEW YORK 


§ HIS last—and biggest—deal in peril? 

The European Commission's decision 
on February 27th to open a full-scale anti- 
| trust inquiry intoGe’s $40 billion takeover 
of Honeywell was not unexpected, but 
will nonetheless be a big disappointment 
to Jack Welch, ce’s boss. 

Mr Welch postponed his retirement to 
get this deal done. He had scoffed at the 
idea that the combined might of the two 
companies in civil aerospace might invite 
scrutiny from Europe’s competition po- 
lice. The takeover, announced last Octo- 
ber, would, he declared, be wrapped up 
by the end of February. Now, he will be 
lucky to close it by July. Worse, the condi- 
tions that Brussels may attach to the deal 
could be enough to make him wonder 
about its value. 

The very things that made buying 
Honeywell seem like a good idea to GE are 
| also keeping Mario Monti, the EU's com- 
| petition tsar, awake at night. For Mr 
Welch, “Gr is buying a high-tech com- 
| pany with 90% overlap with the things we 
| already do.” For Mr Monti, the danger is 
that Ge-Honeywell will be able to use the 
muscle it gets from a range of related pro- 
ducts to squeeze rivals out of the market. It 
was this theory, known as the “portfolio 
effect”, that Mr Monti invoked to impose 
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divestitures after the Exxon-Mobil and 
Honeywell-Allied Signal mergers. 

What seems to be worrying Mr Monti 
most is the relationship between Ge’s 
aero-engine business, all the other avia- 
tion gear that Honeywell brings with it 
(avionics, small jet engines, undercar- 
riages, auxiliary power units, brakes), and 
GECAS, GE Capital’s powerful aviation- | 
leasing arm. Gecas owns 750 planes and 
looks after a further 300. It has huge clout | 
in the market and could use it to force 
plane makers to buy the complete pack- 
age of Ge-Honeywell kit. Nonsense, cE | 
says, Gecas planes have a wide variety of | 
engines and we wouldn’t dream of dictat- | 
ing to aircraft makers how they specify 
their products. | 

The trouble is that Gr’s rivals, such as 
Rolls-Royce and United Technologies, 
and Honeywell’s competitors, which in- 
clude gar Systems and Thales, are unwill- 
ing to take Mr Welch’s assurances of future 
fair play on trust. Ideally, they would like 
to see GE and Gecas sever their links. That 
would be a deal-breaker for Mr Welch 
and is probably more than Mr Monti will 
ask for. But the deal is unlikely to be 
cleared for take-off without some painful 
disposals. This is not how Mr Welch 
wanted to bow out. 
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head of the government's antitrust division. 
The resolution of several other outstanding 
lawsuits against the firm was also seen as 
positive for Microsoft. But none of these suits 
had any direct or immediate bearing on its 
antitrust battle. 

Far more significant has been the com- 
pany’s continuous criticism of Judge Jack- 
son, in particular for speaking to reporters 
while the trial was still going on. Although 
the judge’s comments did not appear in 
print until after he had issued his verdict, 
Microsoft claimed that his remarks—one of 
which likened Bill Gates, Microsoft's chair- 
man, to Napoleon—showed him to be bi- 
ased. The firm’s lawyers subsequently 
agreed not to raise the matter of the judge’s 





conduct during the appeal hearing. But 
when the schedule for the hearing was is- 
sued last month, the court had added extra 
time to discuss this very question. 

This, too, was widely seen as good for 
Microsoft. On the other hand, the court also 
extended the time allotted to discuss the 
question of legal remedies—in other words, 
what sort of punishment Microsoft should 
face—which suggested that it regarded the 
firm as guilty, at least to some extent. 

So when the hearing began on February 
26th, it could have gone either way. Initially, 
things looked bad for Microsoft, as the seven 
appeals-court judges sharply questioned 
the firm’s lawyer, Richard Urowsky. But the 
government's lawyers were then subjected 
to even more aggressive questioning, 
and it soon emerged that several of the 
judges regard many of Judge Jackson's 
conclusions as erroneous. In particu- 
lar, they cast doubt on his finding, cru- 
cial to the case, that Microsoft had 
acted illegally by tying its web 
browser, Internet Explorer, to its Win- 
dows operating system. 

On February 27th, Microsoft had 
an even better day. The court ad- 
dressed three issues. Was Judge Jack- 
son correct in finding that Microsoft 
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had attempted to monopolise the market for 
web browsers, at the expense of Netscape, 
which had pioneered the market? Was Judge 
Jackson’s ruling, splitting Microsoft into two 
separate companies, the correct remedy for 
the firm? And finally, did Judge Jackson con- 
duct the trial fairly? 

The judges queried the finding that Mi- 
crosoft had tried to monopolise the browser 
market. They also seemed unconvinced by 
the plan to break up the company, pointing 
out that this would leave the Windows op- 
erating-system monopoly in the hands of a 
single firm. But the judges reserved their har- 
shest criticism for Judge Jackson. Harry Ed- 
wards, the appellate court’s chief judge, said 
he was “distressed” by his behaviour. If the 
case is sent back toa lower court, it seems cer- 
tain that Judge Jackson will not be allowed 
to hear it again. 

The appeals court’s ruling is not ex- 
pected until April or May. But a break-up of 
Microsoft now seems to be out of the ques- 
tion. Some legal experts are even suggesting, 
for the first time, that Microsoft could win 
outright, and overturn last year’s verdict al- 
together. Failing that, the company might get 
away with little more than a legal slap on the 
wrist, in the form of fines, or demands that it 
alter some of its business practices. Microsoft 
has proved adept at sidestepping such re- 
straints in the past, which is precisely why 
Judge Jackson ordered a break-up in the first 
place. All of which means that the final out- 
come will be what opponents of the case 
have called for from the beginning: Micro- 
soft’s fate decided, for better or worse, by the 
market alone. 

a 





Mobile phones in India 


Another kind of 
net work 


COCHIN 


IKE God-fearing mariners in the age of 
sail, the Christian fishermen who work 
the waters off Cochin, in India’s southern 
state of Kerala, face the prows of their nar- 
row boats to pray. To reach markets on shore 
they use a newer means of communication: 
mobile telephones. This looks like a prime 
example of what srL, one of two mobile ser- 
vice providers in Kerala, calls “connectivity 
for the common man”. 

Proof, then, that new technology can 
better the lot of India’s toilers? In a way, yes: 
in the four years since BPL and its rival, Esco- 
tel, first sniffed opportunity at sea, mobile 
phones have shaken up Kerala’s 28 billion 
rupee ($600m) fishing industry. 

Fish prices fluctuate throughout the day 
and can vary widely among the 17 landing 
spots around Cochin. Before mobile phones, 
deciding which would offer the best price 
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was sheer guesswork. Now fishermen such 
as P. A. “Joy” Clarence, captain of the St Xa- 
vier, which drops its nets about 25km from 
shore, can call ahead. On one recent day, 
says Captain Clarence, the St Xavier turned 
down an offer of 3,000 rupees for its catch in 
favour of a 12,000-rupee bid elsewhere. 

Mobile phones help in other ways. 
When the fishing is good, captains call in 
their friends from less-lucrative grounds, 
says Captain Clarence, displaying a direc- 
tory full of his colleagues’ mobile-phone 
numbers. Carrier boats, which take the catch 
to shore while the mother boat continues 
fishing, are now summoned only when 
there is something to deliver, conserving ex- 
pensive fuel. ppt guesses that 8,000 of Ker- 
ala’s 50,000 fishing boats carry mobiles, not 
including those that use pre-paid cards. 

India’s mobile-phone firms have little 
choice but to cultivate such rustic markets. 
Only a few have licences for big cities such as 
Delhi and Mumbai, where the most obvious 
customers are; the rest must make do with li- 
cences that cover smaller cities and villages. 
They are finding ingenious ways to encour- 
age rural folk to make calls from mobile 
phones, which can in some cases cost less 
than those made on land lines. Escotel sub- 
sidises one mobile phone in each of some 450 
villages in Uttar Pradesh and Haryana. BPL 
has 1,500 “mobile call offices” in rural areas. It 
believes that only through mobile telephony 
can India reach the government's objective 
of connecting all of its 600,000 villages by 
2002. 

The mobile providers’ common touch 
makes for good public relations, especially 
handy at a time when the mobile-phone in- 
dustry is battling a decision by the telecoms 
regulator to let conventional phone compa- 
nies offer “limited mobility” through wire- 
less technology. Even without such compe- 
tition, Indian mobile firms say they offer 
among the lowest call tariffs in the world. 

It is not yet the meekest who are being 
blessed, though. On the sea, it is the big fish 
who can afford mobile telephones. Joseph 
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Xavier, secretary of the Fishing Boat Owners’ 
Association, says that nearly all the big boats 
carry mobiles, but that few of the smaller 
ones do. It is possible that smaller fishermen, 
who may have been pushed back in the sell- 
ing queue, are losing out. The fish markets’ 
middlemen—agents, handlers, traders and 
so on—are certainly not being squeezed out 
by the technology: they, too, are equipped 
with mobiles, which they, like the fisher- 
men, use to find out where they can get the 
best deal. 

On land, middlemen are the mobile 
companies’ best customers outside the big 
cities. They have the most to gain from 
connectivity with distant markets and they 
cluster in towns, where most transmission 
towers are. BPL’s main target markets are 
“communities of interest” around certain 
commodities. “The definition of the com- 
mon man is the commerce man,” says Sam- 
uel Selvakumar, the company’s chief of 
new-business development. The tale of the 
wireless fisherman is true, but not the whole 
truth—like mostsea stories, itis a bit more ro- 
mantic than reality. 





Wine 
In vino profitas 


SAN FRANCISCO 


INE, said Alexandre Dumas, is the 

intellectual part of the meal. He might 
have added that for restaurateurs, it is also 
the lucrative part. Wine accounts for less 
than a third of a typical restaurant’s reve- 
nues, but with mark-ups on a bottle as high 
as 200% it can account for as much as two- 
thirds of profits. Ronn Wiegand, a wine ex- 
pert who advises restaurants on how to keep 
up with the latest trends, says wine drinkers 
are higher spenders, more generous tippers 
and better long-term customers. Little won- 
der, then, that some restaurants deliberately 
set out to attract a wine-loving crowd. 

The tables at Aureole, a restaurant in Las 
Vegas, are overlooked by a $1.2m glass-and- 
steel tower storing thousands of wine bottles, 
into which “wine angels” clad in black 
climbing gear are hoisted like acrobats to 
fetch bottles when required. Veritas, a New 
York eatery, was founded by two wine buffs 
who realised their lives were too short to 
drink their vast collections. Their bottles now 
form the basis of what is perhaps the most 
impressive wine list on earth. It is so long (it 
lists 1,400 wines) that diners are advised to 
peruse the list in advance, via the Internet. 

The beauty of wine, says Mr Wiegand, is 
that with the right decor, a carefully chosen 
list and well-informed staff, many custom- 
ers will trade up from a $6 glass to a $20 glass, 
or from a $30 bottle to a $200 bottle, in an in- 
stant. That incremental revenue, he points 
out, cannot be squeezed out of any other area 
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of running a restaurant. The benefits are not 
just financial. At one California restaurant, a 
staff-training programme increased wine 
sales by around 25% and boosted staff mo- 
rale enormously. 

Maintaining a high-powered wine “pro- 
gramme”, however, is no picnic. Inventory 
control, monitoring sales and just-in-time 
ordering, as well as the ability to retrieve bot- 
tles quickly, are all vital, says Debbie Zacha- 
reas, co-owner and “wine director” of Bacar, 


a restaurant that has just opened in San 
Francisco’s trendy SoMa district. It is also im- 
portant to find a chef who is happy for food 
and wine to be promoted as equals. Even so, 
Mr Wiegand insists that with restaurant-go- 
ers around the world becoming more 
knowledgeable and adventurous, it is not 
just specialist restaurants that can cash in. 
Almost any establishment, he says, can 
boost its profits by improving the selection 
of wines on offer. In vino profitas, indeed. 





Electricity markets 


Beyond the pool 


Britain pioneered electricity-market deregulation. Now it is about to change 
its system for trading power—perhaps for the worse 


OULD Britain’s electricity market be go- 

ing the way of California’s? It may seem 
an outlandish question, given that Britain 
led the world in liberalising its power indus- 
try a decade ago—and so successfully that it 
has inspired reformers everywhere. Califor- 
nia tried to copy Britain, but mucked things 
up badly. The state’s utilities are bankrupt 
and consumers are enduring blackouts. The 
governor is even now organising a bail-out 
for those utilities, which owe creditors more 
than $10 billion, by offering to buy their 
transmission assets at inflated prices. 

The key blunder in the California “de- 
regulation” was setting free the wholesale 
market for power while keeping prices fixed 
in the retail market. When the price of the 
power that the utilities were forced to buy 
unexpectedly soared, they found they could 
not pass on the extra costs to consumers. This 
squeeze has been made worse by the lack of 
“real-time” metering: users receive no price 
signals when demand peaks—and so have 
no incentive to conserve. 

Some analysts are suggesting that up- 
coming changes to Britain’s electricity regu- 
lations will tinker with a successful model in 
ways that are reminiscent of, albeit not iden- 
tical to, these mistakes. Generators are cur- 
rently required to sell their output through a 
central pool in which distributors bid every 
half-hour. The system is reliable, but has 
some unnecessary costs, since the highest 
bid required to ensure that supply matches 
demand sets the price for all the power sold 
in that session. What is more, the govern- 
ment found that some operators were 
manipulating the system and inflating 
prices. So it has decided to scrap the pool and 
move to a market-based system for whole- 
sale power known as the New Electricity 
Trading Arrangements (NeTA). Under the 
new system, which is due to start on March 
27th, generators will be free to contract di- 
rectly with purchasers. 

Will it work? Dieter Helm of Oxford 
Economic Research Associates, a consul- 
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tancy, argues that neta may actually end up 
stifling competition, just as Britain’s electric- 
ity business consolidates into fewer inte- 
grated firms. (This week, for instance, In- 
nogy, a big generator, bought Yorkshire 
Power, a distribution firm, for over $2.5 bil- 
lion.) Mr Helm worries that “NETA may actu- 
ally reduce the threat of entry”, because the 
lack of a mandatory pool will force new en- 
trants into the wholesale market to buy 
power direct from incumbents that also 
happen to be their rivals. 

Even if the sceptics are proven wrong 
and the system does deliver lower prices, it is 
still likely to increase price volatility in the 
short term. One reason is that the complex 
new system may suffer teething pains: al- 
ready, technical glitches have delayed things 
once. In recent days, some jittery electricity 
firms have grumbled that the government 
should delay the launch by a few months. 





Time to check the real-time meter 





Officials this week insisted that nera will 
start as planned, but traders say a cloud of 
uncertainty hangs over the market. 

Britain will surely survive these bumps 
in better shape than California, but it may 
yet run into problems in the longer term. 
Schroder Salomon Smith Barney (sss), an 
investment bank, warns—with Britain in 
mind—that “in certain situations, the Cali- 
fornian scenario could be repeated, espe- 
cially if exacerbated by ill-judged or regula- 
tory intervention.” 

Defenders of Neta point out that Cali- 
fornia set wholesale prices free in a market 
with tight supply, while Britain today has ex- 
cess capacity. That is true, but as sssp’s An- 
thony White notes, the British retail market is 
fragmented and competitive: this means 
that firms will find it hard to pass on any in- 
crease in wholesale costs to customers. This 
is especially true if, as officials predict, NETA 
squeezes out the 10% or so of “excess” profits 
that generators are supposedly pocketing to- 
day. Eroding margins will make it unattrac- 
tive to build plants, and spare capacity will 
eventually decline—as in California. 

In a properly deregulated market, this 
would not be a problem: wholesale supply 
crunches would lead to higher retail prices, 
which would curb demand and provide in- 
centives for new capacity. There’s the rub: re- 
tail electricity prices in Britain, as in Califor- 
nia, are not free to fluctuate with demand. 
Except for a few heavy users, real-time me- 
tering does not exist. Most residential meters 
in Britain are read only sporadically, yet the 
cost of power varies all the time. This sug- 
gests a flawed market design. 

In anew book, “Competition in Electric- 
ity Markets”, the International Energy 
Agency argues that “approaches that do not 
fully deregulate generation and end-user 
supply are not sustainable...partial market 
opening is likely to distort prices.” The 
agency’s boffins say price signals are essen- 
tial, even if only through simple meters that 
alert customers when demand is at its peak. 
In parts of Europe, “red light/green light” 
meters already do the trick. 

Does metering really matter this much? 
A new study by the Electric Power Research 
Institute (EPRI), a research body linked to 
America’s utilities, analysed the effect so- 
phisticated metering had in tests in the 
south-eastern United States and in Britain’s 
Midlands. It concluded that real-time pric- 
ing applied to just a portion of California’s 
industrial customers could reduce peak de- 
mand by about 2.5%. This makes the biggest 
difference when capacity is tightest, says 
EPRI’s Ahmad Faruqui: when a power short- 
age looms, a drop in demand of only 2.5% re- 
duces wholesale prices by up to 24%. Brit- 
ain’s regulators would do well to start selling 
the industry and the public on the notion of 
real-time metering now, before that theoret- 
ical supply crunch becomes reality. 
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BRITISH AMERICAN 
TOBACCO 


Preliminary results 2000 
Record profits - up 11% 


Record volumes - up 7% 


Sustained dividend growth - up 11% 


“Record volumes and record results in a year of tremendous change provide us with a sound 
platform for further growth. In successfully pursuing all aspects of our strategy — organic 
growth, investment in new markets and acquisitions ~ we are building sustainable shareholder 


value.” - Martin Broughton, Chairman 


Final dividend of 20.0p, up 12%, to be paid on 8 May 2001. 


www.bat.com 


Full financial statements for the year ended 31/12/00 will be delivered to the Registrar of Companies and carry an unqualified audit repont 
The 2000 Annual Report is being posted to shareholders at the end of March. Copies of the preliminary announcement may be obtained from the Company Secretary, 
British American Tobacco pde, Globe House, 4 Temple Place, London WC2R 2PG. 
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Leading the cause 


Arthur Andersen has just gone through a messy divorce from Andersen Consulting. Can Joseph 
Berardino reinvent it as the leading adviser to the world’s biggest companies? 


AINT IGNATIUS would be proud. Joseph 

Berardino, who was educated at the Jesuit 
Fairfield University in Connecticut, brings a 
religious fervour to the job of leading Arthur 
Andersen (Aa), the smallest of the “Big Five” 
global accounting firms, declaring that “it’s 
not a business, it’s a cause.” 

aa has been crying out for forceful lead- 
ership. From 1997 until the middle of last year, 
it was embroiled in a bitter and distracting di- 
vorce from its sister company, Andersen 
Consulting, which was recently rebranded 
Accenture after an arbitrator awarded aa 
custody of the Andersen Consulting name. 
Unfortunately for aa, the arbitrator also 
awarded it just $1 billion in damages, far short 
of the nearly $15 billion it was demanding. 
AA’s board ousted Jim Wadia, Mr Berardino’s 
British predecessor—although publicly he re- 
signed, bizarrely claiming the arbitration was 
a“high-point” in his career. 

In contrast to Mr Wadia, who managed through consensus, Mr 
Berardino is a straight-talking New Yorker. He has ditched Aa’s 17- 
member management committee for a five-strong executive team. 
He is also seen as a better negotiator than Mr Wadia: he was one of 
the small team from the Big Five—PricewaterhouseCoopers (pwc), 
Ernst & Young, Deloitte Touche Tohmatsu and krma as well as 
Aa—who led talks with America’s Securities & Exchange Com- 
mission (sec) over its attempts to ban accountancy firms from of- 
fering other services, such as consulting, to audit clients. 

The accountants, particularly aa and Deloitte Touche Toh- 
matsu, fought back aggressively, arguing that a ban would damage 
the quality of audits. After the Big Five wheeled in the heavy Con- 
gressional guns, Arthur Levitt, the sec’s chairman, backed down. 
Although some of the remaining rules still rankle—such as restric- 
tions on the sort of work that the accountants’ affiliate firms can 
undertake for audit clients—the outcome was a huge victory for 
the Big Five. Mr Berardino won much of the credit. 

His hand may have been stengthened by the fact that he is a 
dyed-in-the-wool auditor. He joined aa’s audit practice 28 years 
ago, and his last job was to run “assurance”—-which is centred on 
audit—in North America. Within aa, he has championed the 
cause of the traditionally lower-margin audit business, and (col- 
leagues say) has been sceptical of the firm’s expansion into other 
activities, such as consulting. Although until recently he led aa’s 
Global 1,000 initiative, which touts every- 











partnerships, and thus different systems for 
sharing pay, aa partners enjoy a single, and 
possibly unique, system of remuneration: 
they receive a list of what each of them has 
earned in the past year. 

Despite this openness at partnerlevel, Mr 
Berardino acknowledges the need for. a 
greater sense of “membership” between dif- 
ferent levels of the firm. Dotcoms may no 
longer be the seductive alternative to the de- 
cade-long slog to partnership that they werea 
year ago. Even so, Mr Berardino accepts that 
“we need to be more flexible in sharing our 
success.” He has asked one of the four other 
members of the executive committee, Kay 
Priestly, a New Orleans tax partner, to work 
out how to do this in practice. Her options 
will be limited, though. Mr Berardino insists | 
that aa is “happy to be a partnership” and | 
has ruled out floating parts of the business in 
order to give employees an equity component to their pay. In- 
stead, junior staffers will be “challenged more with work”—~al- 
though greater responsibility is hardly likely to mollify employees 
disgruntled over slender bonuses. 


Standards issue 


Another “a-plus” issue, in Mr Berardino’s lingo, is global account- 
ing and auditing standards. The Big Five came in for fierce criticism 
in the wake of the Asian crisis. Western investors claim they 
thought they were getting western-style accounting standards 
when they read a Big Five name on the audit. Mr Berardino is dis- 
missive of investors’ folly, but admits that clear and consistent ac- 
counting standards are essential if countries are to reduce their 
cost of capital. Moreover, further reform will be needed, he says, to 
make “industrial-age” accounts relevant in a world where compa- 
nies trade at several times book value. 

Shorn of Andersen Consulting, 4a has now dropped from the 
top of the Big Five rankings to the bottom (see chart), Mr Berardino 
wants to grow the business, but insists he will be careful how he 
does it, stressing that the task is “a marathon, not a sprint”. After 
all, for many years Aa was the maverick outsider that rose to chal- 
lenge the other big accounting firms by virtue of its higher growth 
and emphasis on team-building. This is partly due to investment 
in training—Mr Berardino boasts that each employee receives an 
average of 135 hours of formal training each year. Partners expect 
that, on average, the new aa will turnin | 





thing from consulting tolegaladvicetothe | | 
world’s largest firms, some non-audit col- 
leagues worry that he does not fully un- 
derstand their business. 

AA is already much more integrated 
globally than the rest of the Big Five. As Mr 
Berardino points out, “there is one name 
over the door. We're not an alphabet 
soup.” The cohesiveness of aa’s culture 
has been a source of humour to outsiders, 
who have labelled its bean counters “An- 
droids”. While some rivals are still strug- 
gling with a complicated array of national 





income growth of 15% a year indefinitely. 
Apart from competence, Mr Berar- 
dino is promising his fellow partners two 
other character traits: trustworthiness and 
an ability to listen. Whether deliberately 
or not, AA has chosen as its leader aman 
with a missionary zeal for a profession 
that even many insiders find rather dull | 
(even if he does take an unAmerican four 
weeks of holiday a year). He will need to 
persuade his 77,000 colleagues to feel the 
same way if AA is to reach the top of the 
accounting tree again. 
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EU FINANCIAL REGULATION 


A ragbag of reform 


BRUSSELS: 


National governments and EU policymakers are reshaping 
Europe’s system of financial regulation. But they cannot 
agree on which shape will make their markets work best 


CROSS Europe’s financial markets lies a 
colourful patchwork of regulation. In 
Austria, a government department watches 
over the markets, a task that the Irish leave to 
their central bank. The French have two 
main regulators for their markets while the 
Germans have three. With many countries 
still separating the regulation of banks, 
insurers and securities firms, there are about 
4o different authorities currently tying up EU 
member states with red tape. 

These old structures, however, are 
changing. The British set a brand new exam- 
ple last year when they introduced a single 
all-powerful regulator, the Financial Ser- 
vices Authority (rsa), to watch over all their 
financial markets. And in February, an influ- 
ential Eu group of “wise men”, headed by 
Alexandre Lamfalussy, a former chairman 
of the emu, forerunner of the European Cen- 
tral Bank, endorsed the British model and 
recommended a single national regulator for 
each ev country. That led some to wonder 
whether what's good for Britain might be 
good for Europe too. Would the eu benefit 
from having a single “super-regulator”’? 

The Lamfalussy group says that a single 
authority in each member state would bring 
economies of scale, more streamlined man- 
agement, greater transparency and clearer 
accountability. Most eu countries say they 
are heading towards that goal, though so far 
only Denmark and Sweden have gone as far 
as Britain. Belgium, Luxembourg and Fin- 
land have merged the supervision of securi- 
ties and banking, but in seven £u countries a 
separate institution still regulates the securi- 
ties markets. 

The main motive for reform is clear: a 

broader constituency for each regulator is 
expected to reduce the inefficiencies in Eu- 
rope’s fragmented financial markets. This 
fragmentation diminishes the depth and li- 
quidity of the markets and makes the cost of 
capital in Europe persistently higher than it 
is in America. It also makes it more difficult 
for entrepreneurs to find start-up funds. Per 
head of population, there is five times as 
much venture capital available in America 
< vas there is in Europe. 
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America has one national 
regulator for its securities mar- 
kets—the Securities and Ex- 
change Commission (sec). But it 
has several regulators for other 
parts of the financial system. The 
Office of the Comptroller of the 
Currency, the Federal Deposit 
Insurance Corporation, the 
Federal Reserve Board and the 
various state banking commis- 
sions all keep an eye on banks, 
while state insurance commissions regulate 
insurance firms. The regime is a mix of mo- 
nopoly and fragmentation. 

Debate on the reform of financial regula- 
tion in America has emerged at irregular in- 
tervals, usually after the shock of a financial 
scandal. Whenever something goes seri- 
ously wrong—the stockmarket crash in 1987, 
the collapse of the notorious Bank of Credit 
and Commerce International, or the crash of 
Long-Term Capital Management in 1998-- 
reform of financial regulation is hotly de- 
bated. Until now, though, no evidently su- 
perior solution for the regulatory conun- 
drum has prevailed. So each country has 
been left to devise its own system. 

American markets have, by and large, 
pioneered those developments in recent 
years that have made the regulators’ job 
much tougher—rapid innovation, inter- 
nationalisation, and the broadening range of 
businesses in which individual firms take 
part. But none of these has led to radical re- 
form. The American regulatory system has 
not changed fundamentally since 1934 
when the sec was set up. 


Two heads better than one? 


Discussion of regulatory reform in Europe 
has a shorter history. Most European regula- 
tors have not been established for long, and 
change in financial markets has been slower 
than in America. The pressure for reform has 
accelerated with the recent introduction of 
the single European currency and with tech- 
nological progress. The euro (in effect, a sin- 
gle financial market for cash) has integrated 
national bond markets in the euro area, and 






has begun todo the same for equities. Invest- 
ment managers now do their research on 
European bonds and equities by sector, 
rather than by country. At the same time, 
changes in technology have replaced many 
of the old high-decibel trading floors with 
electronic trading platforms. Supervising 
such markets is forcing regulators to rethink 
their traditional methods of regulation. 

The British government, eager to pre- 
serve the City of London’s leading role in fi- 
nancial services, announced a reform of its 
system of regulation in 1997. For years, the 
City had policed itself with self-regulatory 
organisations that covered both wholesale 
and retail financial services. After a pro- 
tracted debate about the wisdom of merging 
all these bodies into one super-supervisor, 
the British parliament finally passed the un- 
wieldy Financial Services and Markets Bill 
last year. It is this legislation that established 
the pioneering rsa. 

The idea of a single regulator is now 
spreading across Europe. Hans Eichel, the 
German finance minister, wants to merge 
his country’s three regulatory bodies (one 
each for banks, insurers and securities 
houses) into one Federal Agency for Finan- 
cial Market Supervision. However, his plan is 
unpopular with state governments, always 
sensitive to incursions into their preroga- 
tives. At the moment, they oversee Ger- 
many’s eight bourses: the government of 
Hesse keeps an eye on the Frankfurt stock 
exchange, for example, while Baden-Wurt- 
temberg watches over the bourse in Stuttgart. 

The French too are talking about merging 
their regulators. France’s main supervisory 
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authority is the Commission des Opérations 
de Bourse (cop), but it shares responsibility 
with two other bodies: the Conseil des Mar- 
chés Financiers, a self-regulatory organisa- 
tion that oversees market transactions, and 
the Commission Bancaire, the watchdog for 
the banking industry. 

The French government is a strong pro- 
ponent of the so-called “twin heads” model 
of regulation—having one regulator for pru- 
dential supervision and wholesale business 
(the markets for financial products between 
professionals), and one for the retail markets, 
where financial products are sold to con- 
sumers. The head of the cos, Michel Prada, 
says that two separate regulatory bodies are 
preferable toone for two main reasons. In the 
first place, they reduce the risk of the retail 
market regulator being “contaminated” by 
its wholesale counterpart, and vice versa. 
And, secondly, they reduce the huge man- 
agement burden that is imposed on a single 
regulator. The cos has fewer than 300 staff; 
the rsa has around 2,000. 

The £u’s bureaucrats have been pursu- 
ing reform for much longer than their na- 
tional counterparts—and with little to show 
for it so far. In theory, £u financial markets 
were supposed to be one single market from 
the first day of 1993. (Remember the 1992 
“single market” programme of directives?) 
At the time, many of the measures that were 
required tocreate a single market in financial 
services, together with more streamlined 
regulation, were put in place. Restrictions on 
capital movements had been largely dis- 
mantled, and the European Commission 
had launched a series of “passport” direc- 
tives designed to let banks, insurers and 
stockbrokers offer their services directly 
across borders without setting up local sub- 
sidiaries. All was in place for the single mar- 
ket in financial services to take off. 
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In practice, however, member 
states delayed the implementation of 
the directives, or did not implement 
the bits that they did not like. At first, 
the commission reacted timidly to 
their recalcitrance, setting up a feeble 
Forum of European Securities Com- 
missions (FESCO) in 1997 to promote 
co-operation among securities regula- 
tors. FEsco’s work has been incon- 
sequential though, largely because it 
does not have any official status. It is 
further handicapped by being obliged 
to work by consensus, and by being 
unable to make recommendations 
that are binding. 

In the aftermath of the launch of the 
euro, Europe’s leaders decided to take more 
robust action to tackle other financial mar- 
kets. They endorsed the European Commis- 
sion’s Financial Services Action Plan (rsap)at 
their Lisbon summit in March 2000, a blue- 
print for integrated capital and financial- 
services markets across the £u. The FsaP rec- 
ommends 42 measures to streamline the 
regulation of retail and wholesale financial 
markets. The latest deadline for their imple- 
mentation is 2005. 

Not content with this deadline, nor with 
the contents of the plan, the French govern- 
mentdecided to try both to tinker with itand 
to speed it up. In the second half of last year, 
when France held the presidency of the 
Council of Ministers, Laurent Fabius, the 
French finance minister, suggested setting 
upasmall committee to study the possibility 
of a more radical plan. In it he wanted to in- 
clude the establishment of a pan-European 
regulator to be headquartered (not surpris- 
ingly) in Paris. 

Britain was staunchly opposed to the 
setting up of such a committee and tried un- 
successfully to block it. To calm Britain's 
worries, a British treasury official, Sir Nigel 
Wicks, was made a member of the commit- 
tee that was eventually formed under Mr 
Lamfalussy’s chairmanship. It produced an 
interim report last November and a final re- 
port in mid-February. 


Competing visions 

Despite all this activity, neither national 
governments nor policymakers in Brussels 
have made up their minds about the best 
form of financial regulation for Europe. 
Most ku member states now consider a sin- 
gle supervisor for all financial services to be 
the best solution within their own domain, 











although there are those who want to keep 
regulation of the wholesale market apart 
from regulation of the retail side. 

By the same token, a pan-European reg- 
ulator would seem to be the most efficient 
way to put an end to Europe’s regulatory rag- 
bag. Yet the idea of competition between dif- 
ferent jurisdictions offering their own brand 
of regulation has its supporters. While the 
French campaign for a single European regu- 
lator, Britain’s chancellor of the exchequer, 
Gordon Brown, is fiercely opposed to the 
idea. The Germans are also in favour of a 
pan-European regulator, though they are 
less keen than the French. Caio Koch-Weser, 
a state secretary at the German finance min- 
istry, has said that at some stage a pan-Euro- 
pean regulator will be on the agenda. By re- 
forming its regulatory set-up, his country is 
to “foreshadow” that development. 

Mr Lamfalussy’s group stops short of 
proposing a single regulator (or even “twin 
heads”) for the whole of the Eu—although its 
recommended creation of a securities com- 
mittee to speed up the eu’s cumbersome leg- 
islative procedures has been seen by some as 
an embryonic sec. “This is an open-ended 
process,” says Mr Lamfalussy. His commit- 
tee’s report has only proposed measures that 
it thinks can be implemented in the next few 
years. Mr Lamfalussy is, he concedes, a fed- 
eralist—but a pragmatic one. 

His group was not asked tocome up with 
a counterproposal to the commission’s FSAP. 
Rather, it was expected to highlight the most 
urgent measures needed to streamline the 
regulation of securities markets in the £u. 
Hence the group’s final report focuses on the 
modernisation of rules for investment and 
pension funds, on the adoption of interna- 
tional accounting standards, and on a single 
“passport” for stockmarkets. Mr Lamfalussy 
wants all these reforms implemented by 
2003, although he admits it “will be tricky”. 
Other priorities on the list are less controver- 
sial—a single prospectus for issuers; the prin- 
ciple of mutual recognition for wholesale 
markets; and the modernisation of ex- 
changes’ listing requirements. 

Ironically, many of the group's recom- 
mendations have been under discussion for 
years, or are in some cases already part of an 
EU directive. Many of these proposals, how- 
ever, came out half-baked. The key invest- 
ment-services directive, for instance, which 
sets conditions for a single su-wide licence 
for investment firms, and which empowers 
stock exchanges to operate across borders, 
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was watered down and implemented belat- 
edly. Although the directive was approved 
in 1992 (after three years of tortuous wran- 
gling), many governments waited until 1996 
toimplement it. In order to get it approved at 
all, the commission had to tolerate many 
ambiguities in the text. For instance, some- 
thing as basic as the definition of a profes- 
sional investor is unclear. 

Mr Lamfalussy makes much of the dam- 
age that has been done by the delays in tack- 
ling what he calls “priority” measures. Na- 
tional governments still stick to protectionist 
investment rules for investment and pen- 
sion funds, for example. The Italian govern- 
ment requires that pension funds invest a 
considerable portion of the money that they 
manage in government bonds. And multi- 
national companies are obliged to run a dif- 
ferent pension plan for their employees in 
each member state of the union. 

Asa result, the average American invest- 
ment fund is six times bigger than its Euro- 
pean equivalent, and between 1984 and 1998 
the average real return on pension funds was 
10.5% in America and 6.3% in eu countries 
that impose strict restrictions. The people 
who suffer most from Europe's protectionist 
rules are pensioners themselves. And as 
more and more of them come to rely on priv- 
ate-sector schemes, their loss will be even 
greater. 

Mr Lamfalussy is also concerned about 
the damage that is being done by the con- 
tinuing failure of most eu member countries 
to introduce rules on disclosure comparable 
to American standards. This failure means 
that investors in the ev are not properly pro- 
tected. For instance, information on the 
stock options granted to the directors of Ler- 
nout & Hauspie, a troubled Belgian com- 
pany developing speech-recognition tech- 
nology, could only be found at the sec’s 
“EDGAR”, an electronic register in America 
that gathers and analyses data on compa- 
nies. Even the Belgian authorities that are in- 
vestigating Lernout for allegedly inventing 
revenues had to turn to the sec for help. Ka- 
rel Lannoo at the Centre for European Policy 
Studies in Brussels is among those in favour 
of introducing a European EDGAR once the 
single European prospectus is a reality, and 
once EU accounting standards are more 
homogeneous. 

Almost stronger than the Lamfalussy 
committee's desire to give new impetus to 
proposals for reform that, in many cases, 

_have been discussed for years, is its desire to 
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accelerate decision-making procedures 
within the £u, and tocontrol more tightly the 
implementation of directives by member 
states. At present, the commission makes a 
legislative proposal to the Council of Minis- 
ters and the European Parliament. They then 
shunt it around in a complex co-decision 
procedure that takes on average more than 
two years. The takeover directive has been in 
the works for 12 years (and has still not been 
adopted), while the European company 
statute has been discussed, on and off, for 
more than 30 years. 

Mr Lamfalussy calls for a four-level ap- 
proach to decision-making and the imple- 
mentation of financial-market proposals. At 
the first level, the Council of Ministers, the 
European Commission and the European 
Parliament would agree on “framework” 
legislation and would decide which of the 
measures to be implemented should be 
passed to the next level. 

At this second level, a newly created “se~ 
curities committee”, made up of represen- 
tatives of the commission and of member 
states, would reach agreement within three 
months on the technicalities of the new leg- 
islation. This they would do after consulting 
market participants and consumers. “The 
government representatives on the securi- 
ties committee should be just under the fi- 
nance minister,” says Mr Lamfalussy. Pre- 
dictably, the idea of such a committee has 
aroused the wrath of the European Parlia- 
ment. It worries that the committee will be- 
come a means for removing important deci- 
sions from democratic accountability. 

Levels three and four of the Lamfalussy 
approach to decision-making involve co- 
operation among national regulators via a 
“regulators’ committee”. Its purpose will be 
to improve the implementation of £u legis- 
lation by the better enforcement of Ev rules. 

The timetable for the Lamfalussy plan is 
ambitious. It is to be debated by the Euro- 
pean Parliament in mid-March, where it is 
unlikely to have a comfortable ride, and it 
will then come before the European Council 
at its meeting in Stockholm at the end of 
March. There, the list of priorities in the plan 
is due to get the community's stamp of ap- 
proval. The commission is then to begin set- 
ting up the securities committee and the reg- 
ulators’ committee in April and May, and by 
December the two committees should be in 
operation. All Mr Lamfalussy’s recommen- 
dations are due to be implemented by 2004, 
a year earlier than the deadline of the com- 
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mission’s own action plan. 

This is ambitious. Even if Mr Lamfa- 
lussy’s four-level approach is simpler than 
the Kafkaesque co-decision procedure cur- 
rently in place, it is still a complicated struc- 
ture. Moreover, some of the measures on his 
priority list (such as the move to interna- 
tional accounting standards) are very likely 
to take more than two years to implement. 


The role of the regulator 


The debate about financial-market regula- 
tion in Europe has moved from considering 
the merits of self-regulation versus statutory 
regulation, to whether a single regulator 
should police all financial services. The Lam- 
falussy report has done nothing to help re- 
solve this dilemma. 

Financial regulation exists for three 
main reasons. It is there to provide a safety 
net that will prevent the collapse of one 
bank, insurer or investment manager trig- 
gering the failure of others. It is also there to 
supervise the integrity of financial institu- 
tions and to protect individual consumers 
from malpractice and fraud. And itis there to 
act as the watchdog of financial markets, 
policing insider dealing, malpractice and 
other offences. 

If it is tricky for a single national author- 
ity to combine these different objectives of 
regulation, it is even harder for a supra- 
national regulator. How can a single orga- 
nisation hope to protect investors, police fi- 
nancial institutions, and watch markets in 15 
different jurisdictions? Even if it were desir- 
able to try, some form of common jurisdic- 
tion would be essential. On top of every- 
thing else, a regulator has to be firm and 
effective to gain credibility. If the eu’s track 
record in enforcing its directives on financial 
regulation is anything to go by, a pan-Euro- 
pean regulator would be neither. 
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2000 1999 
£m : US$m US$m 





6,452 Profit before tax 9,775 7,982 








4,374 Profit attributable to shareholders 6,628 5,408 


34,146 Capital resources 50,964 44,270 








Earnings per share ; 0.65 ** 





Dividends per share 0.435 0.340 ** 
Cash earnings per'share*** 0.81 0.66 ** 
Semanan a 
The Group 3 total capital ratio and tier 1 capital ratio at yearend 2000 were 13.3 per 
cent and 9.0 per cent respectively. A 
* The second interim dividend of US80.285 per share is translated at the closing 
rate. Where required, the dividend will be converted into sterling or Hong Kong 
dollars at the exchange rates on 23 April 2001. , 
** Restated to reflect the share capital reorganisation-implemented on 
2 July 1999. 
*** Cash earnings per share comprise basic earnings per-share after adding back the 
impact of goodwill amortisation. ` 
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FINANCE AND ECONOMICS 


Piecing China's 


markets together 


HONG. KONG 


If China could merge its various stockmarkets, the result would be one of the 


world’s biggest 


T WAS supposed to be a merely symbolic 
change, but it caused a stampede. On the 
morning of February 26th China’s middle 
classes turned out in force to queue at their 
bank branches. When the doors opened, in- 
civilities occurred. Within a couple of hours, 
some 2,500 savers in Shanghai alone had 
opened new accounts to buy something 
they hitherto could not: Chinese- 
listed shares denominated in hard 
currencies. When, two days later, trad- 
ing in shares resumed after a one- 
week suspension, the market soared. 

The market in question is for so- 
called “s shares”. Until now this was 
an unglamorous and illiquid category 
reserved for foreigners. Chinese, in 
turn, were allowed to invest only in 
yuan-denominated “a shares” de- 
nied to foreigners. That, at any rate, 
was the theory. In practice, four-fifths 
of the s shares listed in Shanghai (and 
denominated in American dollars), 
along with three-fifths of those in 
Shenzhen (denominated in Hong 
Kong dollars), are held by Chinese na- 
tionals who have set up illicit overseas 
accounts. When Beijing allowed its 
own people to buy s shares this week, 
itmerely legitimised what was already 
common practice. 

The real significance, however, 
goes to the core of China’s economic 
reforms. Ever since 1978, China has 
been changing from a planned econ- 
omy to a market-based one. Stock- 
markets barely existed a decade ago. Now, 
they have taken on a central role in this 
transformation. The trouble is, the markets 
are still a mess. Beijing’s gesture this week 
was the first step in a series of moves to sort 
them out. 

In Beijing’s version of “socialism with 
Chinese characteristics”, the stockmarket 
plays two roles. The first, says Andy Xie at 
Morgan Stanley in Hong Kong, is to facilitate 
a “massive debt-equity swap” for the Chi- 
ese economy. China’s domestic saving is 
enormous: it runs at around 40% of cpp. But 
these funds have traditionally been allo- 
cated in the least efficient way, through the 


SE THE ECONOMIST MARCH JRD Z001 


state banking system. Most lending goes to 
awful state-owned enterprises (soes), and at 
least a quarter of the loans are bad. By chan- 
nelling savings into the stockmarket, the 
government hopes that capital will be better 
allocated. It hopes, among other things, to 
raise cash to pay pensions and unemploy- 
ment benefits to the millions laid off from 





sors~—and so to avoid social unrest. 

The second role is more subtle, but more 
far-reaching. Jun Ma, an economist at Deut- 
sche Bank in Hong Kong, says that soes need 
the discipline and scrutiny that markets pro- 
vide if enterprise reform is to work. The pri- 
vatisation of China’s biggest state firms is 
still taboo. By ensuring that soes have mi- 
nority shareholders, the government hopes 
to inspire companies to improve their cor- 
porate governance, transparency and com- 
petitiveness (though see box on next page). 

So China’s Communists have grown 
fond of bourses. In the past decade, over 
1,000 companies-~almost all state-owned— 





have won a-share listings, with another. 
1,000 to come this decade. Stockmarket cap- 
italisation has risen from nothing to half of 
cop. China's a-share market is now Asia’s 
third-largest, behind Tokyo and Hong Kong. 

For foreign investors, this means noth- 
ing. China’s currency is convertible on the 
current account (for trade, say) but not on the 
capital account. The s-share market, with 
just 1% of a shares’ capitalisation, is trivial, 
Most foreigners invest only in mainland“ 
companies that have issued “n shares” listed 
in Hong Kong (and most of these are dogs), or 
in state-controlled companies that are in- 
corporated and listed in Hong Kong (so- 
called “red chips”). Hong Kong's legal system. 


and standards of regulation give investors ` 


some reassurance. Mr Ma reckons that 
“mainland” companies, all told, will reach 
35% of Hong Kong’s market capitalisa~_ 
tion this year. 

Yet the fragmentation of China’s 
equity market negates much of its 
purpose. A company with a, s and # : 
shares today has three wholly differ- 
ent valuations, none with much con- 
nection to fundamentals. Until last 
week, a shares traded at four times the 
price-earnings ratio of the corre- 
sponding s shares in Shenzhen, and 
three times the ratio in Shanghai. The 
gap between a and i shares is not 
much smaller. 

Distortions such as these were 
bound to persist as long as domestic 
savings remained locked in Chinese- 
currency shares, and overseas savings 
remained locked out of them. More- 
over, A-share companies have made 
only a tiny part of their equity avail- 
able for trading. Vast sums of money 
have been chasing few shares. Mean- 
while, n shares have languished. 

For valuations to converge, China 
has to link its various share classes,” 
Hence the excitement this week. The - 
move was seen as a first step towards 
eventually integrating a and n shares as well. 
When this happens, say analysts, China will- 
have the world’s fourth largest stockmarket, 
after America, Japan and Britain. 

Complete integration is out of the ques- 
tion until China makes the yuan convertible, 
and that is years off, if not decades. Even so, 
progress is possible. Beijing's Communists 
are studying Taiwan’s practice of allowing 
foreign capital into its market, without full 
convertibility. To do this, Taiwan makes for- 
eigners apply for licences to buy local cur- 
rency and shares—and for licences to sell 
them. In this way Taipei can partially control 
capital flows, and limit the stakes that for- 
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eignersownin localcompanies, The Taiwan- 
ese devised the method as a way to prevent 
mainland Communists from sabotaging the 
island economy.China is copying the idea. 

In the meantime, China has other ideas 
for knocking its stockmarket into shape, 
ake the timetable ao uncertain. 
Regulators say they will delist companies 
that make losses for three years running, so 
clearing the market of duds. They also intend 
to ditch a quota system that determines the 
order in which companies may list and that 
favours politically connected soes at the ex- 
pense of private firms. There are also plans to 
list foreign-owned joint ventures and to 
combine the Shenzhen and Shanghai main 
boards for more liquidity. Lastly, a “second 
board” for more entrepreneurial companies 
will soon be launched in Shenzhen. Some 
1,500 firms have already applied. 

On the demand side, too, change is un- 
der way. Today, the a-share market is 
dominated by 60m generally clueless—and 
certainly powerless—retail investors. Regu- 
lators are going to give them the chance toin- 
vest in mutual funds. and pension funds run 
by professionals. After China joins the 
World Trade Organisation, probably later 
this year, foreign fund managers will be al- 
lowed to compete for this business. If most 
of the promised reforms to China’s stock- 
markets are actually carried out, they might 
even want to. 


Bank reform in Japan 


Distress 


TOKYO 


called Taiheiyo Bank, only to collapse again 
in the mid-1990s. It ended up as Wakashio 
Bank, bailed out by Sakura Bank, a much 
bigger bank, which provided all of its ¥40 
billion ($350m) in capital. 

Five years on, Wakashio is in trouble 
again. One-sixth of its ¥425 billion in loans is 
non-performing, more than double the rate 
at other regional banks. Until recently, Wa- 
kashio had set aside provisions against these 
loans, or it had held collateral. Yet this prac- 
tice has simply kept the loans rotting on its 
books, which now frightens some of its de- 
positors. So Wakashio will write off three- 
quarters of its bad debt as early as next 
month, in order to bring the bad-debt ratio 
down to 4%. It will sell the loans to the Reso- 
lution and Collection Corpora- 
tion (RCC), a public organisation 
set up to buy up bad loans, and 
to several private bidders. 

But Wakashio has made a 
nasty discovery. As of last Sep- 
tember, the bank had provi- 
sioned for only about one-tenth 
of its dud loans. Yet it held collat- 
eral worth, supposedly, 80% of 
its bad debts (which still left 
about 10% of bad debts uncov- 
ered). The shock now is that Wa- 
kashio may get a mere ¥3 bil- 
lion-4 billion for collateral it 
thought was worth ¥39 billion or 
so. Why the huge discrepancy? 


OR a measure of how painful new bank 

reforms in Japan might be, look at the 
story of a single institution, Wakashio Bank. 
A smallish bank with 31 branches centred - 
around Tokyo, Wakashio already has the 
distinction of having failed twice in the past 
dozen years. In its first incarnation as Daiichi 
Sogo Bank, a mutual savings bank, it lost a 
bundle through poor property investments 
and involvement in a price-rigging scam. In 
1989 the bank re-emerged as a regional bank 








I'd like a run on your bank, please 











his plans. Some companies do have inde- | 
pendent directors, but if these show up at a 











HONG KONG 


T IS never quite clear whom China’s 

shareholders should be more afraid of: 
their brokers, or the directors who run their 
companies. Either way, fear is called for. 
Last month one of China’s most respected 
economists, Wu Jinglian, complained that 
“China’s stockmarkets are worse than aca- 
sino”. If anyone was surprised by that 
judgment, it was only because such blunt- 
ness is unusual in China. 

China’s a-share market was the 
world’s best performer last year, in front of 
Venezuela. Encouraging, you might think. 
Unfortunately, this was partly due to mar- 
ket-ramping carried out by a handful of 
powerful insiders. According toCaijing,an 
unusually brave newspaper, the managers 
of ten big investment trusts took regular 
trips to the sauna. There—naked, sweaty, 
and demonstrably unbugged—they rigged 
the market. 

Not that valuations would have been 
honest in their absence. In January the 
government’s official auditor admitted 
that atleast two-thirds of China’s 1,300 big- 
gest state-owned enterprises (sors) cook 
their books. Accountants at independent 


auditing firms reckon that proportion to be 
an understatement, Price-earnings ratios 
are not much use in a country where earn- 
ings are whatever a corporate board wants 
them to be. 

Not so much the corporate board, 
come to think of it, as the “keyman” who 
calls the shots. He is often the chairman, 
chief executive and a senior member of the 
Communist Party all in one. The board of a 
typical sor exists mostly to rubber-stamp 








meetings they are rarely expected to speak. 
They have no particular reason to, since 
negligence is not a ground to sue the board; 
nor, often, is fraud. Class-action suits do 
not exist in China, and if they did, the 
country’s courts would not know what to 
make of them. In any case, the keyman and 
his party friends would have a quiet word 
with the judge—always assuming that the 
procuracy was not already a shareholder 
in the company. 

If the China Securities Regulatory 
Commission (csrc) has any say, this is not 
how it will be. Led by some of China’s 
toughest reformers, the commission has in 
recent months started cracking down on 
market fraud so hard that the bull market 
has faltered. Unlike most government de- 
partments, the csrc has few taboos. It has 
even poached one of Hong Kong’s top se- 
curities regulators, Laura Cha, to be a dep- 
uty chairman. Until recently, appointing to 
such a high post someone not just from 
outside the Communist system but from 
outside the mainland was unheard of. She 
even carried an American passport, but 
has now swapped it for a Hong Kong one. 
Political correctness is not quite as dead as 

all that,even at the csrc. 
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Indonesia offer the discriminating traveller a 
breadth of experiences that is unrivalled in 
all of Asia. From the luxury, sophistication 
and multi-cultural heritage of cosmopolitan 
Singapore to the adventure and breathtaking 
natural diversity of Indonesia, experience 
two holidays in one. For more information 


visit WwWwWw.newasia-singapore.com or 
Enjoy the Original Singapore Sling at The Raffles Hotel. 


START with 
a DRY 
MARTINI 
then WET 
your PANTS. 


> ib. This message is brought to you by the Singapore Tourism Board and the Indonesian Department of Culture and Tourism. 
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Land prices continue their steep decline, 
whilst much of the bank’s collateral is in the 
form of golf courses and cemeteries—which, 
with sitting tenants, as it were, are notori- 
ously hard to sell. Wakashio is unable to 
bridge this gap itself. It has begged Sakura, 
Fuji Bank and others to help out. Since these 
banks figure it is cheaper to lend more to Wa- 
kashio than to admit they'll never get their 
original subordinated loans back, they 
agreed this week toextend ¥64 billion of aid. 

Wakashio’s experience has painful im- 
plications for the rest of Japan’s debt-ridden 
banks. Its decision to write off, rather than to 
write down, its bad debt is exactly what the 
new financial affairs minister, Hakuo Yana- 
gisawa, is now prescribing for the whole 
banking sector. His method would lead to 
lots of disposals. Even the biggest banks have 
around half of their bad-debt provisions in 


the form of collateral rather than cash re- 
serves. Most, like Wakashio, will suffer huge 
losses when they try to sell these assets. 

Property assets, says Brian Waterhouse 
of HsBc Securities, are hard to put a price on, 
since market transactions are few. And 
property auctions can take over two years to 
complete. Some banks are giving up hopes of 
reclaiming anything at all. Miyazaki Bank, 
on the southern island of Kyushu, admits it 
will fall into the red after fully provisioning 
for loans to Seagaia, a resort operator which 
collapsed earlier this month. Although it 
holds ¥10 billion of collateral on its ¥14 bil- 
lion loan, the bank warns that “it will be ex- 
tremely difficult to get anything for the col- 
lateral.” 

With big losses in the offing, can banks 
afford to go along with Mr Yanagisawa’s re- 
form proposals? If Wakashio is any indica- 
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tion, probably not. Mr Yanagisawa contin- 
ues to insist that the banks do not need, and 
will not get, another round of public funds to 
help them out, Instead, he wants other mea- 
sures to make loan sales easier. 

Yet any benefits will almost certainly 
come too late for smaller banks such as Wa- 
kashio, which are already starting to see runs 
on deposits. Although the government's 
safety net protecting depositors will not ex- 
pire until March 2002, that still means one- 
year deposits taken out after April will be at 
risk. This is what prompted Wakashio to 
clean up its books. Other banks will follow 
suit. They, too, will turn to their bigger breth- 
ren for help. But the big banks are none too 
healthy themselves—at least, not without 
the large dose of cash that Mr Yanagisawa 
absolutely promises, swears, repeats till he’s 
blue is not called for. 

SOC RENE POEN SAANEET „m 





Japan's economy 


Stalled, or worse 


TOKYO 


The next three articles describe worsenin 


Japanese and American economies, 
cheerful outlook for Europe. Japan first 


I JAPAN back in recession? Officials used 
to brush the question aside. But figures 
published on February 28th showed that in- 
dustrial production, by default the most reli- 
able guide to Japan’s economic cycle, fell 
3.9% between December and January. This, 
the sharpest drop since 1993, prompted the 
Bank of Japan to cut interest rates by 0.1 per- 
centage points, to 0.15%, only a day after its 
governor, Masaru Hayami, had vowed to 
ease monetary policy no further. But then, 
what's a tenth of a point? 

The economy seems to be hanging by a 
thread. Weakening demand in America has 
walloped Japan just as signs of life were be- 
ginning to appear among its high-tech man- 
ufacturers. Japan’s intricate trade relation- 
ships with its Asian neighbours, which also 
live or die by high-tech exports, have ampli- 
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conditions in the 


and a comparatively 





fied the effects. The eco- 
nomics and trade ministry 
sees no relief ahead. It predicts a big quarter- 
on-quarter drop in production for the first 
three months of the year. 

A second effect is at work: a dangerously 
weak financial system. The stockmarket is 
now at a 15-year low. Japanese investors are 
rightly worried about the solvency of the 
country’s banks, whose capitalisation fluc- 
tuates with the value of their huge share- 
holdings. As a result, confidence among 
small and medium-sized companies, which 
are responsible for employing four-fifths of 
the workforce, has collapsed. Memories of 
the financial crisis of 1997-98, during which 
tens of thousands of firms were abruptly de- 
nied credit, are all too fresh. 

Signs of a weakening economy are bad 
enough. Scarier still is the ceaseless muddle 
among Japanese policymakers. No one will 
take much comfort from the central bank’s 
rate cut. It raised rates for the first time in ten 
years only last August. Now the Bank looks a 
hopeless mess, its economic judgment dis- 
credited, and it tacitly admits as much. In a 
statement this week, it noted the “renewed 
concern that downward pressure on prices 
stemming from weak demand might inten- 
sify”: an admission of sorts that it blundered 
in raising rates in the first place. The half- 
hearted size of the cut, meanwhile, simply 
looks face-saving, and in the worst sort of 
way—to leave a little wriggle room for Mr 
Hayami to keep his job. 

He may yet have to go, paving the way, 





perhaps, for a more ener- 
getic policy, such as print- 
ing money. Neither the fi- 
nance ministry nor the 
politicians of the Liberal 
Democratic Party, which 
dominates the govem- 
ment, are likely to come to 
the Bank’s rescue. Its mis- 
takes are taking the heat off 
them, for now. Perhaps 
sensing Mr  Hayami’s 
doom, the central bank broke with its taci- 
turn ways this week to return some fire.” 
Structural reforms in the banking system and 
elsewhere were essential for recovery, it said, 
adding that “the Bank strongly hopes that 
such reform efforts accelerate further in a va- 
riety of fields.” That’s telling them. 





Stockmarkets in America 


Confidence 
tricks 


NEW YORK. 


Y SOME estimates, the fees earned last 

year by Wall Street’s investment banks 
from underwriting the initial public offer- 
ings (rros) of technology companies ex- 
ceeded the combined sales of those firms. 
Unless the Nasdaq soon stops plunging and 
rallies enough to revive the iro market, those 
banks’ profits will plummet. Some Wall 
Street economists say that the only way for 
the United States to avoid a deep recession is 
for the Federal Reserve to cut interest rates 
by enough to get the Nasdaq soaring again. 

Each depressing piece of economic data 
brings with it talk that the Fed will cut rates 
before its next scheduled meeting, on March 
2oth. The public comments of Alan Green- 
span, its chairman, certainly foster hopes of 
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a Nasdaq bounce, sooner or later. This week, 
in congressional testimony, he reiterated his 
belief that investment in new technology 
will produce strong, long-term growth in 
corporate profits, boding “well for contin- 
ued capital accumulation”—and, presum- 
ably, for shares. Mr Greenspan’s comments 
look designed to ooze confidence and pre- 
vent panic. Any reluctance now to admit 
that last year’s interest-rate increases were 
meant in part to burst a Nasdaq bubble is 
understandable. 

Did a slowing economy cause Nasdaq to 
fall, or was it the other way round? Blaming 
Nasdaq is plausible when you consider the 
impact of a stockmarket fall on consumer 
confidence, which now seems to be at reces- 
sionary levels. The connection between Nas- 
daq and consumer confidence, and hence 
between Nasdaq and aggregate demand, 
does seem compelling (see chart), yet econo- 
mists may be exaggerating it. Most of the 
drop in consumer confidence occurred sev- 
eral months after the Nasdaq bubble burst. It 
may have owed more to a weakening jobs 
market than to a stockmarket “wealth ef- 
fect”. Besides, to focus solely on the Nasdaq 
overstates the scale of any negative wealth 
effect during the past year. The broader Wil- 
shire 5000 index, which better reflects the ex- 
posure of investors to American shares, has 
fallen by much less than the Nasdaq. 

Where the bursting of the Nasdaq bub- 
ble has really hurt is through its impact on 
technology spending, Robert Barbera, an 
economist at Hoenig, an investment bank, 
points out. Capital, in effect, was free to tech- 
nology firms when venture capitalists bet on 
multiplying their money within months. At 
the same time, “old economy” firms spent 
heavily on technology to avoid, as they saw 
it, being killed by new rivals. Whatever Mr 
Greenspan says, a big chunk of this demand 
will not return even after the current “ad- 
justment” in the economy is over. 

Worse still for hopes of a Nasdaq recov- 
ery, says Mr Barbera, profit growth is likely to 
be on a much lower long-term path than the 
annual rate of 25-30% that analysts projected 
until recently. In future, tech firms’ employ- 
ment costs are likely to be higher, because 

















workers will be less willing to take share op- 
tions in place of cash. Firms will also find it 
harder to get away with the creative ac- 
counting that has enabled many, for in- 
stance, to book revenues but not costs in a 
merger. The books were cooked, and Nasdaq 
investors may find you can raise a soufflé 
only once. 
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The European economy 


Odd man out 


HE world’s two biggest economies, 

America and Japan, seem to be sliding 
dangerously towards recession. Will the euro 
area follow them? 

On the surface, the latest news is grim. In 
January, unemployment in the euro area 
rose for the first time in almost four years, to 
8.8%. New figures this week also showed that 
Germany’s Gpp growth fell to an annual rate 
of only 0.8% in the fourth quarter of 2000, 
down from over 4% in the first half. But other 
economies within the euro 





planned long before talk of recession sur- 
faced in America; the timing, you could say, 
turned out to be fortunate. 

Last, but not least, another reason for 
hoping that the economies of the euro area 
will hold up is that they do not suffer from 
the same sorts of imbalances that threaten to 
turna mild American downturn intoa reces- 
sion. In Europe, household saving rates have 
remained fairly high, and private-sector 
borrowing has been relatively modest. 

Measures of business and consumer 
confidence signal only a mild slowdown this 
year. Since last October the average predic- 
tion for growth in the euro area in 2001, in The 
Economist’s poll of forecasters, has fallen 
from 3.1% to 2.6%; this compares with esti- 
mated growth of 3.4% last year. Over the 
same period the average forecast for Amer- 
ica has plunged from 3.5% to 1.8% (see chart). 
Deutsche Bank estimates that even if cpp 
growth in America is zero this year, the euro 
area would grow by 2% all the same. 

The blame for the slowdown seen so far 
in Europe cannot be pinned on the United 
States. Rather, the main culprit is weaker 
consumer spending follow- 





area are still thriving. GDP 
in France and the Nether- 
lands grew at annualised 
rates of between 4% and 5% 
in the fourth quarter. As a 
result, Euroland as a whole 
probably grew ata fairly re- 
spectable rate of around 
2.5%. This explains why, 
unlike in America and Ja- 
pan, the European Central 








ing a squeeze on real in- 
comes. In the year to De- 
cember, the volume of retail 
sales fell in Germany, 
France and Italy. Real wages 
in the euro area have actu- 
ally fallen over the past 
year. Inflation has risen, but 
wage growth has remained 
relatively modest, thanks to 
increasingly flexible labour 








Bank (ecs) has not felt the 
need to cut interest rates. 

An American recession would clearly 
dent growth in the euro area, but by less than 
in some other parts of the world. For a start, 
the euro area’s exports to America amount to 
only 2.5% of its GDP, so even a sharp fall in 
American imports would have a limited im- 
pact on Europe’s overall output. 

However, direct trade flows understate 
the influence of the American economy. In 
recent years European firms have built up 
large stakes in American companies, and so 
a growing share of their profits depends on 
the fortunes of corporate America. Germany 
is particularly exposed. The sales of Ameri- 
can-based affiliates of German companies 
are five times bigger than Germany’s exports 
to the United States. 

An American recession would also in- 
fect Europe through stockmarkets. If Ameri- 
can share prices keep sliding, they will prob- 
ably drag European stocks down too. The 
good news is that European consumer con- 
fidence is less sensitive to swings in share 
prices than American consumer confidence: 
Europe’s households own fewer shares. 

Economies in the euro area will also be 
cushioned this year by tax cuts, worth alto- 
gether a net 0.6% of Gpr, These cuts were 


markets, 

Growth in the euro area is almost certain 
to outpace growth in the United States this 
year. Many Europeans will be pleased about 
that, but in fact there is little room for com- 
placency. The rise in January’s unemploy- 
ment may turn out to be a blip; if not, a 
weaker jobs market would soon dampen 
consumer confidence. 

While growth has remained robust, the 
ECB’s main concerns have been inflation 
and a weak euro. Headline inflation in the 
euro area fell in January to 2.4%, but remains 
above the ecs’s ceiling of 2%. Core inflation, 
which excludes food and energy, rose to 1.6%. 
Until core inflation stops rising, the ecs is 
likely to be in no hurry to cut rates—unless, 
that is, growth suddenly falters. 

After regaining about 15% against the 
dollar between last October and early Janu- 
ary, the euro has since slipped back. If it re- 
sumes its climb, that would probably en- 
courage the ECB to cut rates, in order to 
prevent a tightening in overall monetary 
conditions. If America really does go into re- 
cession, the euro might well climb strongly 
against the dollar. That would further 
squeeze the euro region’s exports, making an 
interest-rate cut more urgent. 

a 
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“The London Stock Exchange 


Clearer 


ONDON'’S biggest securities firms have 
long lobbied for a central counterparty 
(cer) for trades done on the London Stock 
Exchange (ise). Now they have got one, but 
they are still unhappy. They want the same 
for the whole of Europe. 

A central counterparty is an intermedi- 
ary that stands in the middle of all share 
trades in a given market. This role allows the 
number of share transactions that need to be 
settled to be cut drastically. Dealing firmscan 
“net” their total purchases against their total 
sales. Capital needs to be put up to back the 
settlement only of the residual trades. This 
suits the biggest firms. But two failed mergers 
at the ise, decision-making by committee 
and uncertain management, help explain 
the delay in bringing in such a sensible 
scheme. 

On February 26th the sg, the London 
Clearing House and Crest, which settles Brit- 
ish equities, launched a ccr. Much needs to 
be done. It will not be possible to net posi- 
tions fully until early next year. 

London’s big securities firms see a 


streamlining of the Lse’s trading structure as 
a step in the right direction. Yet the biggest 
savings, of around €: billion ($920m) a year, 
would come with a pan-European central 
counterparty. A group of 24 large banks has 
acted by forming the European Securities 
Forum. It is planning to design a pan-Euro- 
pean facility, partly in order to stop five of 
the biggest investment banks setting one up 
on their own. The plan is ambitious. Though 
the European ccr is supposed initially to 
cover all European equities, it wants eventu- 
ally to cover bonds, derivatives and over- 
the-counter instruments. Not even Ameri- 
can markets have a central counterparty for 
all financial instruments. 

In the face of increasing competition, Eu- 
rope’s exchanges could do with a more effi- 
cient trading structure. Euronext, a continen- 
tal stock exchange that offers central 
counterparty and netting services via its 
clearing house, Clearnet, says it is happy to 
discuss partnerships with other European 
clearing houses to find a pan-European sol- 
ution. On the other hand, Deutsche Börse, 
running Frankfurts markets, has not yet 
launched a central counterparty. And 
merger talks last year between Clearnet and 
the London Clearing House came to nothing. 








Tax beast 


MOSCOW 


OU might think it reasonable of Rus- 

sians to regard the tax inspectorate as 
a form of Antichrist. Doubtless this would 
have something to do with the officials’ 
evil ways—their mafia-like methods, ski 
masks, machine-guns and baseball bats- 
rather than anything to do with, say, high 
technology. 

No, in fact. It is the com- 
puterisation of the tax sys- 
tem, notably the use of bar 
codes to make tax forms 
readable by machine, that 
recently alarmed parts of 
the Russian Orthodox 
church. To a knowing eye, 
the three sets of lines that 
mark the beginning, mid- 
| dleand end of the dataona 
| bar code look like the 
stripes that represent “six” 
in binary form. Turn to 
your Bible, Book of Revelations, and you 
find that this 666 device is the number of 
the “beast” which, as the end of the world 
draws near, will force people to receive a 
mark on their foreheads and right hands, 
without which “no man may buy or sell”. 
That last part clinches it. Many thousands 
of churchgoers, understandably cautious 

[bon hastening the end of the world, 
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boycotted the new tax forms. 

On February 2oth, a theological com- 
mission assigned by the church to investi- 
gate the matter found “no basis whatever” 
for the suggestion that the apocalyptic 
number recurred in every tax code. One of 
the systems used internationally for the 
bar-coding of goods in su- 
permarkets could be inter- 
preted as including the 
number, they noted—but 
there was no reason why it 
would crop up more than 
occasionally in the Russian 
tax codes. Er, right. Good 
point. 

In seven closely argued 
pages, they called on em- 
ployers to be more under- 
standing of workers who 
declined the tax numbers 
they were given—but with 
unusual firmness rebuked the zealots 
who insisted that everyone must reject 
their codes or riskdamnation.People who | 
condemned others for accepting their | 
numbers were endangering their own 
spiritual health, the theologians warned. | 
Their physical health as well, most likely: 
make it lose its temper, and that tax in- 
spectorate can also be a bit of a beast. 
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European trade 


Zero—sum ? 


ASCAL LAMY has done it. After five 

months, the European trade commis- 
sioner has pushed through huge tariff re- 
ductions for 48 of the world’s poorest coun- 
tries, All goods but arms—with exceptions 
for bananas, sugar and rice, to be phased out 
later—will be imported into Europe free of 
tariffs. And you thought that Europe’s exter- 
nal trade policies were unenlightened. 

Exactly how much will the developing 
countries gain? Ah well, Not very much, ac- 
tually. Michael Finger at the World Bank says 
thatonce the new regime comes into forceon, 
March sth, the 48 poorest countries’ exports 
will grow by 15-20%, or about €15 billion 
($1.4 billion), over the year. That is fine, but 
Mr Finger notes that most of the countries in 
the new plan make the same products as 
other poor economies currently exporting to 
Europe. He predicts that virtually all the 
poor countries’ upsurge in exports will come 
at the expense of other developing countries, 
many of them only slightly better off than 
the poor 48, Sugar exporters in Swaziland, 
which is not one of the 48, have already ex- 
pressed concem. 

Research under way at the United Na- 
tions Conference on Trade and Develop- 
ment suggests that the amount of the shift 
could itself be exaggerated. Stefano Inama, 
who manages UNCTAD’s project on market 
access, notes that poor countries often fail to 
fill Europe’s existing preferential import 
quotas. They lack the manufacturing capac- 
ity or the product variety to exploit them 
fully. Mr Inama also fears that some crops 
will be transferred from excluded countries 
into the chosen 48, for duty-free export to 
Europe. 

Messrs Inama and Finger both worry 
that subtler forms of protection will con- 
tinue. Non-tariff barriers such as sanitary 
regulations (for foods) and rules-of-origin 
restrictions (for textiles) will continue to 
limit the volume of poor countries’ exports. 
Indeed, the European Commission’s own 
paper on the impact of the new regime states 
that production in the affected countries fre- 
quently fails to comply with European mar- 
keting standards, 

So Mr Lamy’s plan may do no more than 
move a little bit of income from some poor 
countries to some even poorer ones. Other 
benefits are possible. It may raise the profile 
of the poorest countries’ exports, improve 
their trading infrastructure and encourage 
the cannibalised countries to move up the 
export food-chain. The biggest benefit, how- 
ever, may accrue to Mr Lamy. He can bank 
any goodwill arising from the new policy 
and cash it later, when trying to launch a 
new round of multilateral trade talks. 


75. 
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From investment boom to bust 


America’s productivity gains have been fuelled by a splurge in spending on 
information technology. What happens if that investment suddenly stops? 


IRMS in America have spent like no to- 

morrow on snazzy computers and 
communications equipment. Indeed, in 
the past five years, investment in informa- 
tion technology has increased by an an- 
nual average of around 25% in real terms, 
accounting for no less than one-quarter of 
the country’s total cpr growth. The recent 
profit warnings from high-tech firms are 
therefore rather alarming: their sales so far 
this year are well below expectations. Is the 
rr boom turning to bust? 

This question is important, for two rea- 
sons. First, a severe slump in investment 
could turn a mild economic downturn into 
a deeper recession. Second, a fall in rr in- 
vestment would dampen longer-term 
productivity growth. Several studies sug- 
gest that increases in the amount of rr capi- 
tal per worker (ie, “capital deepening”) 
have accounted for two-fifths of the total 
increase in labour productivity growth 
since 1995. Total business investment has 
risen to a record level as a share of cpp. If 
the pace of rr investment now proves un- 
sustainable, productivity growth will fall. 

In the fourth quarter of last year, 
American firms’ total capital spending fell 
for the first time in nine years. rr invest- 
ment continued to grow, but at a much 
slower pace. Since June, firms’ orders for 
electronic and electrical goods have fallen 
by almost 20%, a signal that rr investment 
will shrink this year. 

Business investment usually falls in a 
downturn, but this time the risks are 
greater. A growing number of economists 
think that the tech bubble that is now pop- 
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ping, along with firms’ own inflated expec- 
tations about future returns, encouraged 
excessive investment. In recent years, IT in- 
vestment has closely mirrored the Nasdaq 
share index. As profits fall and tech shares 
slide, rr budgets are likely to be slashed. 

In recent weeks, American economists 
have been stressing the differences be- 
tween Japan's bubble in the 1980s and the 
American one in the late 1990s. Unlike in 
America, Japan’s bubble engulfed prop- 
erty as well as equities. The country’s bank- 
ing system also started off much shakier 
than America’s today. Yet the parallels be- 
tween investment and productivity in 
America and Japan deserve attention. 

Japan also enjoyed an investment 
boom in the 1980s. Japanese firms’ invest- 
ment rose from 13% of Gpp in the early 
1980s to more than 19% by 1990--a similar- 
sized increase to that in America, where 
business investment has jumped from 9% 
of Gpp to 15% over the past decade. The cur- 
rent conventional wisdom is that Japan’s 
investment was a near-total waste; and 
that, unlike that in the United States today, 
it did not yield an increase in productivity 
growth. Yet figures from an investment 
bank, uss Warburg,show that Japan’s pro- 
ductivity growth did indeed quicken, from 
an annual average of 2.1% in the early 1980s 
to 3.4% in the latter half (see chart). In other 
words, Japan’s productivity growth then 
was even more vigorous than America’s 
growth of late. Since 1995 America’s pro- 
ductivity growth has averaged 2.7% a year. 


Double bubble 


After its bubble burst at the start of the 
19908, Japanese business investment col- 
lapsed and productivity growth stalled. 
During the past decade, annual labour 
productivity growth has fallen toonly 1%. Is 
America destined to suffer a similar fate? 
One reason why investment in Amer- 
ica is unlikely to fall so sharply as in Japan 
is the different composition of its capital 
spending. rr equipment has a shorter life 
than buildings or industrial machinery. A 
faster rate of depreciation means that to 
achieve a given reduction in a firm’s capital 
stock, gross investment needs to fall by 
less. However, as Bill Dudley, chief econo- 
mist at Goldman Sachs in New York, 
points out, high depreciation means that 
gross investment is also larger in relation to 





GDP. It means that the short-term impact 
on the economy of a decline in investment 
is more severe. But any adjustment to the 
desired size of capital stock may be swifter, 
so reducing the risk of a prolonged, Japa- 
nese-style downturn. 

The risk of an rr investment bustisnow 
rising. Profits are shrinking, credit condi- 
tions have tightened, and there is growing 
evidence of a glut in capacity. In recent 
years America’s capital stock has leapt in 
relation toGpp. Mr Dudley estimates thatif 
firms decided to reduce rr spending by 
enough to slow the growth in the ratio of 
the rr stock to Gop back to its average pace 
of the past decade—ie, still allowing for the 
capital-deepening process to continue— 
this would imply an 8% fall in nominal rr 
spending in 2001. If, on the other hand, 
firms decided to fix their capital stock in re- 
lation to Gpr at its 2000 level, that would 
imply a 20% fall in rr this year. 

What does this mean for productivity? 
Economists at Goldman Sachs have also 
estimated that if real growth in 17 spending 
falls to zero this year (implying a fall of 
5-10% in nominal terms, as rr prices de- 
cline), then this would reduce productivity 
growth by three-quarters of a percentage 
point compared with where it would oth- 
erwise have been. That would still leave a 
faster rate than in the first half of the 1990s. 

However, a downturn in investment 
has long-lasting effects on productivity 
growth. For instance, even if the growth in 
iT investment returns to a robust 15% an- 
nual rate by 2003, Goldman Sachs reckons 
that productivity growth would still re- 
main half a percentage point lower by 
2005. If, to take a grimmer scenario, zero 
growth in rr spending in 2001 were fol- 
lowed by growth of only 5%, then by 2005, 
productivity growth would be reduced by 
more than a full percentage point. 

America’s productivity growth is likely 
to remain above its level of the early 19908, 
unless rr capital spending stagnates for 
several years. But the further investment 
growth falls over the next year or so, the 
more estimates of underlying productivity 
growth will need to be revised downwards. 
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Just press print 


MENLO PARK 


The ability to print computer components, rather than making them on 
silicon wafers, could lead to lighter, cheaper computers—and you could even 


roll them up 


HICH invention had the greater im- 
pact: the printing press or the com- 
puter? Now imagine the potential impact of 
being able to combine the two and mass- 
produce computers almost as easily as 
newspapers, by printing them out on to thin 
films of plastic. That goal is what Rolltronics, 
a firm based in Menlo Park, California, has 
set out to achieve. It hopes to do this by ex- 
tending a manufacturing technique, called 
“roll-to-roll” processing, so that it can be 
used to make computer components cur- 
rently made in the form of silicon chips. 
Roll-to-roll, as its name suggests, in- 
volves winding a continuous roll of flexible 
material (such as paper, plastic or metal foil) 
from one spool to another. Along the way, 
the material is subjected to a series of manu- 
facturing steps. This approach is used to do 
things from printing newspapers to coating 
the insides of potato-crisp bags. Roll-to-roll 
manufacturing is also used to create flexible 
wiring, such as the transparent plastic “rib- 
bon” connectors seen inside ink-jet printers. 
Rolltronics plans to take the next step, and 
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extend the process to make flexible logic cir- 
cuits, memory and other components. 
Compared with the traditional ap- 
proach, in which chips are made in batches 
in expensive factories, roll-to-roll processing 
involves far lower set-up costs, and can be 
more easily scaled up.Soifitcan be extended 
to produce computer components, it would 
be a cheap and fast—not to mention flexi- 
ble—way to make electronic devices. 


Soul of anew machine 


A roll-up computer requires four distinct el- 
ements, says Michael Sauvante, Rolltronics’ 
boss. Itneeds flexible logic circuitry (todo the 
actual computing), flexible memory or stor- 
age, a flexible power source, and a flexible 
display. This last element is the focus of 
much attention from researchers trying to 
make “digital paper” that can be reconfi- 
gured to display arbitrary text and images. 
Rolltronics will leave others to develop this 
technology. The power source is also taken 
care of: several firms make thin-film batter- 
ies, which could be recharged by flexible so- 
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lar cells already being manufactured in a 
roll-to-roll process by lowa Thin Film Tech- 
nologies (iTFT), a company based in Boone, 
Iowa. So Rolltronics has formed a partner- 
ship with rrer to concentrate on the two re- 
maining pieces of the puzzle: logic circuitry 
and storage. 

Making flexible circuitry is difficult be- 
cause logic circuits are traditionally made of 
transistors etched into a crystalline silicon 
wafer, which is rigid. But it is possible to lay 
down a thin layer of silicon on a flexible 
plastic sheet, through a process called vac- 
uum deposition. This silicon can then have 
transistors etched into it in the usual way. 
The problem, however, is that the silicon 
layer is amorphous, rather than crystalline. 
This affects its electrical properties, and 
means the transistors must be much larger, 
and switch much more slowly, than the 
transistors in a conventional chip—bad 
news if you are trying to build a computer. 
And while amorphous silicon can be tumed 
into crystalline silicon by heating it, the high 
temperature required causes plastic to melt. 

One way around this is to devise novel 
transistors that are themselves made of plas- 
tic, and therefore flexible. Rolltronics is tak- 
ing a different approach. The company has 
licensed several patents from America’s 
Lawrence Livermore National Laboratory, 
where a team led by Paul Carey devised a 
clever way to turn amorphous silicon into 
the crystalline kind without high tempera- 
tures. By zapping the silicon with a laser it is 
possible to heat it, and cause it to form crys- 
tals, without melting the plastic. The result- 
ing silicon can be treated with the usual 
chip-making processes to make transistors 
that are small, flexible and reasonably fast. 

Rolltronics is working towards this flexi- 
ble circuitry in two steps. To start with, it is 
developing a roll-to-roll process to make 
amorphous-silicon transistors on plastic 
film, Although these will be big and slow, 
they will have their uses. They could be used 
to make cheap radio-frequency identity 
tags—in essence, printable bar-codes that 
transmit an identifying code in response toa 
pulsed radio signal. Such tags, the size of a 
grain of rice, are currently used to tag every- 
thing from pets to televisions, and cost a few 
dollars apiece. Making cheaper tags using 
roll-to-roll would dramatically extend the 
range of uses. Amorphous-silicon transistors 
could also be used to make the “backplane” 
circuitry inside flat-panel computer dis- 
plays. At the moment, this circuitry is made 
on glass. Using flexible plastic instead would 
be lighter, cheaper and less likely to break in 
a laptop computer that was dropped. 

After that, says James Sheats, a re- 
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searcher at Hewlett-Packard who is also 
Rolltronics’ chief technical adviser, the next 
step will be to apply Dr Carey’s work and 
make smaller, faster transistors on plastic 
film. Dr Sheats is optimistic that it will be 
possible to achieve performance equivalent 
to an Intel 80286 microprocessor (with a 
clock speed of around 10mHz) without too 
much difficulty. This would be enough for 
many applications, such as pocket calcu- 
lators or handheld organisers, and there is 
room for further improvement. 

That just leaves the memory, for which 
Rolltronics has licensed patents from a 
group of researchers at the University of 
Texas led by Allen Bard. Dr Bard and his col- 
leagues have developed a novel form of 
memory that consists of a thin layer of or- 
ganic liquid crystal sandwiched between 
two sheets of glass. Each glass sheet has rows 
of conducting wires running across it, and 
the two sets of wires are at right angles, so 
that a voltage can be applied across the liq- 
uid crystal at any chosen intersection. Al- 
though the exact mechanism is still not en- 
tirely understood, it turns out that 
illuminating the liquid crystal, applying a 
voltage across a small region of it, and then 
turning off the light source causes a small 
amount of charge to be stored in that region. 
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This means it can be used as a memory. 

By replacing the glass sheets with plastic, 
Rolltronics plans to manufacture a- flexible 
version of this memory using a roll-to-roll 
process. Its storage potential is enormous: Dr 
Sheats says that initially, a single layer of 
memory the size of a sheet of writing paper 
will be able to store one billion bytes (a giga- 
byte) of data. Admittedly, this unusual 
memory requires an internal light source, 
but the amount of illumination required is 
tiny and consumes less power than the logic 
circuits that are used to read data in and out. 
And as with the flexible circuitry, this tech- 
nology has commercial applications on its 
own, in devices such as portable computers 
or digital cameras. 

The long-term plan is to make a com- 
plete flexible computer in a laminated sand- 
wich just a couple of millimetres thick. Of 
course, it is all still vapourware. But it is 
worth noting that one of Rolltronics’ early 
supporters was Clayton Christensen of Har- 
vard Business School, the champion of the 
notion of “disruptive technologies”--that is, 
innovations that take the incumbents in a 
particular industry by surprise. If Rolltron- 
ics’ plan pans out, it could prove to be a ca- 
nonical example. 
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Stem cells 


Loose change 


ELLS in the body, like workers on the job, 

can get stuck in a rut, doing the same old 
thing day after day without prospect of pro- 
motion or relocation. When change comes, it 
can be for the worse: adult cells locked in 
dead-end positions as skin or kidney cells, 
say, sometimes take on dramatically differ- 
ent properties, but usually as part of a nastier 
turn of events, such as cancer. 

Alan Colman and his colleagues at prt 
Therapeutics, a Scottish biotechnology firm, 
have been trying to give such cells a second 
lease on life. At a recent meeting of British 
fertility experts, they claimed to have found 
a way tocoax adult skin cells from a cow into 
becoming heart-muscle cells—in the labora- 
tory, at any rate. Such reprogramming of 
adult cells has long been the goal of those in- 
terested in so-called “therapeutic” cloning, 

Cloning, or nuclear transfer, involves 
shifting the nucleus of an adult cell into an 
egg which has had its nucleus taken out. The 
resulting cell, or zygote, then has all the ge- 
netic material and biochemical machinery it 
needs to get on with the business of becom- 





UR coats have fallen from grace in many 

parts of the world, but chilly northern 
nations continue to farm millions of mink 
for their pelts. The animals are housed in 
barren cages that provoke controversy and 
| protest from animal lovers, but fur farmers 
insist that mink are completely adapted to 
life behind bars. What do the animals 
themselves feel about their surroundings? 

To answer this, Georgia Mason of Ox- 
ford University and her colleagues have 
| applied a little economic theory. Animals, 
like human consumers, have to make the 
most of limited resources. Instead of 
money, they trade physical exertion and 
time. The things they want depend on the 
environment they evolved in. Wild mink 
swim, roam, delve into tunnels and hunt, 
so their commodities presumably include 
water, space, tunnels and prey. Caged 
mink, claim animal advocates, are frus- 
trated without these resources, and suffer 
as a result. Fur supporters contend that 
such “wild” urges have been bred out. 

To settle the debate, Dr Mason and her 
colleagues treated their animals to life with 
a water bath, tunnel, chewable toys and an 
extra straw-lined bed in addition to their 
normal cage. They regarded the mink as 
consumers, recording how often they vis- 
ited the extra cages containing each of the 
“treats”. The mink had to pay for their 











treats by pushing against heavy doors to 
gain access. By varying the weights of the 
doors, the researchers could measure mi- 
croeconomic variables such as consumer 
surplus and reservation price, which re- 
veal how much consumers value a com- 
modity. Their results are published in this 
week’s Nature. 

Water, it turned out, matters the most 
tomink—and not merely to drink. They re- 
fused to be thwarted by increasingly heavy 
weights, and continued to force doors 
open in order toswim. In human terms, the 
mink deemed the water bath to be a staple 
such as bread, for which consumers con- 





Where’s my swimming pool? 
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tinue to pay the asking price even when the 
cost goes up. By contrast, the tunnel was 
more readily forsaken by the mink when 
the going got tough, much as a person 
might forgo restaurant meals when prices 
rise. The other treats were intermediate in 
the value placed on them. 

Dr Mason believes that knowing an 
animal's willingness to pay costs is as close 
as science is likely to come to an accurate 
estimate of an animal's own view of the 
situation. It provides a direct insight into 
what gives it pleasure, she says, since plea- 
sure has probably evolved to motivate 
cost-benefit decisions in the way that fear 
evolved to motivate animals to flee, and 
hunger to keep them fed. Indeed, depriving 
the mink of their swims caused as much 
physiological stress as denying them food. 
When the door to the water bath was 
locked for a day, the mink’s urine was col- 
lected and analysed for cortisol, a hormone 
associated with stress. Cortisol rocketed to | 
the same level as when food was withheld 
for 24 hours. 

Fur farmers with a conscience have one 
idea still to cling to. Meaningful economic 
decisions are possible only when consum- 
ers are familiar with the available com- 
modities. Exposure to the treats may have 
activated desires in the experimental mink 
that would otherwise have lain dormant. 
Farmed mink, on the other hand, never 
know any alternative. For them, swimming 
may be “out of sight, out of mind”. 
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ing an embryo, It also becomes a ready 
source of embryonic stem cells which can 
transform themselves into the different cell 
types needed to build a body. Most adult 
cells lack this versatility. But when their nu- 
clei are transferred intoeggs, something hap- 
pens which gives them the potential to get 
into new lines of work. 

Many researchers, and needy patients, 
are hopeful that embryonic stem cells might 
one day provide a supply of replacement tis- 
sue for organs worn out through disease and 
old age. Because the transplanted nucleus 
could come from one of the patient’s own 
cells, the resulting stem cells would be ge- 
netically identical to the donor. Therefore 
any “spare parts” grown from such cells and 
popped back into the patient might avoid 
the problem of transplant rejection which 
comes with genetically mismatched grafts. 

But cloning is a troublesome business. 
Experience with species cloned thus far, in- 
cluding sheep, cows and pigs, shows it to be 
very inefficient; according to one estimate, it 
would take 280 human eggs to produce a sin- 
gle line of embryonic stem cells. Human eggs 
are in short supply, and hard enough to ob- 
tain for routine in vitro fertilisation, let alone 
to meet the additional demands of thera- 
peutic cloning. 

There are ethical dilemmas to deal with 
too. Therapeutic cloning is essentially the 
same as reproductive cloning, but without 
the final step of implantation in a woman's 
uterus. Regulations in Britain, which were 
recently amended to allow research into 
therapeutic cloning, stipulate that the cloned 
embryo must end its days in the laboratory 
within 14 days of creation. Even with this 
safeguard, together with stern prohibitions 
on the reproductive cloning of humans in 
most countries with sufficient resources to 
do it, many feel that therapeutic cloning is a 
step too far. 

If researchers understood what exactly 
happened in the “reprogramming” process 
to reinvigorate the transplanted nucleus, 
they might be able to repeat it on adult cells 
directly, without having to go through the 
cloned embryo step. This is essentially what 
Dr Colman claims to have done, creating a 
line of cells which, in the test tube, look like 
embryonic stem cells, and some of which 
turn into a cluster of heart cells that beat. 
How Dr Colman's team has done this is a 
mystery, since the group will not reveal its 
method until its patents have been sorted 
out. Even Dr Colman is unsure whether he 
really has stem cells on his hands: he needs to 
show that the altered skin cells can produce 
other cell types, as well as heart cells. 

Despite this uncertainty, many have 
greeted pet’s work as a way around the tricky 
business of working with stem cells derived 
from human embryos, cloned or otherwise, 
causing the firm’s share price to leap. But 
John Gearhart, a stem-cell expert at Johns 
Hopkins University in Baltimore, warns that 
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it would be rash to-give up on human em- 
bryonic research, which is showing promise 
in treating animal models of paralysis and 
other disorders—though scientific and com- 
mercial obstacles mean that routine therapy 
for humans is still far off. When it comes to 
stem cells, it is far too soon to write off, or buy 
into, any one approach. 
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Eliminating dams 


Not so fast 


T THE base of the Sierra Nevada moun- 
tain range in central California, on the 
south fork of the Kern river, a small green 
valley sits in marked contrast to the sur- 
rounding brown hills. This hidden vale, 
crowded with willow and cottonwood trees, 
is home to one of the largest breeding popu- 
lations of an endangered bird called the 
south-western willow flycatcher. And it ex- 
ists only because the Lake Isabella Dam, 
completed in 1953, created floodplains that 
allowed this riverside (or “riparian”) habitat 
to flourish. 

To America’s environmental activists, 
dams are wicked. Calling for them to be re- 
moved has become one of the movement’s 
loudest and most popular demands. Dams 





affect water quality, reduce species diversity 
and impede the progress of salmon and 
other fish as they make their way upriver 
from the sea. They can also harm down- 
stream ecosystems that evolved to take ad- 
vantage of a river’s sporadic flood pattern. 
But as the Lake Isabella Dam illustrates, 
when endangered species are involved there 
can be competing environmental interests 
on the other side of the dam-removal debate. 
Indeed, campaigners are coming to realise 
that in some instances, removing a dam can 
do more environmental harm than good. 

In California, for instance, where more 
than 90% of the state’s natural wetlands have 
been lost to development, displaced species 
have had to make do with whatever habitat 
they can find. Although the wetlands 
created by a dam may not be comparable to 
what was there before the river's obstruc- 
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tion, there is little else left. The same is true in 
many of the more arid regions of the western 
United States. 

Dam removal can also prove detri- 
mental when the dam is holding back pol- 
luted sediments, notes Margaret Bowman of 
American Rivers, a conservation group. The 
removal of the Fort Edwards Dam on the 
Hudson river in New York in 1973 released 
several tonnes of sediment contaminated 
with polychlorinated biphenyls (pcss), ex- 
tremely persistent organic pollutants that 
are toxic to fish and other aquatic and terres- 
trial species. Fishing on the river was banned 
in1976, and the clean-upis still underway. As 
a result of pca-contaminated sediment a 
dam in Massachusetts that had been slated 
for removal was repaired instead. 

Dammed lakes can also be important for 
waterbirds, which use them both as stop- 
overs on their migratory paths and as per- 
manentresidences, says Jamie Skinner of the 
World Commission on Dams (wep), which 
has just completed the final phase of a two- 
year study of the broader impact of dams. 
Such reservoirs tend to have a less diverse 
bird population than natural lakes, but they 
make up 8% of all internationally important 
wetlands. And it turns out that they play a 
significant role in drier regions such as South 
Africa, where the presence of dammed lakes 
creates year-round habitats for some water- 
bird species. 

Even so, experts warn that whereas some 
species have thrived in the wetlands that 
spring up around dams, these tend to be 
common species, not the rarer ones. The 
south-western willow flycatcher, says Ms 
Bowman, is the exception rather than the 
rule. But situations like the flycatcher’s are 
likely to become more common as riparian 
habitats and wetlands disappear. 

There is no doubt that when a dam is 
built, it can wreak havoc on the surrounding 
environment. The wcp estimates that 67% of 
all dams have a negative environmental im- 
pact. The reservoirs they create will flood out 
natural wetlands and riparian habitats, 
while downstream the same kinds of habi- 
tats will suffer from lack of water. Further- 
more, the artificial wetlands created on a 
dam’s floodplains are usually murkier and 
warmer than the natural wetlands that ex- 
isted before. As a result, the altered habitat 
tends to create a setting more favourable to 
non-native species. 

But as Andrew Cohen, an environmen- 
tal scientist at the San Francisco Estuary In- 
stitute in Richmond, California points out, 
most biologists would agree that while re- 
moving dams helps native species, returning 
the rivers to their natural state is an ideal that, 
realistically, can never be met. Instead, he 
says, sometimes it is better to leave an exist- 
ing dam in place to preserve the species that 
remain. Damned if you do, damned if you 
don't, so to speak. 
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risk if the venture’s endgame is discussed 
upfront.” William A. Sahlmann, 
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China's lost decade 


The cycle of dissent and repression in China is not inevitable 


667 HE Tiananmen Papers” makes a stag- 
gering claim. It purports to reveal the 
secret deliberations of China’s senior lead- 
ers—in their own words—during that long 
stand-off in the spring of 1989 between stu- 
dents, intellectuals and ordinary folk in Beij- 
ing’s Tiananmen Square, and the Commu- 
nist leaders in Zhongnanhai, their 
compound not far away to the north-west. 
After missteps on both sides—there were 
countless smaller stand-offs in cities across 
China—escalating confrontation led the 
leaders on June 3rd-4th to call in tanks and 
infantry. Itis a calamity for China that by re- 
sorting to deadly force those leaders put a 
freeze on change that continues to this day. 
If genuine, the Tiananmen book is im- 
portant for two reasons. It strongly suggests 
that most of the standing committee of the 
Politburo, China’s formal apex of power, 
were not hardliners who saw in the protests 
the germs of anarchy or, worse, another cul- 
tural revolution. The majority were reform- 
ers, led by Zhao Ziyang, then secretary-gen- 
eral of the Communist Party, who sought a 
dialogue with the students and was even 
ready to discuss their demands, including an 
admission of Communist corruption, a freer 
press, greater accountability for officials and 
a public reappraisal of the protests. Yet when 
consensus within the committee proved im- 
possible, the hardliners, led by Li Peng, then 
prime minister, forced the 
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put China well on the road to an open, civil 
society under democratic institutions. Yet, as 
one of the editors of “The Tiananmen Pa- 
pers”, Andrew Nathan of Columbia Univer- 
sity, nicely puts it, the lesson of Tiananmen 
drawn by the Chinese leadership was just 
the opposite: it confirmed their deepest in- 
stinct that politics was “all about force”. 

This gloomy conviction helps explain 
the regime’s present hostility to autonomous 
groups such as house churches and sects like 
the Falun Gong. An informative recent col- 
lection, “Falun Gong’s Challenge to China”, 
underlines, among other things, why this 
sect elicits such a head-cracking response: if 
politics is indeed just about force, dissent is 
bound to be treated as an assault on author- 
ity and met, not with arguments, but with 
batons or worse. 

There is a second, more hopeful reason 


to think “The Tiananmen Papers” impor- 
tant. It may contain an impetus, perhaps a 
powerful one, for future change. The book 
makes clear that consensus rather than con- 
frontation typifies Chinese decision-mak- 
ing, and that may well be why subsequent 
reformists have let sleeping dogs lie. Mr Li, to 
take the man most associated with the Beij- 
ing massacre, remains a powerful member 
of the standing committee and, if the Tia- 
nanmen case were reopened and his past in- 
vestigated, who knows who else might be 
dragged in and possibly down? So the collec- 
tive leadership might reasonably fear. 

Yet the papers suggest that only a hand- 
ful of surviving politicians would be directly 
implicated. An even longer version of “The 
Tiananmen Papers” is soon to be published 
in Chinese. The book will swiftly find its way 
on to the mainland, even if in pirated form or 
on the Internet. Its effect, Mr Nathan sug- 
gests, may be to “cut the Gordian knot”, by 
placing the leaders’ deliberations in the pub- 
lic domain. Nobody questions that to lift the 
curse of “counter-revolution” from the Tia- 
nanmen movement would damage Mr Li 
and the small group of officials around him. 
Less clear is how Jiang Zemin, the current 
president, would be affected. In any event, 
later next year Mr Li and Mr Jiang are both 
supposed to retire from their party posts, 
creating a window for reappraisal and a 
chance for moderates to try again to under- 
take reform. That evidently is the hope of the 
compiler of this book, who goes under the 
pseudonym Zhang Liang and who spirited 
these documents out of China in the form of 
computer files and into the hands of Mr Na- 
than and his co-editor, Perry Link, of Prince- 
ton University. 

But are the transcripts authentic? It is no 
idle question. They are the most sensational 
revelations of the secret life 





issue by appealing to the 
surviving elders from the 
“first generation” of Com- 
munist revolutionaries. 
There were eight of 
them, headed by Deng 
Xiaoping. Most were old 
and out of touch even then; 
only one survives today 
and Deng died in February 
1997. But in the seeming 
chaos of 1989 they were still 
possessed of enough au- 
thority to carry the day. 
Without that fatal resort to 
force, it is certainly possible 
to argue that the reforms 
under discussion in the 
1980s might by now have 
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“Bloody bastards! Who do they think they are 





” 





and thoughts of China’s 
rulers since Sir Edmund 
Backhouse’s “China under 
the Empress Dowager”, an 
Edwardian bestseller ap- 
parently based on state pa- 
pers. It took a British histo- 
rian, Hugh Trevor-Roper, in 
“Hermit of Peking” (1976), to 
expose Backhouse as a bril- 
liant but thoroughgoing 
fraud. Seven years later 
Lord Dacre (as Trevor- 
Roper had then become) 
was himself the victim of a 
even more daring fake, 
when he judged as authen- 
tic diaries allegedly written 
by Adolf Hitler: “It coheres 
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as a whole...,” he wrote. “That is the internal 
evidence of authenticity.” 

As to the coherence of the Tiananmen 
papers, the material smuggled out of Beijing 
purports to come from several sources. It in- 
cludes fora start the many secret reports that 
poured into Zhongnanhai from all corners of 
the empire, compiled by local authorities, 
ministries, the state newswire (which is as 
much an intelligence-gathering operation as 
a news organisation) and the state’s giant se- 
curity apparatus. The material comes, too, 
from minutes of leaders’ formal and infor- 
mal meetings made by notetakers. 

The editors are amongst the West’s most 
respected China specialists and had strong 
professional reasons not to involve them- 
selves in a fraud. They have, they say, 
guarded mightily against being Dacred. They 
have tested the documents against known 
sources. They appear consistent, though a 
diligent fraudster could plausibly create a 
forgery that tallies with the known facts. 
After all, what the papers give us is less a 
wealth of new facts than a vividness of char- 
acter, such as the conciliatoriness of Zhao Zi- 
yang, or the spluttering irascibility of the el- 
der, Wang Zhen: 

“Those bloody bastards! Who do they think they 
are, trampling on sacred ground like Tiananmen 
for so long?...We’ve got to do it or the common 
people will rebel! Anybody who tries to over- 
throw the Communist Party deserves death and 
no burial!” 


Unfortunately, in order to protect the 
compiler, the editors have had to withold 
important evidence of the papers’ authen- 
ticity. As a result, Mr Nathan falls back too 
squarely on the the papers’ “internal coher- 
ence, richness, and human believability”, 
which make them “almost impossible to 
fake.” Shades of the Hitler diaries. Readable 
as it is, the book has been reconstituted from 
minutes, and edited for style and diction. 

One of the main participants, Bao Tong, 
who was Zhao Ziyang’s right-hand man and 
who spent seven years in jail for passing 
“state secrets”, does confirm the authenticity 
of the papers, as far as they relate to him. The 
book publishes a coded telegram sent from 
the Ministry of State Security to Mr Li Peng, 
which was used by him as the pretext for Mr 
Bao’s arrest on May 28th 1989. “These pas- 
sages are absolutely accurate in regard to my 
own involvement,” Mr Bao told The Econo- 
mist this week. “They were not fabricated.” 

For now, the safest take on “The Tianan- 
men Papers” may be to repeat a remark by 
Pierre Ryckmans, an eminent sinologist 
asked to comment on another leaked manu- 
script whose authenticity was in doubt: “At 
least it makes sense, which is more than can 
be said for the official version.” The compiler 
of “The Tiananmen Papers”, whoever he is, 
obviously thinks it makes sense for the 
Communist Party to reform itself. That is not 
the official version—not yet. 
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American lives 


Left and right 


VILLARD: THE LIFE AND TIMES OF AN 
AMERICAN TITAN. By Alexandra Villard de 
Borchgrave and John Cullen. Nan A. Talese/ 
Doubleday; 414 pages; $30 


HE has excellent reasons to take pride in 

her priggish, pushy ancestor. Unpleas- 
ant fellow though he undoubtedly was, Al- 
exandra Villard de Borchgrave’s great- 
grandfather, Henry Villard, did the United 
States several good turns. 

Villard was an abolitionist but he never 
shared the common illusion in the north- 
ern states that the Union forces were set to 
score a quick, easy victory over the slave- 
holding South in the civil war. As a notably 
brave, as well as opinionated, battlefield re- 
porter for several newspapers, he did as 
much as anyone to dispel this dangerous 
Yankee complacency. The confederate dead 
at Perryville, Kentucky, he wrote in 1862, 
provided “awful proof of the blind hero- 
ism, born of fanatical devotion to their bad 
cause, with which the rebels faced—yea, 
courted—death.” William Tecumseh Sher- 
man, the unionist general who laid waste to 
Georgia, admired his hard-headedness and 
they became lifelong friends. 

In business, Villard was just as intrepid 
and astute. After he had won, lost and re- 
gained his fortune on the railroads, he re- 
mained willing to take great risks. At a time 
when American financiers still regarded 
electricity as a fad, he did a lot to persuade 
German investors, led by Deutsche Bank, 
to back the commercial exploitation of 
Thomas Edison’s inventions. 

These success stories are not, however, 
the most interesting part of Villard’s life. As 
Ms de Borchgrave and her co-author, John 
Cullen, tell it, his early years are even more 
compelling. When he arrived in America 
from Bavaria as a bumptious young man 
on the make, he was nearly penniless and 
spoke no English. Yet neither his lack of 
money nor his monoglot German proved 
serious handicaps. 

German-American communities were 
then as self-contained and supportive as 
some Hispanic-American communities are 
today. Villard, whose pre-American name 
was Heinrich Hilgard, had been a rebellious 
student with strong anti-monarchist views 
during the European uprisings of 1848, and 
among the communities who befriended 
him was a leftist group of farmers near 
Belleville, to the east of St Louis. 

Because these farmers had received the 
best education that Germany then had to 
offer, with its emphasis on the languages of 
ancient Greece and Rome, they were called 
die lateinischen Bauern. These Virgil-quot- 
ing pastoralists were noblemen, doctors, 
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lawyers and judges, former university pro- 
fessors, school teachers and musicians. 
What they had in common, along with 
high levels of education, progressive politi- 
cal attitudes and heterodox views on reli- 
gion, was, the authors say, “an extremely 
low level of knowledge related to the busi- 
ness of farming.” Many, predictably, made 
a hash of raising corn or cattle. But these 
landed failures soon turned their cultiva- 
tion to use in other fields, none more suc- 
cessfully or colourfully than Henry Villard. 
His story is worth telling and in this biogra- 
phy it is told well. 





British politics 


More is less 


THE PRIME MINISTER IN A SHRINKING 
Worb. By Richard Rose. Blackwell Publish- 
ers; 282 pages; $59.95 ($27.95 paperback). Pol- 
ity; £50 (£14.99 paperback) 


O ONE now denies that the authority 
and importance (and self-impor- 
tance) of the prime minister in the British 
scheme of government has increased while 
the power and influence of the United 
Kingdom in the world at large has dimin- 
ished. It would be better not to call this a 
paradox of power, since it is not a paradox 
and the two contrasted developments are 
not causally related. Prime ministerial gov- 
ernment was not brought on by the loss of 
empire or the Treaty of Rome. Never mind. 
The interesting domestic questions are how 
the imperial premiership came about and 
whether it is a permanent affliction. 
Richard Rose’s documentation and 
botanical analysis of the process is both en- 
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tertaining and depressing. There are the 
old-school prime ministers represented by 
Churchill, Attlee, Eden, Macmillan and 
Douglas-Home. There are the transitional 
figures—Wilson, Heath and Callaghan. 
Then come the new-style prime ministers 
(a class of the latest three—though not all, 
perhaps, equally imbued with the latest 
style). New-style prime ministers live in a 
television age and behave differently from 
the old-school group. For one thing, they 
spend less time in the House of Commons. 
In 1951, Churchill voted in 55% of the Com- 
mons divisions. In 1974, Harold Wilson 
voted in 43%. In the first session of the 1997 
parliament, Tony Blair’s score was 5%. 

The really new-style prime minister 
finds lengthy cabinet meetings a wasteful 
diversion and spends as little time as possi- 
ble in answering parliamentary questions. 
The new-style prime minister moves in 
concentric circles of confidants and advis- 
ers. Partly in consequence, he (or she) has 
contrived to blur the distinction between 
the traditional advisory role of the civil ser- 
vice and that of the political adviser. The 
present new-style prime minister has tre- 
bled the political staff working in 10 Down- 
ing Street and by order in council made 
some of them into temporary civil servants 
who are authorised to act “in a political 
context”. Much of this politically con- 
textualised action consists in spending 
public money in order to place a favourable 
gloss on the activities of the prime minister 
and his colleagues or to counter what are 
seen as potentially damaging news stories. 

It is a question to ponder whether this 
declension of the theory and practice of 
cabinet government is fundamental and 
permanent. Richard Rose implies that it is 
and that there is no going back. Television, 
patronage and the expanding maze of gov- 
ernmental organisations are irreversible 
phenomena. But possibly this paints too 
black a picture. The office and powers of 
the prime minister are moulded by per- 
sonality, political convention and law. Per- 
sonality and custom can change and even 
in an unwritten constitution law can con- 
strain behaviour. The autocratic authority 
of the prime minister over his colleagues, 
for example, rests in the last resort upon his 
ability to deploy the Crown’s arbitrary 
power to dismiss its servants. Given the 
provisions of the Human Rights Act, not to 
say the Employment Rights Act (1996), that 
power may turn out not to be as unre- 
stricted as has always been supposed. Peter 
Mandelson might have done a service to 
the constitution by attempting to become 
the first minister successfully to establish 
that he had been constructively and un- 
fairly dismissed. A prime ministerial kan- 
garoo court might not completely match 
the requirements of article six of the Euro- 
pean Convention. 

a 
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Dark matter 


FFruo 


OR 18 years, Sidna, the narrator of Ta- 

har Ben Jelloun’s new novel, emerges 
from the darkness of his prison cell only to 
attend the burials of other prisoners. 
Along with other members of a military 
academy, Sidna found himself caught up 
in the attempted coup against Morocco’s 
King Hassan in 1972, which ended in 
bloodshed. The senior officers involved 
were court-martialled and executed; the 
cadets and junior officers tortured and 
later sent to a prison at Tazmamart, in the 
Atlas mountains. There they were locked 
up in cells barely large enough to crouch 
in, with a small hole in the wall designed 
to let in a minimum of air but no light. 





CETTE AVEUGLANTE ABSENCE DE LUMIÈRE. By Tahar Ben Jelloun. Seuil; 229 pages; 










They were, in effect, buried alive. Of the 58 
prisoners, just 28 emerged in 1991, crippled 
and prematurely aged. 

Just before, Gilles Perrault, a French 
writer, had denounced Tazmamart in 
“Notre ami le roi” (Gallimard). Last year 
Ahmed Marzouki, one of the prisoners, 
published a memoir, “Tazmamart, cellule 
10” (Editions Paris Méditerranée). “Cette 
aveuglante absence de lumière” (This 
blinding absence of light) is the first novel 
on the subject. Mr Ben Jelloun spent many 
hours talking to another survivor, Aziz Bi- 
nebine. The appalling conditions and psy- 
chological hardships are convincingly re- 
captured, as are the small comforts, such 
as breathing fresh air while standing 
over a fellow prisoner’s grave. 

Sidna finds solace in the 
Koran and in memories of 
novels and poems. His talents as 
astoryteller also help the other pris- 
oners. Yet this literary thread soon begins 
to looks contrived, diverting attention 
back to Mr Ben Jelloun himself, the story- 
teller who tells the storyteller’s story. 

Mr Ben Jelloun, who lives in France, 
has been reproached by fellow Moroc- 
cans not so much for using oppression as a 
theme for a novel, but for failing to tackle 
the larger issues of King Hussein’s misrule. 
His criticism is muted at best, and soft- 
ened further by religious acceptance. Mr 
Ben Jelloun is talented, but he is no Elie 
Wiesel or Primo Levi. In “Cette aveuglante 
absence de lumière” he has used literature 
and religion not to address but to shield 
himself from the underlying, and still 
more terrifying, subject of his book. 








American poetry 


Word as image 


COLLECTED POEMS OF WILLIAM CARLOS 
WILLIAMS (2 vors). New Directions; 580 & 
552 pages; $21.95 each. Carcanet; £12.95 each 


west ie 73 years old,” wrote William Carlos 
Williams in 1956. “Tve gone on living 
as I could as a doctor, and writing poetry 
on the side. I practised to get money to live 
as I please, and what pleases me is to write 
poetry.” In that statement may be heard 
the authentic tone of a typical Williams 
poem: direct, unsentimental, unburdened 
by adjectival clutter. Yet he is one of the 
great originals of zoth-century American 
poetry, a profound influence on countless 


poets after him—Robert Creeley, Allen 
Ginsberg and Robert Lowell, to name three 
very different ones. 

Williams was born in Rutherford, New 
Jersey, in 1883. A practising paediatrician all 
his adult life, he didn’t publish his first col- 
lection of poems until he was 30. These 
early poems hark back to the 19th century; 
their language, full of archaisms and awk- 
ward turns of phrase, is reminiscent of 
Keats and the pre-Raphaelites. Little by lit- 
tle, Williams, partly influenced by his 
friend Ezra Pound, began to sever his ties 
with the great tradition of English verse. 
What American poetry needed, he decided, 
was an authentic, modern and distinctively 
American voice. It should speak as people 
spoke, simply, idiomatically. 

Form as well as language had to be 
overhauled, the tyranny of the iambic pen- 


83 


BOOKS AND ARTS 


Williams wanted to write a poem 


tameter overthrown, and to this end Wil- 
liams developed a metrical device he called 
the “variable foot”. “The rhythmic unit de- 
cided the form of my poetry,” he later ex- 
plained. “When I came to the end of a 
rhythmic unit (not necessarily a sentence) I 
ended the line.” Old ways with grammar 
and typography were also rejected. Wil- 
liams used lower-case letters at the begin- 
ning of lines, and punctuation marks quite 
sparingly. “The Red Wheel Barrow” (1923) is 
perhaps his best known famous poem. As 
clear as a photograph, it is at once plain, 
vivid and beautiful: 


so much depends 
upon 

a red wheel 
barrow 

glazed with rain 
water 

beside the white 
chickens. 


The small-town life of Rutherford, Wil- 
liams’s lifelong home, is his principal sub- 
ject. His poetry is rooted in the authentic 
details of the world around him, the beauty 
of the commonplace—what he called the 
“exceptional truth of ordinary people”. 
That phrase may sound reminiscent of 
Walt Whitman, but unlike Whitman, Wil- 
liams never made himself the hero of his 
own poetic enterprise. 

This two-volume edition gives us Wil- 
liams’s entire poetic oeuvre, with the excep- 
tion of his long poem “Paterson”, serially 
published between 1946 and 1958, which is 
available as a separate book (edited by 
Christopher MacGowan; New Directions; 
$12.95). Williams wrote remarkable poems 
throughout his life, but his best work was a 
long time coming, and there is much in 
these two volumes that suggests he occa- 
sionally fell victim to his own theorising. 
Constantly pressed for time, he sometimes 
wrote too much, too quickly. It was not un- 
til the 1950s and early 1960s, after hospi- 
talisation for depression and several serious 
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strokes, that he wrote his finest poetry, in 
such collections as “The Desert Music” 
(1954), “Journey to Love” (1955) and “Pic- 
tures from Brueghel” (1962, for which he 
was awarded the Pulitzer prize for poetry 
the following year). 

In order to enjoy Williams’s work to the 
full, it is essential to slow the reading eye 
down. Never race across the page. His po- 
ems are small and delicate. You cannot rush 
through them like an express train. Take, for 
example, “This Is Just to Say” (1934): 

I have eaten 

the plums 

that were in the icebox 
and which 

you were probably 
saving 

for breakfast 


Forgive me 

they were delicious 
so sweet 

and so cold 


Of course, this could be a note left on the 
door of a refrigerator. But it is not fridge po- 
etry. The experience described is ordinary 
enough. The language is as simple and di- 
rect as could be. Yet the poem commands a 
different kind of attention. Its prosaic de- 
tails speak eloquently of the intimacy of a 
shared life, of affection given easily and 
quietly. The three simple adjectives, “del- 
icious”, “sweet” and “cold”, render the sen- 
sory experience crisply and vividly. The 
characteristically short lines put pressure 
on every word, which, though perfectly 
plain in themselves, ask to be tasted, sa- 
voured and enjoyed—just like those illicitly 
devoured plums. Delicious indeed. 

a 








ME ASHLEY KAHN 
WITH A FOREWORD BY JIMMY COBB 
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It may be the most famous jazz 
album of all, certainly the highest 
seller—more than 5m copies since 
release in 1959. Ashley Kahn tells 
the story of Miles Davis’s classic 
in “Kind of Blue” (Da Capo; 224 
pages; $23. Granta; £20) 











Farming and history 


Farmers’ curse 


THE OTHER SIDE OF EDEN: HUNTERS, 
FARMERS AND THE SHAPING OF THE 
Wor _p. By Hugh Brody. Farrar, Straus and 
Giroux; 384 pages; $25; Faber and Faber; £20 


Te HEAR Hugh Brody tell it, factory 
farming is not the problem but farming 
itself. He is a renaissance man struggling to 
breast the waves of contemporary spe- 
cialisation. He is a much-travelled writer, 
documentary film maker and field-worker, 
deeply passionate and knowledgeable 
about his primary subject, the hunter- 
gatherer people of the Canadian Arctic and 
sub-Arctic. He is also widely read in an- 
thropology, philosophy, psychology, econ- 
omic history, linguistics, literary criticism 
and theology. 

“The Other Side of Eden” draws on all 
parts of Mr Brody’s intellectual life. It is sus- 
tained by a profound admiration and af- 
fection for hunter-gatherers—individually, 
collectively, philosophically and spiri- 
tually—and by a barely suppressed rage at 
what Mr Brody sees as the other, “cursed” 
(as explained in Genesis) force in the hu- 
man story: farming. The farmers’ system 
and philosophy, he insists, have con- 
demned them to go forth and multiply, 
peopling the earth and expanding their do- 
main to the detriment of hunter-gatherers, 
whose philosophy, based on respect for 
nature and for the equality and freedom of 
each individual, including children, was no 
match for the rapacity, technology and 
productivity of the newcomers. 

Mr Brody does not, however, advance 
his position by means of conventional ar- 
gument. There is no direct assault, logically 
proceeding from issue to issue, with facts 
marshalled in a scholarly or quasi-legal 
fashion. Rather, he circles his prey, return- 
ing again and again to the same issue, firing 
an arrow here, knocking off a chip there 
and waiting, one feels, for the walls of Jeri- 
cho finally to collapse at the nagging of his 
persistent trumpet. 

The sympathy of many readers will be 
engaged by Mr Brody’s anecdotes, by the 
charm of the personal portraits he paints, 
by his evident humanity and by the plaus- 
ibility of his thesis. He maintains that “our” 
materialistic and egotistical civilisation has 
much to learn from the more harmonious 
and generous culture of the hunter-gather- 
ers; and that the curtailment and bru- 
talisation of that culture, both in the wake 
of the agricultural revolution 12,000 years 
ago and then again in the modern co- 
lonising era after 1492, should weigh 
heavily on “our” consciences. 

Those who like their truths conveyed in 
more conventionally rigorous terms will be 


THE ECONOMIST MARCH 3RD 2001 





frustrated by Mr Brody's method, which, 
though it builds up a head of emotional 
steam, seems to dodge the final blast of the 
trumpet for which we feel we have been 
prepared. At the end Mr Brody says that 
“without the hunter-gatherers, humanity is 
diminished and cursed; with them we can 
achieve a more complete version of our- 
selves.” Yet he never quite spells out what is 





World politics 


nonetheless strongly implied: that the agri- 
cultural revolution led mankind astray 
(“out of Eden’), that the industrial revolu- 
tion compounded this plunge into aggres- 
sive acquisitiveness, and that we should be 
better off and better people if neither of 
these things—the two main events in hu- 
man economic history—had occurred. 

It is hard to attach much credence to a 


Five new works underline the growing importance of shared values and 
standards—or their absence—in international affairs 
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| A New GENERATION DRAWS THE LINE! 
| Kosovo, East TIMOR AND THE STAN- 
| DARDS OF THE West. By Noam Chomsky. 
| Verso; 160 pages; $22 and £16 
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DILEMMA for commentators on the 
left is what to think of outsiders’ mili- 
tary intervention (a bad thing) which is de- 
signed to prevent (a good thing) govern- 
ment oppression or civil war. Noam 
Chomsky, writing about two such actions 
in Kosovoand East Timor, laments that the 
West, especially America, is not consistent 
in its foreign policy. Far from acting with a 
“saintly glow”, he says, it is driven by self- 
| interest. The West would never bomb Tur- 
key, Israel or Colombia, however much 
| key, o a, e 
those countries’ governments abused their 
citizens. So be suspicious of all such action. 
But Mr Chomsky ignores one of the largest 
interventions—by the British and the UN in 
Sierra Leone—and one, arguably, which 
does not serve outsiders’ interests. That is a 
| revealing case, too, of the mixed standards 
of the West. 
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| STATE OF THE WorlD 2001. Edited by Lester 
| R Brown. Norton; 296 pages; $27.50 ($15.95 
| paperback). Earthscan; £12.95 

| “HIS annual report by researchers at the 
i green-minded Worldwatch Institute, 
| based in Washington, pc, is both gloomy 
| and optimistic. It catalogues current envi- 
l ronmental and social problems across the 
| world. Massive inequalities of wealth, debt 
| burdens, fresh-water pollution, persistent 
| 

| 

| 

| 

{ 

| 
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hunger for over one billion people, and the 
need for new fuel sources and means of 
transport are each described in a tidy, fact- 
filled chapter. The writers believe on the 
whole that damage to nature and gross in- 
equalities of wealth should be, and can be, 
solved together. If individuals, businesses 
and governments co-operate, they write, 
solutions can come “at exponential rates”. 
Small successes, such as micro-credit lend- 
ing to the poorest countries have already 
brought returns. 
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“Are HUMAN RIGHTS UNIVERSAL?” By 
Thomas M. Frank. Foreign Affairs; Janu- 
ary-February 200; Council on Foreign 
Relations, New York; $7.95 


HOMAS FRANK contributed this 

piece to an excellent collection of arti- 
cles in the most recent Foreign Affairs 
which addressed the “globalisation gap"— 
the division between those who welcome 
and can benefit from what is known as 
globalisation and those who cannot. He ar- 
gues that the idea of universal human 
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counterfactual proposition on such a heroic 
scale, implying as it does the non-existence: 
then and now of all but a fragment of the 
human race, and the non-occurrence of al- 


warts and all. But that need not stop you 








enjoying Mr Brody’s book, even if you hesi- 


tate to put him in charge of your destiny. 


LIKE WATER ON STONE: THE STORY OF 
AMNESTY INTERNATIONAL. By Jonathan 
Power. Allen Lane, The Penguin Press ; 352 
pages; £12.99 


MNESTY INTERNATIONAL cele- 
brates its goth birthday this year with, 
among other things, a history by Jonathan 
Power. He tells how Amnesty started with 
one British lawyer’s efforts to help two Por- 
tuguese students. it now has nearly 400 
staff, over im supporters in 160 countries 
and the clout to make govemments and 
the public take note of torture, murder and 
other abuses against civilians. Mr Power 
focuses on revealing episodes, such as the 
Pinochet case, which shattered the cer- 
tainty that heads of state are immune from 


/. prosecution. Other chapters describe Am- 


rights has been spread by “universal edu- 
cation, industrialisation, urbanisation, the 
rise of a middle class, [and by] advances in 
transportation and communications.” In 
other words globalisation helps push the 
idea of universal rights. Those who resist 
them, such as Islamic extremists, fear that 
human rights are merely a western imposi- 
tion of values. They are wrong, says Mr 
Frank, because there is nothing intrinsi- 
cally western about rights against torture, 
discrimination and repression, But the 
West is in a strong position to promote 
these rights, with argument, example and 
political pressure. 


-= nesty’s work in Guatemala, the Central Af- 


rican Republic, Britain and the United 
States. Amnesty has made mistakes, for ex- 
ample in its relationship with the German 
Baader-Meinhof terrorists, but, like water 
dripping on a stone, it is slowly changing 
the world. 
SOCIAL THEORY OF INTERNATIONAL POLI- 
rics. By Alexander Wendt. Cambridge Uni- 
versity Press; 430 pages; $69.95 ($24.95 pa~- 
perback) and £15.95 

HIS is the most academic of these 

books, and the oldest (it came out in 
1999). But it has caused a stir in its field and 
may be the most important. Alexander 
Wendt distinguishes the strength con- 
ferred by shared ideas from that brought 
by things such as tanks and soldiers. As a 
“constructivist”, he believes that the great- 
est influences in international affairs are 
often social or “constructed” facts. Insub~ 
stantial as they are, ideas can be very pow- 
erful indeed. Many previous theorists have 
ignored social factors and rejected the idea 
of international society, preferring to see 
the world as an “anarchy” of states operat- 
ing without moral or social restraint. But 
even anarchy, argues Mr Wendt, is a social 
construct--and anything which is the pro- 
duct of our ideas can be changed, if we 
want to change it strongly enough. 





























Donald Bradman 


OOKING at a picture of Do- 
nald Bradman in his heyday, 
perhaps the first thing you notice 
is that he is not wearing the ar- 
mour that makes cricketers these 
days resemble Hannibal Lecter. 
Cricket seemed less brutal then; it 
still retained some of its flavour of 
a summer’s game “invented by 
the English to give themselves 
some concept of eternity”, as an 
anonymous wit put it. Would Sir 
Donald, as he subsequently be- 
came, have done so well in mod- 
ern conditions, creating records 
that are unlikely ever to be 
beaten? No one knows, and to 
take sides can lead to a bar-room 
quarrel. But it is reasonable to say, 
under the journalist’s protection 
of fair comment, that he would 
have had a tougher time of it, as 
indeed he did during the great 
bodyline bowling epic. 

Cricket historians tend to 
hasten over this episode as being 
unworthy of the game. But it has 
persisted in public memory, if 
only because it is a drama easy to 
understand without needing to 
know the more arcane aspects of 
the game. Here was young Brad- 
man, aged 24 and already a bat- 
ting phenomenon feared wher- 
ever cricket was played, which in 
those days was at least all of the 
British empire. He was the 
weapon with which Australia 
looked forward to crushing the 
English team on its visit in 1932-33. 

The English captain, Douglas Jardine, though, was equally de- 
termined to humiliate the Australians. Whether he called them 
“the convicts” has never been confirmed. It would have been in 
character. As the Australians sneeringly observed, he was a toff. 
Jardine decided to use a tactic called “leg theory”. Despite its fancy 
name, in essence this amounted to sending down a very fast ball 
aimed at the batsman. Trying to avoid the missile, the batsman 
would fumble and deliver a catch to a nearby fielder. 

The Australians were dismayed as their stars hobbled off the 
ground wounded. Even their Don was hit. Worse, he wasn’t getting 
the huge scores he was used to. One time he managed only 13 runs 
against the English bowling tornado Harold Larwood. The dispute 
became political. Words were exchanged between the British and 
Australian cabinets. Eventually things calmed down. Bodyline 
bowling, it was seriously agreed, was not cricket. 
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The heroic years 

Less serious people said it had been jolly exciting and welcomed 
home the victorious Jardine. But new rules ended bodyline. Jar- 
dine and Larwood were sacrificed from the English team. Donald 
Bradman resumed getting impossible scores. Australia won the 
next six encounters with England. A kind of awe developed 
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Sir Donald George Bradman, the greatest 
batsman, died on February 25th, aged 92 








around this self-taught batsman 
from the Australian outback 
whose very presence on the field 
depressed England’s finest. Sto- 
ries of his prowess reached the 
United States, which also has its 
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impressed observer on the New 
York Times wrote, “He simply 
keeps hitting and running until 
some sensible person in the 
stands suggests a spot of tea.” 

His more adulatory fans have 
suggested that not only was Sir 
Donald the greatest of cricketers 
but perhaps the greatest of all 
sportsmen, a claim that might be 
disputed by admirers of Pelé and 
Joe DiMaggio. It is said his exploits 
may have cheered up Australia in 
the 1930s, when the country was 
badly hit by the Great Depres- 
sion. No one wanted its raw ma- 
terials, and about a quarter of the 
workforce was jobless. But did 
families feel less hungry when 
word came over the radio that 
their hero had hit another couple 
of centuries? 

Some who lived then have 
said this happened, and Sir Do- 
nald’s beatification as an inspira- 
tional force in time of trouble has 
been much paraded since his 
death this week. “Australia’s 
Churchill,” declared a normally 
sober cricketing writer. John 
Howard, the Australian prime 
minister, simply thanked God for 
him and ordered a state memorial 
service. Sir Donald was Mr Howard’s perfect Australian, anti-re- 
publican, admirer of royalty and politically a conservative. In ev- 
ery way except his mastery of the bat he seems to have been a fairly 
ordinary chap. As athletes do, he slowed down while quite young. 
In 1948, when he was 40, he was dismissed without scoring in his 
last game against England. 

Sir Donald prospered as a stockbroker and for many years 
helped to select Australia’s cricket team. He saw cricket developing 
into the gladiatorial game it is now, with fast bowlers challenging 
the restrictions brought in to end bodyline. Batsmen, in turn, were 
seeking more reliable protection than the rulebook. As well as leg- 
pads and gloves, a player these days will wear a helmet with face 
guard, thigh pad and protection for chest, arms and abdomen. 
Running at all requires a special effort. 

The game that in the 18th century had featured underarm 
bowling by players in lace shirts and knickerbockers has sought to 
keep its audience interested. As bowlers get ever faster, padded 
suits and strengthened helmets could make cricketers look like 
American footballers. Players may be wired up to get advice from 
their trainers. Cricket may move indoors to avoid the weather. 
Whether Sir Donald would have coped will be argued. The luxury 
of being remembered is his reward for being the best of his time. 
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CEIBS 7 ee — 


You can read about China 
from the outside, but success | 
depends on the inside... 


Annually the dynamics of the Chinese market, already the world's largest, calls for an in 
depth programme of analysis for short and long term business strategy. CEIBS, China's 
leading business school, provides this unique programme to introduce and update inside 
knowledge on the Chinese market to corporate executives, incl uding an assessment of 
current developments in both commerce and politics. You've read the opinions, studied cf 
the facts and figures, 


now it's time to China from The Inside É 


inform yourself about 





















The programme has been designed to offer business leaders worldwide invaluable insights 
into the Chinese market and the opportunities China's imminent entry into the WTO holds. 
During the programme meetings with senior representatives from Chinese government 
and business will be arranged, and experienced foreign managers will present their findings 
on China operations, giving the programme an unparalleled depth of access into Chinese 
business practice. 





The CEIBS faculty and quest lecturers from partner institutions in Europe and 
the USA will be delivering this programme, in it's fifth successive year. The 
programme will be housed in the CEIBS Pudang Campus in Shanghai. 


"China From The Inside is an invaluable tool for concentrated learning on how 
to be successful in China. | strongly recommend it to strategic policy makers 
looking at innovative ways to operate profitably there”. 

Gianni Montezemolo - Director - AT Kearney - China From The Inside, May 99 













or contact 


the learning interface For more information on China from The Inside and CEBS visit our website www CEIBS edu 


fag Tek (8621) 28905190, Fax: (8621) 28905678 or email: gnell@mail.ceibs.edu 





889 Mongteng Road, Pudong, Shang J | 
PR Ching 
Yat (86 21 


Company: : Name: 














www.CEIBS.edu 
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Templeton College | University of Oxford 


‘Action is eloquence’ 


William Shakespeare 


World Views | Individual Focus 


- Oxford has for generations prepared the world’s leaders 
to harness change to the advantage of their corporations, ` 
their nations and the wider world. Now a unique portfolio 
of executive programmes delivered by Templeton is helping 
extend this role as a centre of learning into the new economy. — 


Templeton’s four-week Oxford Advanced Management 
Programme offers a comprehensive toolkit of business 
models and techniques to propel careers onto the fast track; | 
the one-week Oxford Strategic Leadership Programme 
provides the opportunity to reinvent your leadership style; For further information, please visit 
and the Oxford Senior Executive Finance Programme www.templeton.ox.ac.uk/executive, or return to: 
focuses for a week on the financial connections that lie at 
the heart of the enterprise. Dorothy Cooke 
» Templeton College, University of Oxford 
In a parkland setting minutes away from the dreaming Oxford OX1 SNY, England 
spires of Oxford, we bring together global thought leaders, Tel +44 (0)1865 422734 
an innovative faculty and some of the world’s most senior Fax +44 (0}1865 422501 
and high calibre course participants. Email enquiries@templeton.oxford.ac.uk 


By combining a truly global perspective and the individual Please send details of (tick box) 
tuition for which Oxford University is internationally [_] The Oxford Advanced Management Programme 
renowned, we offer a personal development experience (_] The Oxford Strategic Leadership Programme 


that you will never forget. |_] The Oxford Senior Executive Finance Programme 


“Nate a, Job title Company 





Address 





Zip/Postcode 





Email 





Templeton College | University of Oxford 
www.templeton.ox.ac.uk/executive 
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AAAS x 
S$ University Faculty of Business 


of Hong Kong 


ki 
Wa 





= Mast iness Administration 
Challenging & Experience-rich Programme With Wide Choice Of Electives 
Concentration in Electronic Business, Human Resources Management, Marketing, Service Management or General Curriculum 


( Application Period: 1 Feb-31 Mar 2001 www.cityu.edu.hk/fb/MBA 

























€ Master of Business Administration 
For Senior Management Professionals With Focus On China Business & Service Management 


ication Period; 1 Mar -21 Apr 2001 www.cityu.edu.hk/ce/emba.html 





‘tive Master of Business Administration 
Anytime, Anywhere, Any Pace 
Delivered Mainly Via The Internet With Option Of e-Business Concentration Offered On Campus 


Application Period: 1 Mar - 28 Apr 2001 www.imba.cityu.edu.hk 





The Faculty of Business is committed to providing excellence in business education of the Information Age 


© One ai the Tap MBA Schools in Asia with 170 academic faculty members and six departments: Accountancy, Economic & 
Finance, Information Systems, Management, Marketing and Management Sciences 

e A full member of the Executive MBA Council 

e = 6No.1 Best Distance MBA Programme ranked by Asiaweek 2000 

e joint venture with PACIFIC CENTURY CYBERWORKS in offering the first MBA degree via the broadband Internet 





For further information, please contact : -o 
Tel 2788 8525 / 2784 4945 o Email Tb @plink.cityu.edu.hk / ceagnes @cityu.edu.hk 
Fax 2788 7182 / 2788 7088 Homepage a 
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Don’t be taken in by appearances, you will need 
at least 13 months to fully understand this formula. 
And studying hard is not enough: SDA Bocconi 
MBA is also a school of life. If you want to make 


it, you'll have to use your strengths. All of them. 
This way, by raising your specific qualities to their 
full potential, you will learn to work by enjoying 
yourself. A forma mentis that will last a lifetime. 


The brochure and application forms can be downloaded from our website: 


www.sdabocconi.it 
E-mail: MBA@sdabocconi.it CS 
Tel. ++39-025836.3125/6605 - Fax ++39-025836.3293 TE] Bocconi Unive 


SDA BOCCONI 


ity School of Management 


Invest a year and transform your future 


INFORMATION EVENINGS 


London Business School 

Thursday 8 March, 6.30 - 9.00pm 
Lisbon 

Monday 5 March, 7.30 - 9.30pm 

Lapa Palace, Rua do Pau de Bandeira 
Madrid 

Tuesday 6 March, 7.30 - 9:30pm 
Westin Palace Hotel, Plaza de las Cortes 
Milan 

Wednesday:7 March, 6.30 - 9.00pm 
Four Seasons Hotel, Via Gesu:8 

Rome 

Thursday 8 March, 7.00 - 9.00pm 

Navy Officers’ Club, Lungotevere Flaminio 45 
Buenos Aires 

Monday 26 March, 7.30 - 9.30pm 
Alvear Palace Hotel, Av. Alvear 1891 
Santiago 

Tuesday 27 March, 7.30 - 9.30pm 
Hotel Carrera, Teatinos 180 

Sao Paulo 

Wednesday 28 March, 7.30 - 9.30pm 
The Renaissance Hotel, Alameda Santos, 2233 
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SL O INN This challenging, intensive 10-month degree is for highly-motivated, successful 
managers and professionals in their 30s or 40s and will prepare you for the most 

MASTERS ies aie E PEROS 

The Sloan Masters, offered exclusively at three top-ranking business schools gives you the opportunity to explore 

the latest management thinking with world-class faculty, You will acquire knowledge and skills in all areas of 


senior and international positions in industry or for creating your own new venture. 


general management and gain insight into specialist areas through a wide-ranging portfolio of elective courses. 
You will share experiences with an impressive international peer group of senior and successful managers and 
gain a global network for life. And financing the year that will transform your future has never been easier. 
Ask for details of our new HSBC Bank Loan Scheme. 


Contact Lucy Reynolds 
Regent's Park 

London NW1 4SA, UK 

Tel +44 (0)20 7706 6952 
Fax +44 (0)20 7723 1153 


London 


Business 


School § 
| 





London Business School exists to 
advance learning and research in 
business and management 


EC02/03/01 


email: sloaninfo@london.edu 
www.london.edu 
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An MBA is for life 


A life withour boundaries, As barriers between 


the cambridge @-MBA 


e Cambridge e-MBA is intensive, interactive and business- spines Praak dovii and business is 


ethe needs of world-class managers and increasingly conducted across national and 
ting across continents and time zones. regional borders, you need an MBA which 


prepares you for managing in a global market. 
The Henley MBA is held in high regard around 
the world ~ no wonder, with over 6000 studying 
the programme in 50 locations, And Henley 
4 supports your development post MBA and 
aba econo continues to refresh your knowledge base and 


PER IMAO303 update your management skills. 


The Henley MBA 
CAMBRIDGE Heos) | | learning without 
- frontiers 


Designed for aglobal business world, the Henley 
MBA is available in Flexible Evening, Modular 
BA Pr ogr PAES and Distance Learning formats, providing a 


range of choices to suit your needs ~ wherever 


For Tomorrows s n 


utingham University Business School 


9 Distinctive MBA Programmes 


*General MBA «International MBA «MBA Finance 

*Public Services MBA -MBA insurance Management 

*MBA Risk and Insurance -Executive MBA 

‘Modular MBA -MBA in Singapore MANAGEMENT COLLEGE 


For further details contact the MBA Office: 


Nottingham University Business School i stn j PS td Pe 
P A el +44 (0) 1491 41880. wdd 491 4188 
Jubilee Campus, Wollaton Road, Nottingham NGS 1BB AEP MORAN IS RES CODA AT A1882 
y Email mba@benleyme.ac.urk 


Telephone: 0115 951 5500 Fax: 0115 951 5503 a 


e-mail: mba@nottingham.ac.uk Ww, 
www.nottingham.ac.uk/business i 


Internet: ww benleyme.ac ur 
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Of particular interest to our 
participants are the activities of 





We invite applicants to our 















SUCCESSFUL NEGOTIATION. the Innocenzo Gasparini ela Programme in 
WE CMMs ECONOMICS. 

WENE GOT IT DOWN TO e e CT SENEE The sequence starts with a one-year 

A SCIENCE AND AN ART. by Bocconi, NBER and CEPR, Master degree (MEc), designed to 


which hosts Italian and foreign 


Rie offer a general training in economics 
spe Sgt ; SORGE Df ma PY scholars offering a unique nae 
Strategic Public Sector Negotiation, May 21—25, 2001 TERME cnc quantitative methods as well as 


TOT ES several optional courses. 












Whether you produce formal agreements or contracts, structure 
complex financial transactions, resolve disputes, or negotiate 
for authority and resources, Harvard’s Strategic Public Sector 
Negotiation offers you an opportunity to move to new levels 
of negotiation expertise. Designed for senior executives at the 
public/private interface, this powerful, fast-paced, short program 














GRADUATE PROGRAMME IN ECONOMICS 
MEc and PhD 









i i For detailed information and ; ; 
wili help you: ' i; Ni k 3 i pales | continues with a three-year PhD 
* add strategic dimensions to your negotiations application forms please visit hich off d d d 
* strengthen your analytic abilities our internet sites at: SIRE ONES Maa Gee COURSES G 
a Wnternalize tactical ‘skills Needed to i EATE T TT seminars and trains the students in 
















produce successful and lasting Se vemos individual resarch. The emphasis of 


agreements. a ; or contact: the PhD is on public policy, finance 
Office of Graduate Studies ; mp payi 
and international economics. 


For brochure and application, 6 in Economics 
please contact: Universita Bocconi, 
Enrollment Services, fe Vic Sarfati, 25 We offer financial support based 
(617) 496-0484, ext.179 20136 Milano ~ Italy sa mert: 

e-mail: KSG_ExecEd@Harvard.edu Tel. +39-02.5836.3367 
Internet: www.execprog.org Fax. +39-02.5836.3316 


HARVARD UNIVERSITY 


John E. Kennedy School of Government 











sient, UNIVERSITA’ BOCCONI 
A cake 


An innovative, four-week program that delivers a unique 


(EF Amsterdam . combination of global management perspect 
Institute of Finance leadership acumen, and strategic thinking sk 


In cooperation with the faculty of | U C LA STRATEG IC 
Ma LEADERSHIP INSTITUTE 


Upcoming Courses 2001 | JULY 29 - AUG. 24, 2001 | 


Financial Innovation in Corporate Finante (March 26 - 30) Join senior executives 








Advanced Valuation Topics from leading companies 
- Real Options (April 5 - 7) ridwide i . 
- Valuing Commercial Banks (April 9 - 10) wordwide in an innova- 

The Options Workshop tive California environ- 


- Stock Option and Foreign Currency Option Pricing (April 23 - 25) ment to: 
- Option Trading Strategies and Risk Management (April 26 - 28) 


The Advanced Options Workshop 


- Yield Curve Dynamics and e Hone your strategic thinking and visioning skills 
the Pricing of Interest Rate Derivatives (May | - 3) z i ‘ A 
- Exotic Options (May 4 - 5) » Use hands-on e-business applications to integrate 


Advanced Financial Statement Analysis (May 14 - 16) business and technology 
Global Asset Allocation (May 28 - 31) e Develop workable solutions to your organization's- 
Financial Restructuring - Going Public (May 28 - June 1) most pressing challenges . 


Fixed Income Investment (June 5 - 8) 


« Examine key management functions 


¢ Learn to attack and manage organizational risk 


CALL +1 310.825.2001 


execed @ anderson.ucla.edu www.anderson:.ucla.edu/ 
: ‘programs/execed 


Mm. THE ANDERSON SCHOOL AT UCLA 


For information, please visit our Web site or contact us directly. 








AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +3 [-20-5200160 ~ fax: +3 1-20-5200161 


e-mail: info@ait.nl - internet: www.aif.nl 
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Teaching French to adults for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 


A UNIQUE TOTAL IMMERSION PROGRAM 
8 th hrs a day with 2 meals. 8 levels : Beg. I to Adv. H 
ACCOMMODATION IN PRIVATE APARTMENTS 


Next 4-week course starts April 2, May 7 and all year 


6230 Villefranche/Mer EC3, France. 
Tel.: (33) 493 01 88 44 Pax: (33) 493 76 9217 


www.institutdefrancais.com 









Get ready for the rules of 


eBusiness 
to change again. 


§ Whatever happens next in eBusiness, prepare 
| for it with eBusiness: Models and 
Applications for eCommerce. 











In five weeks of virtual teamwork and live online 
seminars, world-class Wharton faculty will show 
you how to analyze your options and develop an 
effective eBusiness strategy. When the rules of 
eBusiness change again, you'll be ready. 












Next sessions start March 28th and June 6th. 
Enroll today at 


www. ftknowledge-wharton.com 
or call the number below quoting ref: EBA/0301 


+44 (0)1704 508319 
(US toll-free: 1 877 460 4579) 


The Wharton School fateh tall ci ii 
University of Pennsylvania 












d international reservations ; 
4 Tol : +32 (0) 87 79 11 22 






a Customer@ceran.be 
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catalogue, 


v Highly qualified ins 


Fax: +32 (0) 877971188 Y Courses for all levels 


mY Private programmes an 





Recognized as the world’s most flexible Distance 
Learning MBA or DBA/Ph.D. No bachelors degree 
required for the MBA (or Master's for DBA) if you have 
significant work experiance. No time limits, minimum 
or maximum. MBA usually takes one year, DBA two. 
Transfer students welcome. No required courses. 
You will not have to study material you already know or 
do nol need. No exams, instead you write papers. 
Lear from successful business leaders/authors 
(many are millionaires). Faculty members wanted. 
Rushmore University, Dakota Dunes, SO USA / 605- 
232-6037 ex@nishmore.edu www.distancemba.com 





Sj in your own fekk Write for free j a 

NO COST evaluation! Send resume. 
6400 UPTOWN BLVD NE ' SUITE 398-W 
Dept. 34 ' ALBUQ., NM 87110-USA 
34@centuryuniversity edu 
1-800-240-6757 


The Consultants Institute 
Dept EF, ants 
Prince Wilian Și 
Princess Anne, MORIAS 1 SA 
Fan: 1016S) BAS 
www consnlluntsinstitute. cont 


ADULTS, EARN YOUR 
DEGREE AT HOME IN 
JUST ONE YEAR! 


WASHINGTON INTERNATIONAL UNIVERSITY 
low tuition-Bachelor, Master, Ph.D 
in most fields - No exams, no classes- 
A WIU Instructor will help with your 
studies. Students in 112 countries 
and 36 states, No cost catalog send 
postal address: Student Comm. Ctr. | 
144 Ivy Lane, King of Prussia, PA 
19406 - USA, FAX: 610 205 0960, 
E-MAIL: admissions@washint edu 
WEB SITE: www.washint.edu 


“Intensive 12-M 
COMPUTATIONAL 
FINANCE 


apply now for Fall 2001! 


www.cse.ogi.edu/CompFin/ 


fares 
Noe 


bart 





Bridal ECON GME: 


MSc Economics, Finance and Management 
University of Bristol 


A full-time taught course offered in the Department of Economics for 
entry from October 2001. Information about the programme can be 
found at www.bristolac.uk/Depts/Bconomics. For enquiries, email 


grad-eng @ bristol.ac.uk, or call +44 (0)117 928 8413 
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Fulfilling Britain’s commitment to 





co 





The UK is a significant bilateral development partner of Pakistan. 
The partnership is poverty focused and is designed to improve 
basic social services such as education, health and population 
welfare for the poor, especially for women and girls. Our 
partnership includes support for the Government of Pakistan's 
Social Action Programme, which provides a strategic framework 
and national resources for improvements to key social services. 


Senior Health & Population Adviser 


Liaising with the government, private sector and other bilateral 
and multilateral agencies, you will work at local, national and 
international levels to gain a deep understanding of overall 
development issues in Pakistan and in the region. Regional and 
international perspectives on health sector development are 
necessary to support the country based health team. You will be 
involved operationally in design and implementation of the 
growing portfolio of health and population welfare projects. You 
will also liaise with the Chief Health and Population Adviser on 
lesson learning and global strategic work. 


QUALIFICATIONS AND EXPERIENCE 


You will possess a minimum of a Master’s Degree in Public 
Health. With advisory skills in health and population, as well as a 
full understanding of DFID’s poverty agenda and current 
strategies, you will have at feast ten years’ work experience in 
two or more developing countries. Experience in South Asia and 
knowledge of a local language would be advantageous. A good 
understanding of HIV/AIDS issues is desirable. 


Health & Population Adviser 


Encouraging a co-ordinated and consistent approach to health 
and population policy and dialogue, your role will be to ensure 
that in-country development initiatives are reflected in policy 
discussions (and vice versa). In turn, you will monitor, evaluate 
and provide advice to DFID - sponsored health projects, and as 
such, draft project concept material for consideration. 


Based in Pakistan, you will provide advice on the health and 
population components of the SAP together with the whole 
portfolio of other health and population projects, in 


HEALTH & POPULATION ADVISERS 


LONDON & PAKISTAN 


collaboration with other donors. Specifically, that means 
programme monitoring and policy dialogue with federal and 
provincial departments of health and populations. 


QUALIFICATIONS AND EXPERIENCE 


With a postgraduate degree or an equivalent in public health, 
maternal or reproductive health or social policy, you will bring 
first-class policy awareness and capability - combined with five 
years’ experience of managing health sector projects in a 
developing country. A good understanding of HIV/AIDS issues is 
desirable. 





TERMS OF APPOINTMENT 


For the Senior post, salary will be in the range £37,434 - £48,252 
commensurate with qualifications and experience. The 
appointment is a permanent and pensionable post on HCS 
terms. 


For the Health & Population Adviser, salary will be in the range 
£33,882 -~ £48,252 commensurate with qualifications and 
experience, with attractive substantial tax free allowances 
including regular fare paid passages. The appointment will be for 
a 3 year fixed term on Home Civil Service terms with the 
possibility of conversion to a permanent appointment. 


For both posts permanent employees must be willing to serve 
where posted around the world or in the UK and will be subject 
to a 10 month probationary period. Permanent employees 
would .be expected to be able to give several years service 
before the normal Civil Service retirement age of 60. Subject to 
this applications are welcome from people of all ages. 
Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951.UN Convention on Refugees. 


Closing date: 16 March 2001. 


Applications for the earlier advertisement will automatically be considered and there is no need to re-apply. 


Application forms can be obtained, quoting reference AH375/5B/TE clearly on your envelope, from Room AH375, 
Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA or 
telephone 01355 843545 (answerphone) or e-mail: group5c1@dfid.gov.uk  http://www.dfid.gov.uk 


The Department for International 


DFID works in partnership with 


but we also work in middle income 


Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 


governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 





countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 
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The United Nations Compensation Commission in Geneva (UNCC) is 
seeking suitably qualified and experienced lawyers for its recruitment 
roster. Successful candidates will perform legal and factual research and 
analysis relating to the processing of individual, corporate, government 
and environmental claims arising out of Iraq’s invasion and occupation of 
Kuwait in 1990/1991. 


Required qualifications: 
- advanced university degree in law 
- six years or more of experience in litigation, arbitration, commercial, 
or 
environmental law 
-fluency and excellent drafting skills in English are. essential 


Contract: fixed term one year (renewable upon satisfactory performance), 
limited to service with the UNCC. Minimum net annual remuneration 
(including variable post adjustment) of US$57,625 (without dependants) and 
5961734 (with dependants). 


Applicants should send detailed Curriculum Vitae, preferably electronically, to: 
United Nations Campensation Commission 
Palais des Nations, CH-1211, Geneva 10, Switzerland 
Fax: 41 22 917 03 82 
E-mail: UNCCRecruit@unce.ch 
Deadline: 30 March 2001 


Given the expected high number of applicants, only shortdisted candidates 
will be contacted. 


Further information on the UNCC is available from its website at 
www. urog. ch/unce. 






WW save the Children | 


ADVOCACY COORDINATOR 
£30,000 - £40,000 p.a. 


This is an opportunity for a proactive and highly motivated individual to 
join a dynamic international organisation at the cutting edge of children's 
welfare and human rights. Save the Children works for children 
everywhere. With organisations in 30 countries, programmes in over 100 
and a budget of some £260m, Save the Children works for a world which 
respects and values each child, which listens to children and learns, and 
where all children have hope and opportunity. 

This senior management post will coardinate the global advocacy 
activities of Save the Children. Together with senior advocacy staff from 
Member organisations, the Advocacy Coordinator will develop and 
implement a global advocacy strategy to promote children’s rights. 
Directing Advocacy Representatives in New York, Washington and 
Geneva, you will ensure that the voice of Save the Children is heard in 
key international policy discussions and decision making. 

You will possess a minimum of five years professional advocacy experience at 
international level (e.g. towards UN, World Bank or EU) in the fields of 
humanitarian assistance, international development or human rights, Excellent 
communication and influencing skills, political astuteness, diplomacy and tact, 
as well as financial arid general management experience are essential. 

The closing date for applications is 22nd March 2001 (5:00pm). 
Interviews will be heid in London between: 3rd - 5th April 2001. 

For further information, please send a stamped (41p for UK), self-addressed 
envelope to Katharina Lange at the address below. 

To apply, please send your CV, together with an accompanying statement 
explaining why you would like this post and what qualities, skills and experience `> 
you would bring to it, by e-mail to katharin@save-children-alliance.org, by fax to 
+ 44 (0) 20 8237 8000, or by post to the address below, 
International Save the Children Alliance, 275 - 281 King Street, 
London W6 9LZ, UK. Tel +44 (0) 20 8748 2554. 








































MANAGEMENT POSIT 





Globalization of business is creating significant 
new opportunities for individuals experienced at 


corporations. We use a client-based search to 
match international positions with experienced 
professionals in a variety of fields, ranging from 


consultants to project managers. following areas: 


If you are a professional who is comfortable in 


have previous successful experience living and 
working in foreign countries and a desire to 


> continue residence abroad, Candidates must be 
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Developing US Business Overseas able to function independently overseas, 
accepting responsibility with minimal direct 
supervision. Foreign language ability is a plus. 


living and working abroad, Our role is to identify Specific needs of our client companies 
and source international personnel needs for US ate constantly changing. All positions are 
with US employers and offer competitive 
compensation and benefits, The most 
frequently available jobs fall within the 


* International Sales/Marketing 
the international environment, and have a busi- _* International Business Development 


ness or technical background, there may be a * International Project Management 

position that matches your skills, You could be * Science/Technology Management 

involved in establishing and developing new * Economic and Political Risk Analysis 

business as well as hiring local personnel and * Financial/ Banking ce 

managing operations. To qualify, you should * Internet/IT IntlOpp s.com 
a 


Qualified candidates, please provide your resume 
and cover letter, clearly indicating the positions 
of interest, as well as your experience living and 



















working abroad, Current or pending US citizen- 
ship can be a determining factor in selection. 
E-mail your response, including job code 
£CO/0301, to: IndOpps@psinet.com. Please 
attach your resume as a text (.txt) file, Or, reply 
by FAX: (877) 883-6009. If you have appropriate 
experience and match our clients’ needs, we will 
contact you. 

EOE, M/F/D/V. 


For further information on International 
Opportunities, please visit: www.intlopps.com 


sete 











APPOINTMENTS _ 


The creme always rises to the top, so 
why shouldn’t you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning $100K+ per year, 
we can assist you in attaining your goals. Resume Broadcast international, 
will manage your career search with the personal contact necessary 
for success. Our commitment is not just 40 hours per week, but 24 hours 
a day, 365 days a year. Contact us at Tel: (619) 224-9257 or E-mail: 
.102224.3306 @ compuserve.com and open the doors to opportunity today. 















Resume Broadcast international 
P.O. Box 6930, San Diego, California 92166, USA. 






Consulting companies use CuriCon to identify experts for 
international project assignments ~ but do we have your CV? 


If not, go: www.curicon.com or send your CV to curicon@curicon.com. 


We are looking for experts within all fields of expertise e.g.: Agriculture, 
environment, finance, infrastructure, social, public sector, project evaluation. 


CuriCon is an independent company specialised in identifying experts for 
development projects worldwide. 





Tel: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @ compuserve.com 









| Ravnholtvej 145 + 8310 Tranbjerg - Denmark + Tel.: +45 86 29 00 99 + Fax: +45 86 72 09 78 












COMMISSION FOR RACIAL EQUALITY 


ur talent 
hind our vision 


The Government has put race equality at the heart of its modernising 
agenda for Britain. The Race Relations (Amendment) Act, which became 
law at the end of last year, provides new and exciting opportunities to 
advance the fight against racism. 


The Chance to Make a Difference 


The CRE has created a new, well-resourced and high profile National Policy Unit to lead its 
strategic work against racism in both the public and private sectors. Its goal is to 
substantially transform policies and attitudes within the next five years. The Head of Private 
Sector Policy will help to lead this work with business and industry and will do so from a 
position of real influence and authority, based on an outstanding track record of experience 


and achievement in the private sector. 


HEAD OF PRIVATE 
SECTOR POLICY vos ret: 4001) 


Salary range: £32,376 - £49,716pa 

(a maximum starting salary up to £41,046pa may 
be considered in exceptional circumstances) 

As a top private sector professional, you 
will have a distinguished record of 
achieving change at boardroom level and 
implementing innovative policies. You will 
know how business works and how 
commercial organisations relate to wider 
audiences. Above all, you are committed to 
the principle that racism has no place in 
the modern business world. You will lead a 
dedicated team to work directly with major 
companies. 


leave, plus 10.5 public/privilege holidays. 


orientation, or who have disabilities. 
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SENIOR PRIVATE SECTOR 
POLICY OFFICER ob ret: avow 


Salary range: £25,236 - £35,436pa 

(a maximum starting salary up to £30,336pa may 
be considered in exceptional circumstances) 

You will have private sector experience, 
outstanding communication skills and have 
a track record as an agent of change. 


PRIVATE SECTOR 
POLICY OFFICER ot cet: 420016) 


Salary range: £21,411 - £27,786pa 

(a maximum starting salary up to £25,236pa may 
be considered in exceptional circumstances) 

You will have good business and policy 
sense and experience of implementing 
change strategies. 


Benefits for all posts include non-contributory occupational pension scheme, 25 days paid annual 


The CRE is an equal opportunities employer and appointments are made on merit. We welcome 
applications from men and women from all ethnic groups, religious beliefs, marital status and sexual 


We have new powers to eliminate racism. Help us to use them. 
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For the implementation of a Technical 
Assistance project financed by the Asian 
-Development Bank we are seeking for 

the following staff: 


Senior Power Economist with experience in the PR China in 
the fields of electricity supply, tariff structures, LRMC analysis 
for a short-term assignment (3 months of work, 2 trips to PR 
China between April and December 2001). 


Senior Rural Development Specialist with experience in the 
PR China in the field of electricity supply on rural development 
for a short-term assignment (2.5 months of work, 2 trips to PR 
China between April and December 2001). 


Please send your application including detailed CV by e-mail 
only to: 

Pbhank@integration.org 

Attn. Mr. Peter Bank. 


INTEGRATION 
International Management Consultants GmbH 
Holzgraben 31 
D - 60313 Frankfurt am Main 


fy UNIVERSITY OF 


W CAMBRIDGE 


Judge Institute of 
Management Studies 


The Roberts Monks Professorship 
of Corporate Governance 


The Board of Electors invite applications for this newly established 

: Professorship. The successful candidate will be expected to have a 
commitment to a multi-disciplinary approach to corporate governance 
and demonstrable expertise within the field of business ethics, business 
strategy, organisational behaviour, company law, social psychology, or 
applied economics. It is hoped the successful candidate will take up 
appointment as soon as possible. 


The appointment will be subject to the Statutes and Ordinances of 
the University. 


Informal enquiries can be made to Professor Sandra Dawson, 
The Judge Institute of Management Studies, tel: 01223 339590, 
email; s.dawson@jims.cam.ac.uk 


® Further information may be obtained from the Deputy Secretary General 

$ of the Faculties, General Board Division, University Offices, The Old 
Schools, Cambridge CB2 1TT, to whom a letter of application, marked 
‘Confidential’, including details of current and future research plans, a 
CV and a publications list should be sent, together with the names of 

“two referees, so as to reach him not later than Friday 30 March 2001. 


The University is committed to equality of opportunity 
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VACANCIES IN BANGLADESH 


Bangladeshi nationals are invited to apply for a three year posting as Senior 
Expert in the Program Development Office for the coastal zone of 
Bangladesh. The core business is: building a framework for a master plan 
with policy analysis, vision and strategy development along with the co- 
ordination and harmonising of ongoing and new activities. Qualification. 
MSc or PhD with 15-20 years experience within the scope of the positions. 
A multi-disciplinary approach is required. The positions are: 


© Senior Expert in Bio-Diversity and Environmental Management 
aspects: coastal environmental, environmental impact assessment, 
feasibility studies, planning for environmental management, identity 
measures for biodiversity conservation, application international 
conventions. 


® Senior Expert in Coastal and Marine Resources and Engineering 
aspects: coastal morphology and dynamics with the impact analysis of 
interventions, marine resources with constraints and potential, conducting 
surveys of dynamics and resources, climate change issues, coastal 
mapping. 


© Senior Expert in Resources Economy and institutional Affairs 
aspects: institutional and legal aspects of activities, feasibility studies of 
interventions, stakeholders consultations, economics of coastal and marine 
resources, social aspects, tourism development, gender issues. 


Interested candidates apply before 10 March 2001 with detailed CV to the 
advertiser. Earlier applicants will be reconsidered and don't have to react. 


Advertiser: Road 22, House 4/A, 6th fl, Gulshan, 1212 - Dhaka, Bangladesh, ~ 
E-mail: vanurk@bangla.net , Telefax: “880-2-882 1891, 


Rheinische Friedrich- Wilhelms-Universitat Bonn 


Professorships in Econometrics, Statistics, 
and Business Administration 


The Faculty of Law and Economics invites applications for three full 
profes ps (C4) in the Department of Economics. The appointments will be 
made in the fields of Econometrics, Statistics, and Business Administration. The 
appointment in Business Administration is tenable from March 1, 206 

soon as possible thereafter. The appointments in Econometrics and Statistics are 
tenable from August 1, 2002 or as soon as possible thereafter, 


Applicants must have a PhD, an excellent research record, and be able to make 
a significant contribution to the teaching in the undergraduate and graduate 
programs offered by the Department of Economics. 


For farther details and informal inquiries please contact the Chairman of the 
Department of Economics, Prof, Georg Nilde 
email georg noldeke @ wiwi unborn ie, 


The University of Bonn aims to increase the percentage of women in these 
positions, Therefore applications from female candidates are particularly 
welcome. Applicants with serious disabilities receive preference over those with 
equivalent qualifications, 


Applications including a curriculum vitae and a list of publications should be 
sent to the: Dean of the Faculty of Law and Economics, 

Universität Bonn, Adenauerallee 24-42, 

$3113 Bonn, Germany, 

and must arrive no later than April 26, 2007, 


Please indicate when applying for which of the above positions you 
wish to be considered. 











APPOINTMENTS 


JOB HUNTING IN ALLY? 


Executive $75K-500K +, Career searching into, within or out of 
Asia / Europe / M.East / U:S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: 
USA/Canada +1 202 4781698 
Europe +44 20 75048280 
Asia / M. East / Aus +66 2 2674688 





Email: 
cpamerica@ecareerpath.co.uk 
cpeurope(@careerpath.co.uk 
cpasia@bkk. loxinfo.co.th 


IUCN 


‘The Word Conservation Union 








| National Project Manager, MACP 


IUCN-The World Conservation Union brings together states, governmental 
agencies, non-governmental organisations, affiliates and experts from 
across the globe in a unique world partnership. IUCN Pakistan is the country 
office of the global Union. It is also the implementing agency for the 
UNDP/GEF-funded Mountain Areas Conservancy Project (MACP) in 
collaboration with the Government of Pakistan, the Government of NWFP 
and the Northern Areas Administration. 

IUCN Pakistan is currently searching for a National Project 
Manager who will be responsible for the overall management, co- 
ordination and monitoring of the implementation of MAGP: Supervise 
two Regional Project Managers responsible for field implementation; 
supervise and co-ordinate production of project activities according to 
the project document; supervise preparation and submission of project 
work plans, financial plans and progress reports; and liase with the National 
Project Director in MELGRD, UNDP Country Office, government and 
other project partners. This position is intended for a Pakistani national. 


A detailed ToR is available by fax or email, Fax: (92-21) 5835760; 
Email: cumana.imam@iuenp org 
Women are encouraged to apply 
Only shortlisted candidates will be notified, 
Candidates should send their CVs, and the names of two referees by 
March 24, 2001, to the Human Resources Manager, IUCN Pakistan, D-66, 
Block-9, Main Gizri Road, Clifton, Karachi, Pakistan. 

















As one of the UK’s | | 
foremost | f | 
representative | Starting salary £26,853 Plus London | 
Allowance and other benefits | 


The role will involve providing cogent analysis of 
economic and strategic issues affecting the agricultural | 
industry, such as reform of the CAB WTO 
negotiations, expansion of the EU and other 
international and domestic agricultural policy 
developments. The ideal applicant will probably 


organisations, the 
National Farmers’ 
Union promotes the 
interest of farmers, 
| growers and the 
| rural economy 
| throughout England 
| and Wales. We 


| have a good first degree in Economics. A post- 
currently have the 


following vacancy 
within our 
Economics 
Department: | 


graduate degree in the social sciences, particularly 
International Affairs would be of interest, Experience 
in public policy analysis and excellent 
communication and public presentation skills would 
also be an advantage. 





For an application form and job description please 
ring our 24-hour recruitment line on 020 7331 7436 
or e-mail jane.joyce@nfu.org.uk. 





The closing date for receipt of completed application 
forms is Friday 16th March 2001. | 












Readers are recommended 
to make appropriate enquiries and take appropriate advice before sending money, incurring 
any expense or entering into a binding commitment in relation to an advertisement. 
The Economist Newspaper Limited shall not be liable to any person for loss ar damage 
incurred or suffered as a result of his/her accepting or offering to accept 
an invitation contained in any advertisement in the Economist, 
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THE INTERNATIONAL RICE RESEARCH INSTITUTE 
DAPO 7777, METRO MANILA, PHILIPPINES 





The International Rice Research Institute (IRRI) is seeking a 
Training and Courseware Specialist: Information Technol- 
ogy (IT) to be based at its headquarters in the Philippines. 
Interested candidates should have a Ph D in educational 
technology or related field. A complete position description 
and information about IRRI can be found at www.cgiar.org,/ 
irri/irsjobs.htm or contact the search committee chair, Dr. 
Graham McLaren at g.mclaren@cgiar.org. Please refer to 
code IROL-Economist-01. 











































The Petroleum Finance Company 
Strategic Advisors in Global Energy 


Senior Position, Gas & Power 


PFC is a leading global consulting and advisory firm with a rapidly growing 
gas and power practice. Recognized for its excellence in competitive analysis, 
PFC advises executives on energy strategy and markets, 


PFC currently seeks a qualified individual to fill a senior level position in its Gas 

& Power unit in Washington, D.C. Experience in the international power and 

vlectric utility sector is a must. Qualifications include: 

e 5-10 years experience in international gas and power industry with a focus 
on the electricity sector. 

* Preferably 2 years experience in consulting, ideally with utilities/power 
companies, ia 

* Demonstrated analytical capability - quantitative and qualitative ~ on 
competition, markets, regulation, and business strategy; computer fluency to 
perform analysis. 

* Ability to conceptualize and develop new ideas. 

* Effective communication skills, verbal and written; ability to interact/market 
to senior management. 

* Deadline oriented; effective in a team environment. 

* Graduate degree in business, economics, engineering, or relevant discipline. 

« Willingness to travel internationally, 

To apply please send your CV and a cover letter, including remuneration 

details and the names of three references to: 

Rodney Schmidt 

Managing Director 

The Petroleum Finance Company 

Suite 800 

Washington, D.C. 20036 


All applications will be treated in the strictest of confidence. 






ANNOUNCEMENTS 












The engagement is announced between 
William David Wilkinson 
son of David & Gladys Wilkinson of Bagshot, Surrey and 

Katharine Olivia Hurdley 


daughter of Simon & Francesca Hurdley of Bridport, Dorset. 
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Republic of Cyprus 


Ministry of Communications and Works 






Concession contract for the 
development and operation of international 
airports at Larnaka and Pafos 





The Ministry of Communications and Works (the "Ministry" ), 
on behalf of the Government of the Republic of Cyprus, and 
advised by PricewaterhouseCoopers is initiating a tender 
process for the award of a concession contract to a suitable 
bidder (or consortium) for the construction of new passenger 
terminals at the existing international airports at Larnaka and 
Pafos and for the operation of these airports under a long term 
‘Build-Operate-Transfer style contract. 





































Invitation for expressions of interest 










The Ministry invites prospective parties, cither individually or 
in consortia, to express their interest in this opportunity as the 
first stage of the procurement process. Appropriately qualified 
applicants will be sent a Preliminary Information 
Memorandum and will be asked to submit a detailed Pre- 
Qualification Questionnaire. They will also be able to 
purchase detailed plans that were prepared for the 
development of these airports under a previously proposed 
Government build contract. 
















Expressions of interest should be mailed, couriered or 
delivered in person to the address below and must be received 
by noon, on March 23, 2 2001, The Ministry does not intend to 
enter into any discussions with interested parties at this stage. 
However any questions regarding this expression of interest 
should-be addressed in writing to the contact below and to no 
other party. 







Expressions of interest should be of no more than ten pages. 
They should give a short description of the prospective party 
(or the members of a consortium if appropriate) and include: 






* a contact name, postal address, fax number and email 
address; 

* a summary of relevant airport operations, including traffic 
levels at cach airport; 






e a summary of construction capabilities and experience in 
the airports sector; 

e experience of undertaking any similar project in the airport 
or other relevant sector(s), 
and 

* any other information which 

this proposed project. 









is likely to be of relevance to 


Minimum requirements 
Only prospective parties { (individually or in consortia) who have 
experience of operating passenger airports, with annual 
passenger numbers in excess of 2 million, will be considered as 
appropriately qualified. No other parties should reply to this 
invitation. 















The Senior Control Officer 
Ministry of Communications and Works 
28 Acheon Street 

CY- 1424 Nicosia, Cyprus 

Fax Number: +357 2 776272 





Reply ta: 
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Government of India 


E our advertisement on page 
The Economist dt. L0th-16th Feb 2 
for details visit www.emeltd.com 
or www.eeme.co.in or email: 
sekhar(a corp.eme.netin 


Pai eset 
Government of india 


Strategic Sale of Shareholding in 
Videsh Sanchar Nigam Limited 


This announcement is neither a prospectus nor an offer or invitation to 
the public for sale of securities. 


Expression of Interest 


The Government of India (Gol) intends to disinvest 25% of the equity capital 
of VSNL to a strategic partner. The Company is the exclusive provider of public 
international telecommunications services in India to about 240 territories 
worldwide, besides being the largest ISP in the country with a subscriber base of 
over §,00,000. 

Bids are invited by 10th April 2001. Interested parties may visit the following 
websites: www.vsni.com or wwwdel.vsni.nel.in and internet.vsni.net.in for details 
or contact: 


R.S.P. SINHA 
DIRECTOR (FINANCE) 

Lokmanya Videsh Sanchar Bhawan, 
Kashinath Dhuru Marg (Opposite Kirti College) 
Prabhadevi, Mumbai ~ 400 028 
Phone : +(91) 22 432 2939 Fax : +(91) 22 437 9557 


e-mail: rspsinha@vsni.com 
CONFERENCES 


(Centre for the Study of African Economies, Oxford University, 
29-31 March 2001) 


Conference for academic, government and private sector, 


Topics: 

Africa's Opportunities 

Capital Markets 

Industrial Development 
Currency Markets 

Industrial Competitiveness 
Democracy and the Rule of Law 
Public/Private Interfaces 

‘Trade Liberalisation 


Speakers include: 

* President of Botswana 

* Clare Short, DFID 

* Carlos Magarinos, UNIDO 
* Rubens Ricupero, UNCTAD 
* Paul Collier, World Bask 


Fees: business £940; academic £270.25/4 188 


Enquiries to interquiture, 103 Walton Street, Oxford OX2 SEB, wt O1N6S 514914, fax 01865 
515313, email: csac.conference @eco ouk/pen @ interculture.co.uk 
hiipiwww osse ornacauk/ 











Development Policy in Africa: Public and Private Perspectives 
























































ad 
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#*LONDON'A 


n Quality serviced apartments offering best value E 

for money, Gur apartments offer great savings 
compared to hotels. Fully serviced, private 

a bathroom, kitchen, TV, telephone, central a 
Heating. elevator, 

a Centrally located in Kensington area, a 


@ Tourist Board Approved W 
Ashburn Garden Apartments 
m 3 Ashburn Gardens a 
South Kensington, London SW7 4DG, UK 
a 
www.ashburngardens.co.uk 
™@ = info@ashburngardens.co.uk W 





MB: The Qualitiyes Group 





EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 





CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, phone, 
satellite T.V., central heating, elevator, maid 
service, resident manager. Suit 1-2 persons. 


Brochure by Air-Mail: 


Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 

TEL: 020 7584 4123 
Fax: 020 7584 9058. 
info @ksfiats.demon.co.uk 
www. ksflats.demon.co.uk 


EuroCross hub at EuroAirport Basel. 


CROSSAIR 


For further information contact your local travel agent 
or, +44 845 607 3000, www.crossair.com 


BUSINESS & PERSONAL 





Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve 
savings in tax. We provide a full range of onshore 
and offshore services designed to save tax for 
you and/or your company. Call us and we will 


SOVEREIGN 


VISIT OUR WEBSITE: 
SovereignGroup.com 
be pleased to show you how our services 

can save you money and maximise the 

value of your assets. 





S Tel: ++44 207 370 2663 


Fax: ++44 207 370 6743 
BERBER 
ANNOUNCEMENTS 





business 
& personal 


tax solutions 


HONG KONG: 





es ECONOMIC: 
l S RESEARCH 
DAM} orum 

PEIN s veng wean yery 


CALL FOR PAPERS 
%, The Arab Planning Institute - Kuwait 
t (APT) And The Economic Research Forum 








(ERF) 
Organize a Workshop on: 
“Challenges and Reforms of Economic Regulation in MENA Countries” 


Cairo - Egypt (June 27-29, 2001) 
Objectives 


Highlight the regulatory reforms that need to be implemented in the MENA 
countries in few dynamic sectors namely telecommunications, e-commerce, 
banking and international trade, in order to cope with the recent changes in 
their respective operating environments. 

2. Analyze the likely impact of regulatory reforms in these sectors. 

3. Draw on the experience and best practices of Developed countries in regulat- 
ing these sectors. 

4. Identify the challenges and pitfalls of regulatory reforms in the MENA region 
for each sector and suggest ways to meet them. 

5. Pinpoint the institutional requirements of each regulatory reform that would 
lead to more efficient regulation in each sector. 

6. Establish the links and interconnections between regulatory reforms in these 
different sectors, 


The workshop is mainly concerned with economic regulation, dealing with pricing, 


ISLE of MAN: 
Paul Brennock 


UNITED KINGDOM: 
Simon Denton 

1 +44 (0V2 

ax +44 (0)20 7: 





competition and market entry/exit, as well as the process of making regulation and 
managing regulatory reforms in the following sectors: 
. Telecommunications | 
° E-commerce 

. Banking 

U International Trade (Technical Regulations and Trade Procedure) 


Papers should stress regulatory reforms and challenges in the MENA region with a 
special focus on the countries of the Arab region, Iran and Turkey. They are expect- 
ed to be sector specific drawing on cross country experiences and cover relevant pol- 
icy recommendations in light of the characteristics of the countries under study. 
Further information on issues to be addressed for each sector could be found on the 
web site of API under the call for papers section. 


Language 
The language used in the workshop for papers and discussion will be English and 
Arabic with simultaneous translation, 
You are invited to submit a short abstract along with your CV before March 31 2001. 
Upon evaluation of abstracts, a short list of candidates will be contacted to submit full 
papers. Papers should be submitted before May 15, 2001, for evaluation by a review 
committee. As the organizers reserve the right to first publication, only unpublished 
papers will be considered. The organizers will cover travel and accomodation of 
authors of accepted papers. 

All correspondence should be addressed to: 


Workshop Co-ordinator 
Arab Planning Institute - Kuwait 
P.O. Box 5834 Safat - Zip Code 13059 
State of Kuwait 
Fax: (965) 4842935 Email: api@ api.org.khw Web: www.arab-api.org 


FOR OUR 110 PAGE COLOUR BI 
CW Forster. (Director) 


WORLD WID 
Grosvenor Court 
isle of Man, IMB 
TEL: +44 7624 8 
FAX: +44-1624 84 
E-mail: economist 


——— WWW.ocra.com —— 


1509002 94 Certificated + A member of the Estate and General Group established in 1935 
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e OWNED BY LAWYERS AND ACCOUNTANTS © CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


for OFFSHORE & UK COMPANIES @ the best prices contact us today 


For immediate, friendly advice, please contact: 








ime “Tieewseo CO. io Syn eS ge 5&8,“ LONDON: Janson Lotery B.Sc (Hons) DUBLIN: Peter Murphy B.Comm (Hons) 


& TRUST MANAGEMENT N ' i Tek +44 (Q) 20 7352 2274 Tel: +393 (0) 1 662 1388 







IE ti EAA fax +44 (0) 20 7795 0016 Fax: +353 (B) 1 662 1554 
Dublin 2, Ireland. E-mail: Janson@scigroup.com E-mail: prurphyd@scfintLiolle 






Offshore Companies, 
Banks, Trusts, Foundations, 
Bank AVCs 


www.GLOBAL-MONEY.com 


DELAWARE (USA) 
CORPORATIONS 
fing up D Comorntions, 


Lowest Annual Foes 
Peady Made Companies 
Bank Introductions y : 
“50 Nominee Services oe ni ae 
Otsnorm Croats Cards DTO 921 COR o AS02477 981 
United Kingdom: Eomatk coqyieleg.com * taternet: hit //dekeg cin 


1G Fax: +44 (0) 20 7638 9617 


3 m-exp.com EU-US Business Organization Hf 
Morlay Mouse, | 
el: 


342 Rogent Street, Delivers full service consulting to European | 
London WIR SAG or American companies that are considering | 
1 


COMPANHS 
FR 









entering markets on the other side of the 
Atlantic. Many of our clients do business in 
the following areas: Multimedia, IT, 










Immigration through employment or business, 
Nerses, Teachers & TY, jobs waiting! 
Complete visa processing. T009% guarantes, 
OGL S61 740 9061 MACS USA Ine 


639 E Ocean Ave, Ste 402, Florida 33444 N 
www. eed graietoamncrica Cort 
- to Manage your 


NEW AUTHORS own portfolio 


PUBLISH YOUR WORK over the Internet 

ALL SUBJECTS CONSIDERED sia tne ea 

MINERVA PRESS - to do all of this 
315-317 REGENT ST through a tax-free 


LONDON W1B 2HS. UK 
www. minerva-press.co.uk 


E-commerce, Bia-teoh/High- Tech like 

sciences, Venture Capilal Consulling, 
Franchising, www,eabo.org 

| Tek 212-072-3035 Fax: 212-972-3026 





























CORPORATION REGISTRATION 
IN SWITZERLAND 


Establishment in Switzerland for All Firms 





We offer you THE best support in a professional way for 
your operation in Europe & all over the world featuring: 


OVERALL lowest business taxes IN the world company 9 





FREE inheritance/donation tax 


SPECIFICALLY in THE chosen COUNTIES OF Zug & Schwyz 


The _ 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED 
SECTION, CONTACT: 


INCORPORATION / headquarters transfer 


trade business / distribution 
Will Witkingan, London 
Tel (44-20) 7830 7000 Fax: (44-20) TRII 7444 
Email: wilwikinson @ aconomistoorn 


invoicing / administration / accounting 


office services: (FAX, e MAIL, RECEPTIONIST) 
Stephan Welch, New York 
Tab (1-212) 841 S730 i (4-212) 247 1985 
Email stephenwelch @aconorislcomn 





Licences / Patents 








Property or Office leasing 
estate tax reduction BUSINESS INTER NATIONAL 
asset seizure protection OPPORTUNITIES PROPERTY 


tax minimization 


ag SWITZERLAND 


Lake Geneva & Alps 
Attractive properties, overlooking views, 1 to 
5 bedrooms, om SFr 250000. Sale to Non- 
Swiss citizens pad is Leading company 


please contact us AT RI a 3 

Email : gralinvest@bluewin.ch 

precall from Europe : 0041-41/ 

precall from USA : 011-41-41/ 

phone : 7850 09 86 GRALINVESTinc. 

fax : / 85009 88 Pilatusstrasse 29 
6402 Merlischachen 

Switzerland 


established in 1975. Experience. Discretion. 
REVAC S.A. 

52, Montbrillant, CH-1211 GENEVA 2 

Tal. +441 22/734 15 40, Fax 734 12 20 
www. revac.net 


Become owner of Internet Casino! 
Best terms on the Web! 
www. SALECASINO.COM 
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C INDICATORS 


OUTPUT, DEMAND AND JOBS Germany’s Gor grew by 1.9% in the year to the fourth quar- | 
ter. American growth over the same period was revised down from 3.5% to 3.4%. A slowdown in 
Japanese exports led industrial production to drop sharply, by 3.9%, in January. Unemploy- 
ment in the euro area edged up to 8.8%, the first increase in nearly four years. 
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PRICES AND WAGES Germany’s rate of consumer-price inflation jumped to 2.6% in the year 
to February, the highest since December 1994. In France, however, the inflation rate fell to 1.2% in 
January. Average wages in Canada increased by only 1.7% in the year to December, implying a 
pay reduction in real terms. 
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erm COMMODITY PRICE INDEX 
imme De Beers, the South African car- 


tel that controls two-thirds of the world’s 
sales in uncut diamonds, expects the trade 
to lose some of its sparkle this year. Because 
of the slowdown in the American econ- 
omy, the company forecasts sales of uncut 
stones to fall by 15% from a record $5.7 bil- 
lion in 2000. America accounts for half of 
retail diamond sales. Russia, the second- 
biggest diamond producer behind Bo- 
tswana, is obliged to supply at least $550m- 
worth of rough diamonds, a third of its pro- 
duction, to De Beers under a three-year 
marketing pact. The deal expires at the end 
of this year, and Russia wants to cut its com- 
mitment in any new agreement. Italso aims 
to export only 40% of its diamond produc- 
tion by 2002, versus 60% last year, 
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W QUALITY OF LIFE Zurich is one of the 
world’s two best cities to live in, according 
to a survey by William M. Mercer. Really. 
Vancouver scores as highly. Sydney and 
Geneva are close behind. The survey ranks 
cities according to “quality of life”, mea- 
sured by 39 criteria, ranging from recre- 
ational and transport facilities to crime and 
education. Sydney and New York are 
among the best cities for sport and leisure. 
Within the European Union, London and 
Paris score highest on recreation because of 
their cultural attractions and myriad res- 
taurants. In the past year, however, both 
cities have slipped down the table, partly 
because of crime. London has also fallen a 
bit on account of its worsening transport 
problems. The top-scoring cities for trans- 
port include Copenhagen and Singapore. 
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STOCKMARKETS America’s Nasdaq composite index tumbled by another 5.2%, to end the 
week at a 26-month low. The Nikkei 225 index lost 1.7% of its value during the week, then fell toa 
15-year low. Share prices in Frankfurt fell by 2.2%, and in Copenhagen by 3.9%. 
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TRADE, EXCHANGE RATES AND BUDGETS The yen fell to two-week lows against the dollar and the euro. Meanwhile, the euro rose to a 
two-week high against the dollar after new data showed the euro area's economy to be weathering the American slowdown rather well. Brit- | 
| ain’s12-month trade deficit widened slightly in December, to $42.9 billion. Italy’s trade deficit remained at $1.3 billion over the same period. 






by the all the countries in our chart. 





@ FOREIGN AID In1970 the United Nations 
adopted an international target for official 
aid, recommending that donor countries 
give 0.7% of their national income in foreign 


| assistance. Today only four countries meet 


that target: the Netherlands, Denmark, 
Sweden and Norway. Denmark is the most 
generous, giving aid worth more than 1% of 
Gpr in 1999 (the latest year for which oxcp 
figures are available). In absolute terms, Ja- 
pan was by far the most generous donor, 
giving away over $15 billion. But that repre- 
sented 0.35% of its Gop, only half what the 
UN would like. The second biggest donor, 
the United States, gave just 0.1% of its Gor in 
aid. To achieve the UN goal, America would 
have had to give aid of $65 billion—seven 
times as much as its actual contribution 
and far more than the total donations made 
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E TRANSPARENCY Economists assem- 
bled by PricewaterhouseCoopers, an inter- 
national consultancy, have produced an 
“opacity index”. This measure weighs the 
effects of unclear legal systems and regula- 
tions, macroeconomic and tax policies, ac- 
counting standards and practices, and cor- 
ruption on the capital markets of 35 
countries. China and Russia are the most 
opaque, and Singapore and America the 
most transparent. To the extent that opacity 
puts foreign investors off, it generates the 
equivalent of a risk premium in the interest 
rates of a country’s debt holdings. For ex- 
ample, estimate the authors, the premium 
on an Indonesian government-bond issue, 
relative toan American or Singaporean one, 
is more than ten percentage points. 
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ECONOMY South Korea’s current-account surplus fell by more than half last year, to $11.0 bil- 
lion, as imports soared. Singapore’s current-account surplus was little changed in 2000, at $21.8 
billion. Russia’s visible-trade surplus widened to $61 billion, from $36.2 billion in 1999. South Af- 
rica’s GDP growth slowed to 3.3% in the year to the fourth quarter. 
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FINANCIAL MARKETS Istanbul recovered some ground after last week’s political and econ- 
omic crisis; it climbed 22.4% in the week to Wednesday. The rise in share prices failed to keep 
pace with the floating Turkish lira, however, which fell by 26% against the dollar. Bangkok rose 
4.8% on news of the government's initiatives to reform the banking sector. Cairo lost 5.9%. 
change on 
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3G Sater Wireless 
Hutchison 


I magine an advanced worldwide mobile network that brings everyone, everywhere the freedom and 
convenience of borderless mobile multimedia communications. 

Through strategic alliances with industry leaders AT&T Wireless and America Online, Inc. in the U.S., 
Hutchison Telephone Company Limited and KG Telecommunications Co., Ltd. in Asia, KPN Mobile N.V. and 
Hutchison 3G UK Holdings Limited in Europe, and Tele Sudeste Celular Participações S.A. in South America, 
NTT DoCoMo is well on the way to making this dream a reality. 

Our phenomenal i-mode service in Japan already provides over 19 million cellular users* with 
economical, one-touch access to the Internet. And our May 2001 debut of the world’s first 3G (third- 
generation) mobile communications services — known as FOMA** and empowered by W-CDMA (Wideband 
Code Division Multiple Access) — will enable these users to enjoy Super high-speed mobile transmission 
of multimedia content as well. 

We are confident that our win-win relationships will one day lead to borderless multimedia services — 
and a brighter, more convenient future for everyone. 


*As of February, 2001. **FOMA (Freedom Of Mobile multimedia Access) is the name used in Japan for NTT DoCoMo W-CDMA services. 
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Language barriers 


Sır--English appears to be the 
logical language “of choice in 
many parts of the world; except, 
ironically, America (“English is 
still on the march”, February 
24th). Bill Clinton, when presi- 
dent, signed an executive order 
requiring federal agencies to pro- 
vide translation services to appli- 
cants in any language they 
choose (there are some 300 spo- 
ken here). The federally sub- 
sidised advocates of bilingual 
education in some areas are rail- 
roading all children with His- 
panic surnames into bilingual (ie, 
Spanish) instruction, regardless of 
what the parents want. 

I have found the French quite 
willing to speak English in their 
country after I have made an ef- 
fort in their language first. The 
Germans have quite enough to 
worry about sorting out their 
newly mandated but widely un- 
popular Rechtschreibung. Den- 
glish will happen, just as did Sin- 
glish in Singapore and pidgin 
English all over the Pacific in the 
second world war. 
LaConner, 
Washington 


WALTER 
SPANGENBERG 


Sin—Monolingual Brits are too in- 
clined to take the soft option, per- 
haps being unwilling or unable to 
cope with the rigours of learning 
another language. However, as 
increasing numbers of non-Brit- 
ish Europeans perfect their 
knowledge of English they be- 
come freely able to use their skills 
to work in Britain (with the ad- 
vantage of speaking their native 


language and often..a third dan- 
guage). The ‘monolingual British 
have few chances to work abroad 
and could become.a second-rate 
choice in their own country. 

Milston Manor, ‘ANTHONY 
Northamptonshire LUNCH 


Sıir—English actually comes from 
the continent. It is perhaps one of 
Germany’s most successful ex- 
ports; the later addition of French 
elements giving it a flavour of lux- 
ury. Why then should it not be 
Europe’s lingua franca? Latin, of 
course, should be adopted as the 
second language. 
Sao Paulo MAARTEN WAELKENS 
i NERE A 


Down the Tube 





Sir—On the disagreement be- 
tween London’s mayor, Ken Liv- 
ingstone, and the Labour gov- 
ernment over the future 
ownership and management 
structure of the London Under- 
ground, Bagehot (March 3rd) 
raises an issue that goes far be- 
yond the underground itself. It is 
whether separation of railway in- 
frastructure and operations can 
ever be successful. In my opinion 
it cannot. I served as the first 
chairman-ceo of Britain’s largest 
rail-freight carrier after privatisa- 
tion and was forced to deal with 
vertical separation while striving 
to improve customer service, re- 
duce costs and manage a large 
rolling-stock investment pro- 
gramme. In every one of these ar- 
eas, Railtrack was a major obsta- 
cle. In fact, Railtrack, and the 
management structure that came 
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with it, was by a long way our 
largest problem. 

More recently, safety, and 
economic and investment issues 
created by vertical separation, 
have caused huge problems on 
Britain’s rail network and there is 
increasing disenchantment with 
the industry structure in place. 
Without huge government subsi- 
dies, vertical separation has been 
a failure everywhere it has been 
tried. It would be as disastrous for 
the London Underground to sep- 
arate management between in- 
frastructure and operations as it 
has been ọn the heavy-rail net- 
work. I am surprised that the La- 
bour government has become so 
attached to the failed Tory model 
of functional separation. 
EDWARD BURKHARDT 

President 
Rail World 
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Democracy in Bahrain 


Sır—The Bahrain National Char- 
ter deserves credit for intellectual 
content and good intentions 
(“Your kingdom for our rights”, 
February 24th). I believe in the 
politics of small steps to achieve a 
desired goal. However, the “exit 
light” for the prime minister is not 
sufficient in itself to move events 
in the right direction. The whole 
administration is loaded with 
members of the Khalifa family 
and other appointees with vested 
interests. 

Unless merit replaces incom- 
petence, corruption and nepo- 
tism, the departure of one man 
will not deliver results. Bahrainis, 
especially the commercial, pro- 
fessional and intellectual elite, 
must contribute time and re- 
sources towards building a demo- 
cratic society. Moreover, attract- 
ing foreign investors is not only a 
function of political stability but 
also of good governance by the 
civil service and the courts in the 
application. of commercial law. 
London Asput RAHMAN AL-Sa’I 
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Reagan's estate 


Sir—You say “Ronald Reagan 
(who once made $2m for two 20- 
minute lectures in Japan) let some 
rich friends buy him a $25m 
house in Bel Air” (“Muddier yet”, 
February 17th). Nancy Reagan re- 
cently confirmed that she and Mr 





Reagan borrowed the money for 
this purchase and have since re- 
paid it with interest. She said that 
their money was in.a blind trust 
at the time and they did not 
know how much they had. Of the 
$am lectures, Mr Reagan asked, 
“what would you do?” 





Monroeville, 

Pennsylvania JOHN ELRICK 
aan TAN mi 
Unpopular populist 


Sır—There was no major switch 
to Pauline Hanson’s One Nation 
party in the state election in 
Queensland; they gained only 
around three seats out of a total 
of 89 (“Australia’s populist bites 
back”, February 24th), There was 
an unprecedented swing towards 
the centre-left Labor Party who 
held government prior to the 
election. It won 65 seats and 
crushed the opposing Liberal 
Party, which was reduced to just 
two seats. 

Queensland as a whole does 
not want Mrs Hanson to gain any 
power. She represents ignorant 
redneck attitudes and the major- 
ity are well aware of this. 1 hope 
that this dangerous woman gains 
no more political ground and no 
more coverage by the media. 
Brisbane Curis Davis 
nal 





No opposition 


Sır--You are right to point out 
that the miserable opposition 
helps to keep Yoshiro Mori in 
power (“Being kind to Mr Mori”, 
February 24th). Yukio Hatoyama 
is Japan's William Hague; neither 
are regarded as suitable prime 
ministers. Despite the view that 
neither will win the coming elec- 
tions there is no momentum to 
oust either of them. Mr Hato- 
yama, unlike Mr Hague, com- 
pletely lacks debating skills and 
does not have any allies, even in 
his own party. 

Although the Democratic Party 
has a lot of brilliant young politi- 
cians, under the Japanese system 
it will take many years before 
they could become leaders. 1 am 
worried that Japan will sink be- 
fore they come through, or that 
they will be institutionalised be- 
fore they are allowed to come to 
the fore. 
London 


Hiroyuxr Morita 
nti 
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International 
Monetary Fund 


For its headquarters in Washington, D.C. (USA), 
the International Monetary Fund (IMF) is seeking: 


Director, International Capital Markets Department 


The international Monetary Fund, an international 
organization with a diverse staff —— men and women 
drawn from over 120 countries — has an opening for the 
Director of its newly established International Capital 
Markets Department. 


Under the overall guidance of the Managing Director, the 
Director of the International Capital Markets Department 
will be responsible for providing strong leadership and 
strategic vision in planning, managing, and supervising the 
work of approximately 60 staff. The Department will play a 
central role in’ the IMF’s conceptual work related to the 
international financial system and to capital market access 
by member countries. It will be a vital part of the ongoing 
efforts to strengthen the international financial architecture 
and, in particular, to strengthen the IMF's role in crisis 
prevention by providing early warning of potential stresses 
in international financial markets, The Director will also be 
esponsible for systematic liaison with senior private capital 
arket participants. 


An important task of the International Capital Markets 
Department will be the gathering, assessment, and 
dissemination of information on developments in 
international capital markets, as well as the analysis of 
related systernic issues, in support of the IMF's surveil- 
ance work and lending programs. The Department will 
provide critical support to country teams responsible for 
the IMF's crisis prevention and crisis management work 
with member countries, thereby supporting the IMF's 
ability to help member countries deal with and benefit 
from interactions with international capital markets. 





The Department will also be responsible for producing 
reports on developments in international capital markets 
and for conducting policy-oriented research on capital 
market topics. 

Requirements: 

Applicants should be recognized leaders in the field of 
international capital markets with financial market expertise, 
outstanding analytical and conceptual skills, and an 
extensive and strong operational and policy background in 
this field. The successful candidate should have high-level 
experience in supervising the work of others, and a 
demonstrated track record in strategic thinking, organizing 
and delegating work, and personnel management. The 
successful candidate should also have a proven record as a 
team player and the ability to work effectively in a collegial 
environment. A strong commitment to the overall mandate 
of the Fund is important. An excellent command of English 
and strong communications skills are required. A working 
knowledge of other languages is desirable. Candidates from 
a wide variety of countries are invited to apply. 

To Apply: 

The successful candidate will be expected to take up the 
position on a full-time basis no later than July 1, 2001 and, 
before then, will have the opportunity to be involved in 
shaping the formation of the new department. Candidates 
should send their resume, by April 12, 2001, to the 
address, fax number or E-mail address below. Send only 
one copy and make explicit reference to vacancy number 
RO1259B, with a clear indication of a telephone/fax number 
or E-mail address where you can be contacted. 





International Monetary Fund 
Recruitment Division, 159-100 + 700 19th Street, N.W. + Washington, D.C. 20431 +» USA 
Fax: +1 202 623-7333 + E-mail: recruit@imf.org 


Further details about the role and function 
of the IMF are provided on its Web site: 


http://www.imf.org 
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International 
Monetary Fund 


The International Monetary Fund (IMF) is seeking: 


ACCOUNTANT/SR.. ACCOUNTANT 
(vacancy number R000588): 

Participate in evaluating member country central banks’ control, 
accounting, reporting and auditing systems to ensure that financial 
resources, including those provided by the Fund, are adequately 
monitored and controlled. The successful candidate is expected to 
prepare assessment reports and contribute to the ongoing 
development of the conceptual framework. 











Qualifications: 

Advanced university degree in accounting, business administration, 
finance or economics, or equivalent, as well as professional certification 
(CPA/CA). Ideal candidates have a minimum of three years of auditing 
experience, preferably with a large international accounting firm. 
Experience in credit risk monitoring and forensic accounting, especially 
involving central banks operations, is highly desirable. 


ACCOUNTANT/SR. ACCOUNTANT 

(vacancy number RO1242B): 

Responsible for financial reporting to member countries and 
specific assignments such as financial analyses of aspects of the 
IMF's financial policies and mechanisms. 





















Qualifications: 

A professional qualification (Chartered, CPA or equivalent): a 
Master's degree in finance, business or economics; at least five years 
of relevant international accounting experience, preferably in a 
public accounting firm; and some experience/education in finance, 


WRITER/ANALYST 

(vacancy number R00088B): 
Support the work of its Executive Board in Washington, D.C. The 
candidate, who is likely to be at a relatively early stage in his or her 
career, will join a diverse team covering the IMF's internal 
discussions on economic and financial issues in member countries 
and the world, and the policies and operations of the IMF. He or she 
will assist the Secretary of the IMF in the preparation and conduct 
of, and the follow-up to, IMF Executive Board and other key 
meetings. Main duties will include analysis of issues, accurate 
tabulation of views in meetings, and preparation of formal and 
informal records of these discussions. 






























Qualifications: 
Candidates must have a good understanding of macroeconomies 
and issues facing the Fund, as well as a broad interest in 
contemporary international economic issues. A graduate degree in 
economics (or related discipline) is highly desirable, as is previous 
writing and editing experience in this area. Candidates must be 
able, under tight deadlines, to analyze and summarize issues 
precisely and logically, both orally and in writing, Sound judgement 
and diplomatic skills are also essential. A writing test in English is 
part of the selection process. 




















To Apply: 
Candidates meeting the qualifications are invited to apply with an 
IMF application form or a Curriculum Vitae (in English) to the 
address below by March 30, 2001. Please send only one copy and 
make explicit reference to position title and vacancy number. 













International Monetary Fund « Recruitment 
Division, 158-100 » 700 19" Street, N.W. 
Washington, D.C. 20431 e Fax: (202) 623-7333 
E-mail: recruit@imf.org 


Further details about the role and function of 
the IMF are provided on its Web site: 


http-//www.imt.org 
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Ea UNIVERSITY OF TORONTO 
As ; 

Founded in 1827, the University of Toronto is one 
of Canada’s most prestigious institutions. It is now 
an enterprise with some $1 billion. in both revenue 
and construction projects, and will be the largest 
university in Canada and the United States based 
on planned enrollment. U of T is one of the top 
three research organizations in the country. 


The new President has established a vision to 
build U of T into one of the ten top public 
universities in the world. Having returned to 

U of T from MIT, Dr. Birgeneau has set ambitious 
targets including significant fundraising, embarking 
on a major faculty and student recruitment 
program on a global basis and developing the 

U of T’s finance and infrastructure to 
"world-class" levels. 


Reporting to the President, the newly-created 
position of VP Business Affairs will be responsible 
for the management of university-wide financial 
functions, operations and services including 
construction, real estate, technology and 
procurement, as well as investment and 

asset management. 


Far from being a traditional Chief Financial 
Officer/Chief Administrative Officer, the 

VP Business Affairs requires an accomplished 
leader. He/she will be part of a highly collaborative 
team consisting of the President and his five other 
direct reports. In support of the U of T's core 
academic vision, the VP Business Affairs will 
demonstrate a focus on protecting and enhancing 
resources by balancing risk and opportunity, 
extracting value for intellectual capital, and 
enhancing the systems and infrastructure required to 
achieve the vision. The role will also be key in 
contributing to innovation, entrepreneurial 
approaches and the development of teamwork within 
the U of T as well as with partner organizations. 


This role will appeal to an individual who wants to 
be a fundamental part of a significant change 
process in a great academic institution, creating 
the business framework within which the U of T 
will operate, achieving greater efficiencies and 
applying leading-edge tools in finance and 
operations. The VP Business Affairs will exemplify 
a unique combination of strong business 
credentials, an appreciation for the U of T's core 
mission of teaching and research, and a comfort 
with a complex governance and decentralized 
structure which demands a high level of 
transparency. 


Candidates should have a track record of strategic. 
and executional impact in forward-thinking 
organizations which have shown their ability to 
differentiate. While candidates may well have 
“grown up" in the finance function of a leading 
corporation, general management or professional _ 
services experience involving a high degree of 
complexity would be attractive. A reputation for 
success in partnering within a collaborative yet 
independently operating leadership team is critical. 









The University of Toronto is strongly committed to 
diversity within its community. The University 
especially welcomes applications from visible 
minority group members, women, Aboriginal 
persons, persons with disabilities, and others who 
may contribute to further diversification. of ideas. 


To explore this opportunity in confidence, 

please respond by mail, fax (416.361.6118) or 
e-mail (ssatoronto@spencerstuart,com) with a 
detailed resume, referring to project #19786-001. 
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For upcoming projects in ; 
Central European, South-East European and Mediterranean countries as well as in Turkey 
GTZ wants to enforce its pool of experts through 


K Senior Advisors/Consultants speciaises in 


(for long-term and short-term assignements) 


Private Sector Promotion 


providing high-level advice on: * company/cluster restructuring 
* the formulation of SME policies * investment and export promotion 
e the development of sector strategies * business development to individual companies 


* legal economic issues a U a e eee of 
* the promotion/development of regional development * improving competitiveness in the European context 
agencies, business centres, associations and chambers x integration into the international and European 


e designing of business development services for market 
SME's 


Qualifications: EU nationals with proficiency in English and/or French and university degree in the field. Working experience 
in Central European, South-East-European and Mediterranean Countries as well as in Turkey, The ability to work in inter- 
ey teams and excellent communication skills are also essential, Experience in staff training of local expertise is 
required. 

Senior Advisors should in addition have experience in project management of largescale technical assistance 
projects including professional leadership of multinational expert teams, and. high-level liaison with governement 
officials and international organisations. This includes experience as team leader, project director or component 
manager of complex programmes, 





: GTZ (Deutsche Gesellschaft für Technische Zusammenarbeit) GmbH operates globally on behalf of the German 
Government as well as other governments and international donors, assisting and advising on the imple- 

mentation of technical assistance projects in transition and developing countries, i 
” Application: Application: Please send a detailed resume to Carola Faller, Deutsche Gesellschaft für Technische 


Zusammenarbeit (GTZ) GmbH, POBox 5180, D-65726 Eschborn, Germany, Fax +49 6196 797450, e-mail: 
Carola-Kerstin Faller@gtz.de, quoting reference Fa101, 


Vice — Chancellor 


West London Substantial Package = parry 


Exceptional opportunity to lead a flourishing university, with 12,000 fte students and 2,000 UNIVERSITY 
staff, through a dynamic period of change, with enhanced emphasis on research and a WEST LONDON 
forward looking estates strategy. 


















Experience: Qualities: 
* Significant management experience at a strategic level e Academic and entrepreneurial leader, with presence and 
in a major organisation, ideally but not necessarily in intellectual standing. 
higher education. * Ability to define a vision, develop a strategy and inspire 
* Thorough understanding of the principles and the motivation to achieve it. 
organisation of higher education. * Exceptional communicator and ambassador, with an 
* Successful teaching experience and a substantial record international outlook, financial acumen and experience 
in research. of managing change. 


Please reply in confidence, with full career and current salary details, by 28th March, quoting reference DME/3037E 





e-mail: pip.hamilton@odgers.com Odgers Ray & Berndtson, 11 Hanover Square, 
Fax: 020 7529 1004 » www.odgers.com odgers London WIR 9HD © Tel: 020 7529 1043 
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; : INTERNATIONAL FUND FOR 
AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 
Fax: +39 06 5043463, E-Mail: Lmclachlan@ifad.org 


seeks 
Country Portfolio Manager (P-5) 


Duties and Responsibilities: Under the direct supervision of the Director, Africa II 
Division, Programme Management Department, the incumbent will be responsible 
for: 

* Strategic analysis of country-level rural poverty reduction opportunities, policy 
dialogue, and development of stakeholder co-ordination and partnerships. 

+ All phases of the project and programme design and management. 

+ Arrangements for co-financing with co-operating institutions. 

+ Loan and Grant negotiation with borrowing and donor governments. 

+ Preparation of project reports and other documentation for achievement and 
measurement of impact. 

+ Integrated management of country portfolios. 

* Contribution to knowledge management systems in key areas of rural poverty. 

+ Providing leadership in team work; coaching and guiding staff under his/her 
supervision. 

Qualifications and Experience: Advanced university degree in rural development, 
finance, economics or related studies. Professional experience over 10 years within 
the United Nations Common system and/or international development/financial 
institutions, including experience in the areas of design and supervision to rural 
development/financial institutions, including experience in the areas of design of 
and supervision to rural development projects, as well as loan grant preparation. 
Full command of English essential, working knowledge of French an advantage. 
Computer literacy. Commitment to the problems of the rural poor and openness to 
learning combined with creativity and ability to work in a team environment. 
Outstanding communication skills, analytical ability and understanding of socio- 
economic issues and both regional and global trends. 


IFAD reserves the right to appoint a candidate at a level below that advertised. 


Net Salary Range from USD 65 176 to USD 85 985 per annum plus post 
adjustment and United Nations benefits package. 


Please send application to Personnel Division no later than 10 April 2001. 
For more details please visit our web site at www.ifad.org 











Only shortlisted candidates will receive an acknowledgement 
ipplications from women candidates are particularly encouraged. 








International Brief 


Commercial Director relocate to Ireland. 





The role 


e working with the CEO, CTO and external advisors, formulate 
strategies and plans 

e help drive the business towards a position of global 
leadership 


e putin place a business development infrastructure and build 
capability incorporating international sales and marketing 
expertise 


e help direct aggressive organisation expansion, through 
alliances and acquisitions 


e provide business acumen, energy and vision 









ireland, or via e-mail: tom@yeatonassoc.com 
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Commercial Director 





We have been retained to assist in the recruitment of an internationally experienced executive for a recently established, fully 
funded technology organisation. The industry, driven by regulatory, technological and behavioural changes, is poised for 
unprecedented growth. The Commercial Director will play a principal role in developing, positioning and promoting not only the 
technologies involved but also the way in which the organisation delivers services. Plans call for the rapid roll-out and the early 
deployment of differentiated service offerings, globally, with selected partners. The projected speed and scale of this roll-out and 
the organisation's targeted growth are impressive indeed. Although this organisation is based in Dublin, it is not essential that the 








Highly accomplished, ambitious executives who have an interest in this appointment may contact, in confidence, Tom Yeaton at 
+353 1 660 0500 or Career details may be forwarded to him at Yeaton & Associates, 16 Morehampton Road, Donnybrook, Dublin 4, 





‘All Species 
CEO Search 


The goal of the All Species Inventory is to catalog every living 
species on Earth within one generation (25 years). 
















We seek an executive who can lead this major. scientific 
mission in cooperation with organizations around the world. 
This candidate should be a leader with business and fund- 
raising skills, and a builder with experience in the 
international biodiversity policy arena. We seek an excellent 
manager of people, who is able to execute and manage 
partnerships. Duties entail developing and disseminating 
innovative new biosurveying tools and techniques. Gaining 
the respect of working scientists throughout the world is 
critical to the task. A Ph.D. in a related science background is 
ideal, but a great leader or a supremely skilled business person 
with keen science acumen could succeed as well. 
















The All Species Inventory has a world-class scientific advisory 
board, and an aggressive funding schedule under way. 


See www.all-species.org. 


Every once in a while there is a chance to do something grand 
and good — send a human to the moon, or sequence a genome. 
For the right person, making the first inventory of all living 
species on earth is that chance. 


Mm ome om o ne an m me hy a a ae a FY Lk th NP em OY Sh tM DDH ah th om mt $ 


Apply to info@all-species.org 






















Substantial remuneration 
package + share options 








The person 

è outstanding record of achievement, in a dynamic corporate 
setting, at international business development 

e ability to think and act strategically whilst maintaining a 
pragmatic commercial perspective 

@ notable successes in initiating and concluding major sales in 
the US and Europe 


e experienced at nurturing business relationships, and 
establishing long-term partnerships 


@ strong influencing style and executive presence; 
articulate and confident 





















YEATON o? ASSOCIATES 





EXECUTIVE SEARCH & SELECTION 
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eld 
NIVERSITY 
Shrivenham 


The Cranfield Humanitarian Mine Action Unit (CMA) is based at 
Cranfield University, Shrivenham. (www.rmes.cranfield.ac.uk/cma). 


Deputy Director 
Salary c.£40k p.a. plus performance pay 


As the CMA’s chief technical adviser, you will be responsible for 
implementing projects, providing inputs to CMA programmes and 
developing management tools to aid the effective operation of mine 
action programmes. 













With substantial experience of working within the mine action sector 
at both tactical and operational levels, you must be able to show a 
sound understanding of the developmental context of humanitarian 
mine action and the structure of mine action departments within the 
United Nations. Computer literacy will be expected, along with a 
strong linguistic capability, Reference: R/DMSA33. 


Programme Officer (Training) 
Salary ¢.£37k p.a. plus performance pay 


Reporting to the CMA Director, your prime responsibility will be to 
run management training courses at senior and middle management 
levels, both in the UK and abroad in mine-affected countries. 

With experience of working within the mine action sector, you must 
be able to demonstrate a sound understanding of the developmental 
context of humanitarian mine action and the structure of mine action 
departments within the United Nations, Reference: R/DMSA34. 



















Application forms and further details may be obtained from the 
Personnel Department, Cranfield University, RMCS, Swindon, 
Wilts, SN6 8LA. Tel (01793) 785758, quoting the appropriate 
reference. www.cranfield.acuk/admin/personnel/ 

Closing date for receipt of applications: 26 March 2001. 


www.rmes.cranfield.ac.uk 


The Inter-American Development Bank 
the largest regional multilateral development instivition, based in 
Washington, DC, is now reviewing candidates for the positions of: 


ECONOMISTS (2) 


PRINCIPAL FUNCTIONS: a) Lead and participate in interdisciplinar 
working in areas of fiscal reform, budgeting process, revenue financing and 
expenditure, and debr management process at the national and subnational level; 
b) lead and participate in operational missions to carry out the lending program 
of the Division, loans, technical cooperations and non-financial products; c) 
participate in the design and development of strategies, policies and conceptual 
papers on fiscal reform and decentralization; and d) review documents related to 
loans and nonfinancial products. 











REQUIREMENTS: Education: Master's degree in Economics (Ph.D. 
preferred). Experience: A minimum of six (6) years of experience (of which two 
should be at the international level) in budgeting, process, revenue financing and 
expenditure, and debt management at the narional and subnational level; 
knowledge of public financing instruments and local government financing; 
ability to relate fiscal issues to equity and governance, experience working, with 
several Latin American and Caribbean countries with issues of multilateral scope. 
Languages: Proficiency in English and Spanish. 


Interested applicants should send cover letter and resume (in duplicate) 
by March 23, 2001, including salary requirements and a list of three. 
references, to: 

Inter-American Development Bank, Stop E0507 
Code: NA-O1/13-TE 
1300 New York Avenue NW, Washington, DC 20577 USA 


As a reflection of its commitment to its borrowing member countries, the Bank 
may require staff to accept assignments in both country offices and headquarters. 
Only applications which best match the requirements of the position will be 
acknowledged. The TOB encourages gender equality in its hiring practices. 

http: //www.iadb.org 
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= International 
=== Development Ireland Ltd. 









































Consultants and Project Managers 






International Development Ireland Ltd (IDI), one of Europe's 
leading international management services, consultancy and 
training organisations, is seeking to update its register of consultants 
and project managers for business in emerging markets. 














Candidates are required for both short and long term consultancy 
and management assignments and should be proficient in English, 
and ideally, at least one other language. 












Candidates are sought in the following areas: 






* private sector development ~ including economic, regional, small 
business, trade development and foreign investment promotion 


* banking, financial services and micro credit 
* privatisation, re-engineering and restructuring 














* planning and development of industrial parks and free zones 
* tourism development 















IDI is currently a framework contractor for worldwide economic 
development funded by the European Union. 







Interested candidates should register their up-to-date CVs at the 
following web address: 











http://www.idicvdatabase.com 


HEAD OF REGULATORY 
ECONOMICS 


Media & Telecoms Group 


London - c£55k + bonus + generous benefits 


This leading group, with extensive interests in these 
converging sectors, requires an experienced economist and 
regulatory specialist. Reporting to the Director your remit 
will be to assess and advise on major competition issues, 
presenting the results with clear facts, rigorous analysis and 
genuine enthusiasm at executive level within the group and 
externally to regulators and policy makers. 


Your proven skills in this area of regulatory economic 
analysis will have been gained in the communications sector 
or related environments and underpinned by a relevant 
degree. An additional business or accounting qualification 
would be an advantage. This leading edge group supports a 
career enhancement culture and you will be encouraged to 
make a decisive contribution from day one. 


lf you think you can make a difference contact Bob 
Franklin at the address below: Tel: 020 7636 5444; 
e-mail: bob @chartwellsearch.co.uk 


CHARTWELL 


SEARCH & SELECTION 





St. George's House 
14-17 Wells Street 
Londen WIP 3FP 
















Development Afternatives, Ine. 


OPPORTUNITIES IN INFORMATION TECHNOLOGY AND 
COMMUNICATIONS 


DEVELOPMENT ALTERNATIVES, INC. (DAD, a leading international 
consulting firm that provides economic development solutions to businesses and 
governments worldwide, seeks professionals for project-related opportunities in the 
following areas: 


* Legal and Regulatory Specialists to work with governments and businesses in 
creating enabling environments for the growth of telecommunications, 
e-commerce, and information technology products and services, 

* — ‘Trade and Investment Specialists with the proven ability to promote information 
and communication industries. 

* e-Commerce and e-Government Specialists with experience designing and 
implementing activities that improve efficiencies, cost effectiveness, and access 
t0 government services. 

* Small Medium Enterprise Development Specialists with demonstrated 
experience in the creation of start-up information technology and 
communication firms. 

* Banking Information Technology specialists with experience with information 
systems and/or management information systems, including Core Banking 
Systems, Branch Automation, CRM and Call Center, and general IT operations. 

* Public Awareness Specialists with experience designing and implementing 
innovative methods for the diffusion of information and communication 
technologies. 

* Information Technology Specialists with experience in full life cycle systems 
development, commercial software package selection, data analysis, network 
architecture design; project planning/management; and knowledge of current 
technologies such as internet, e-commerce, telecommunications, WAN and 
WAP. 

Ideal candidates will have: advanced academic degrees; prior experience working in 

developing or transitional ecoriomies; and demonstrated success in working with 

bilateral and multilateral donor projects, host country government institutions, and/or 
private sector businesses to expand the adoption of information technology and 
communication products and services. 


` Interested candidates should send resume and cover letter to: DAI, 7250 Woodmont 
Avenue, Suite 200, Bethesda, MD 20814, ATTN: Recruit _IT or fax 301-718-7968 or 
email recruit it@dai.com (No telephone inquiries.) 


INTERNATIONAL 


INSTITUTE FOR 
DEMOCRACY AND 


ELECTORAL 
ABRISTANGE 


International IDEA (The International Institute for Democracy 
and Electoral Assistance) promotes and advances sustainable 
democracy and strives to improve and consolidate electoral 
practices world-wide. International IDEA is an intergovernmental 
organization founded in 1995 and now has 19 member states and 
5 international NGOs as associate members. Independent of 
specific national interests, International IDEA provides a forum 


for interaction and experience sharing among a wide variety of 


global actors involved in democracy promotion. International 
IDEA is based in Stockholm, Sweden, and currently employs 65 
staff from 30 countries. Due to expected growth, applications are 
now sought for the following positions: 


Senior Information Officer 
and 
Human Resources Manager 


Visit our Website: http: //www.idea.ine for the full job details. 
Copies of Vacancy Notices 01/05 and 01/06 may be obtained 
from Ms Kristiansen Telephone +46 8 6983725, Fax +46 8 20 
24 22, applications may be addressed to m.boudard@idea.int or 
IDEA 103 34 Stockholm, Sweden. Deadline 30 March 2001 
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| Recruitment Notice T Recruitment Notice l 
Senior Communications & Social Mobilization Adviser 


Roll Back Malaria (RBM), World Health Organization 
Geneva, Switzerland 








Malaria currently causes more than 300 million episodes of acute iliness and over a million 
deaths each year mostly in Africa, A high proportion of illness episodes are serious and 
treatment costs are high leading to a significant loss of household earnings and low 
productivity. Malaria is a disease of the poor and is a significant impediment to human 
development, 

Launched in October 1998 by WHO, UNDP, UNICEF and the World Bank, the Roll Back 
Malaria global partnership is committed to enabling people to halve the burden they 
experience as a result of malaria by the year 2010. 

WHO has a vital cole to play in this partnership, One of the key outputs to ensuring the long- 
term objective of Roll Back Malaria is to provide effective and appropriate advocacy and 
communication strategies and tools. In order to do this, WHO's RBM Cabinet Project seeks 
a communications and social mobilization expert capable of leading its dynamic 
communications team. 

The successful candidate will develop and deliver a 5 year communications and ‘social, 
mobilization strategy towards its long term goal of halving the burden of malaria by the year 
2010, 


The successful candidate will have 

. Advanced university degree in communications/business science, 

* — Extensive experience in a communications leadership rol 

* Broad range of experience in communications activities ie. strategy development, 
campaigning, public relations, media relations, event management, writing for the 
world-wide web, budgeting and workplans. 

* Experience in working in an international setting and/or a public health field, 
Experience of working in developing countries (strongly desirable), 

¢ — Ability to lead and coordinate a dynamic team and plan work in advance, 

¢ Excellent written command of the English language and good editorial skills. Good 
working knowledge of French (highly desirable) 











Monthly remuneration: P.S Level (approximately USD6,000, tax free plus past adjustment subjecti 
fluctuation). Opportunities exist for extensive travel. : 
Recruitment is for an initial period of 11 months with the possibility of renewal. 
For more detailed information, please visit oer web-site wwwrbm.wheJat, à 
Detailed CV and writing samples (not returned) should be made in writing and sent to Geraldine Farrell, fax 
number 44 22791] 4824 or email farrell @who,int, 
Deadline: 30 March 2001. 

Only those under serious consideration will be contacted. 

WHO is a smoke-free environment, Applications fram women are encouraged. 






















PIEN 
AESA 
Ñ pr yy 


UNOPS 
United Nations Office For Project Services 
SENIOR ADVISORS 


UNOPS was established in 1995 by the General Assembly of the United Nations as 
an instrument of the UN system for high-quality, flexible and cost effective 
management of development projects. 











In keeping with our commitment to provide high quality service to promote 
sustainable development, UNOPS Asia and Pacific Office is expanding its advisory 
task force of Senior Advisors. The services of Senior Advisors include developing, 
reviewing and providing recommendations on implementation strategies, work 
plans, project evaluation, technical reports, terms of reference and policy 
formulation in the following fields of expertise: 











*Micro Finance 
*Natural Resources Management 
*Rural Infrastructure 


*Disaster Management 
*Environment 
*HIV/AIDS 











Contract type: Annual Retainer Consultancy Contract 
Minimum Duration: 30 days a year 
Duty stations: Home base, Kuala Lumpur and in the field (as required) 







Qualifications and experience: 

* — Post graduate degree 

* — At least 15 years related international experience preferably in Asia and the 
Pacific countries 

+ Recognised contribution in the particular field of expertise at international 

level. 









Interested and qualified applicants are invited to send their CVs (including contact 
details of 3 referees) by post or preferably by email to: 


UNOPS Asia Office 
P.O.Box 13673 
SOBIS Kuala Lumpur, Malaysia 
Email: VacanciesKL @ unops.org 
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Council 


For further information 

please contact 

Emily Smith 

Scott Edgar Response 

75 Farringdon Road 

London ECIM 3PH 

Telephone 020 7269 1402 

e-mail 

` britishcouncil@segroup.co.uk 


The British Council is committed 
to a policy of equal opportunity. 


The United Kingdom's 
international organisation 
for educational and 
cultural relations. 


We guarantee an interview ta 
disabled candidates who meet 


the essential criteria, 


Registered in England as a charity. 
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Director, Governance and Society 
Salary and benefits available on application 


Manchester/London with regular overseas travel 


We are looking for an innovative and creative manager to lead the British 
Council’s Governance and Society team during a time of growth and 
considerable opportunity. 


The British Council's work in governance and society advances debate, knowledge 
and skills by providing access to UK and international networks. Our work covers 
the relationships between the state, the private sector, civil society and public 
action which enables social inclusion, equality and sustainable development. 


Our core areas are: human rights and justice; gender equality; diversity and social 
inclusion; participation and democracy; management and economics; finance and 
corporate responsibility. The UK team maintains an up-to-date understanding of 
the key issues in the UK and internationally in order to develop effective 
programmes and mutual partnerships around the world. 


You will manage the UK Governance and Society team, develop sectoral policy and 
provide professional leadership to the British Council's global governance and society 
community. With your colleagues you will develop an effective response to country 
programme needs within an agreed strategic framework. This will require leadership, 
imagination and good organisational skills, both to encourage ownership of governance 
and society activities throughout the British Council and ensure impact for our work. You 
will also be able to identify and develop new opportunities for our work in this field. 


You will have recognised experience in any one of our six core areas plus an 
understanding of and commitment to the implications of human rights-based 
approaches, gender equality and social inclusion/social justice. You should be 
able to demonstrate an understanding of these issues, and their implications for 
our work. 


You will have either extensive overseas experience in related roles or 
substantial experience at a senior policy level in the UK with the ability to apply 
this to overseas contexts. 


Experienced in managing a complex range of tasks and relationships, you will 

have strong strategic planning skills and the ability to build empowered teams. 
You will need knowledge and credibility as a professional and be a recognised 

authority in your field. 


Your skills and behaviour will be as important as your professional background 
and you will work well under pressure and enjoy international work and travel. 


The job is based in Manchester but a significant proportion of UK time is spent 
in London. 


Ref: AW/GS 


Closing date for applications: 29 March 2001. 


__human rights and society _ 
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You're a major player in the securities 
markets worldwide, so when it comes to 
trading, you: know what you need. 
Liquidity. 

A world of buyers and sellers. — ready 
to trade. And when you're trading elec- 
_tronically, you know the place to come 
for global liquidity. 

Instinet. 

-$ o We give you electronic access to some 
_ of the broadest, deepest — most liquid — 
-trading opportunities around the world. 










The bigger the crowd, 
the better the performance. 


Whats more, we don't have our 
own portfolio so we. never compete 
with your: trades or. take a position 
against you, 

Our. only goal is to help you: get the 
fastest trade at the best price — and we 
handle the follow-up automatically. 

All of which can add up. to: better 
performance. 

For information, call our international 
freephone number +800 INSTINET G-800 
4678 4638) or visit www.instinet:com 





a broker Instinet does nor comé between its chens and the best price, Wedo not Commit capital, make iiarh on 
000- Instinet Corporation, all rights reserved. INSTINET and the INSTINET marque are rcgistered sërvice marks ir th 
s throughout the worki, Insine Corporation is member NASD/SIPC, gnd Jnstinet UK Limited is regulated in the 
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AREUTERS Company 


Nothing comes between you 
and the best price.” 


The 


Economist 
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Waking up to equity risk 


E ASK all our readers to observe a one- 

minute silence on March 1oth to mark 
the first anniversary of the Nasdaq peak. 
Over the past year this index, once the bea- 
con of America’s “new economy”, has tum- 
bled by 55%. America’s broadest stockmarket 
index has lost more than 20% of its value. 
Markets around the world are now, on aver- 
age, at least one-fifth below last year’s peak, 
as share prices have also tumbled from Tokyo 
to Frankfurt, Sao Paulo to Seoul. Over the past 
year, around $4 trillion has been wiped off 
the value of American shares alone, a sum 
equivalent to 40% of the country’s Gpp. The 
collapse in share values after the stockmarket 
crash of 1987 was only half as big, at 20% of Gpr. Welcome to 
the global bear market, the grizzliest for a generation. 

Nowadays, falling share prices hurt economies more than 
they used to because stockmarkets are everywhere much big- 
ger not just in absolute terms but also in relation to national 
income. As a result, America’s economy may yet face a reces- 
sion that was not supposed to happen (see pages 75-78). But is 
even more at stake than the course of the business cycle in the 
United States and elsewhere? Might the fall in share prices 
spell the end of the public’s passionate new fondness for eq- 
uities? If so, that would be a more significant change than you 
might suppose. 

The 1990s will be remembered as the start of the Internet 
age, but also the decade when the world—not just America— 
discovered shares. Global stockmarket capitalisation hit $35 
trillion last year, 110% of global Gpr, up from 40% in 1990. 
Stockmarkets used to be seen as the reserve of pinstriped bro- 
kers and their wealthy clients. No longer. Over half of all 
Americans now own shares, twice as many as on the eve of 
the 1987 crash. Share ownership is even higher in Australia, an 
economy which not so long ago was run by trade unions. In 
Germany, where cautious investors used to put their money 
in bonds, one-fifth of adults are now shareholders, twice as 
many as three years ago. Even poor countries, even commu- 
nist ones—China is both—have become crazy for shares. 

Wider share ownership is profoundly important. First and 
foremost, it spreads wealth. In addition, it changes attitudes 
towards economic freedom, by aligning workers’ interests 
more closely with those of companies, so reducing opposition 
to lower business taxes or measures to make markets for 
goods and labour work better. Another aspect of the growing 
equity culture is greater shareholder activism. Continental 
Europe’s new shareholders are putting pressure on managers 
to improve their performance. More than any one technologi- 
cal breakthrough, this cultural change promises to raise pro- 
ductivity and economic growth. (Indeed, it may even be a 
necessary condition for the rapid adoption of disruptive new 
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technologies.) A thriving equity market 
makes it easier for young entrepreneurial 
firms to raise money. And it reduces the de- 
pendence of companies on bank credit—a 
notoriously hazardous and unstable way to 
allocate capital. 

Will the slump in share prices kill this 
emerging equity culture? Plainly, it depends 
on how much worse, if at all, the share-price 
slump gets, and how quickly it is reversed. 
Share prices might recover as swiftly as after 
the crash of 1987. But by many traditional 
yardsticks they remain overvalued. And just 
as stockmarkets overshoot at the top, they of- 
ten undershoot at the bottom. 

Falling share prices have already dented enthusiasm for 
shares in Japan and many emerging markets. But after a 
pause, strong structural forces should continue to support the 
equity culture in the long term. In particular, as state pay-as- 
you-go pension schemes strain under the weight of ageing 
populations, governments around the world are keen to en- 
courage a shift to private pensions. This will fatten the funds 
that invest in equities. After an 11-year bear market in Japan it 
is hardly surprising that less than 10% of households still own 
shares. Here, too, a rapidly ageing population poses a big 
challenge to pension finance. In the short term, on the other 
hand, a severe bear market would make it even harder to pri- 
vatise state-run social-security systems, such as America’s. 


Grrr 


Meanwhile, companies are struggling to cope. The supply of 
fresh equity capital has more or less dried up in America in 
recent months. This has had severe consequences further 
down America’s capitalist food chain, because venture cap- 
italists rely on the “exit route” of an ipo to get their money 
back (ideally multiplied many times over). Entrepreneurs 
with bright ideas are finding it hard to raise funds—a state of 
affairs that could do serious harm to prospects for further in- 
novation. Small individual investors, especially, have lost 
some of their enthusiasm for equities. In America, “day trad- 
ing” over the Internet is not the national pastime it was; these 
days it is regarded more as a mild form of mental illness. Ac- 
tually, that is no bad thing. Small investors need to take a cau- 
tious long-term approach to the stockmarket. 

With luck, the new equity culture will survive, but with 
added wisdom. The popularity of shares ought to reflect the 
underlying profitability of the companies that issue them, not 
delusions of instant riches at no risk. It ought to be guided too 
by something closer to intelligent analysis than the comments 
of one American dotcom analyst this week. Asked to explain 
why his recommended stocks were down 79% since the start 
of last year, he replied: “The market went from saying, ‘We 
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like companies that are growing quickly but are losing a lot of 
money,’ to saying, ‘We want to see earnings.’ It’s very hard to 
predict a 180-degree turn like that.” Enough of a bear market 
to discredit the dispensers of such drivel can only be salutary. 

Ups and downs aside, as long as there is a healthy supply 


of opportunities to make profits, the demand for shares 
should remain strong. If the bear market reminds “experts” 
and amateurs alike that risk and return go together, it will 
have served a useful purpose. And if, having done so, it then 
immediately goes away, that will be even better. 





Very flash, Gordon 


Gordon Brown’s budget has underlined Labour’s strength, 


ahead of Britain’s general election 


Yo can forgive—well, just about—the front bench of La- 
bour’s government for looking so smug as they sat and lis- 
tened to Gordon Brown delivering his final budget before the 
general election. You can even almost forgive the chancellor of 
the exchequer for sounding so insufferably pleased with him- 
self. For this budget merely underlined the fact that, four 
years into its term in office, Labour is in a stronger position 
than anyone in the government can ever have dreamed of. 

Inflation is lower, and more stable, than at any time since 
the early 1960s. Unemployment is higher than it was in those 
days, but is nevertheless at its lowest in 25 years and shows no 
sign of rising. Economic growth remains healthy, and even 
manufacturing exports have fared well despite a strong 
pound. The public finances are in a large surplus, so large that 
Mr Brown could claim (albeit with the chutzpah to ignore the 
effects of inflation) to have repaid more of the national debt 
in one year than all the previous governments did during the 
past 50 years. And so, just ahead of the election, Labour has 
the best of both worlds: it can claim credit for being a prudent 
proprietor over a stable economy, and can still hand out cash 
in tax cuts and new public-spending promises. What’s 
more—oh, joy!—most of that cash went to families and to ex- 
tra spending on health and education. 

It is very likely that, had foot-and-mouth disease not in- 
tervened, Tony Blair would have followed Mr Brown’s budget 
by almost immediately announcing that the election would 
be held on April 5th. But such a move, officially to get the elec- 
tion over with, unofficially to cash in on Labour's 20-point 
poll lead as quickly as possible, would have looked reckless 
while animals burned and people’s movements in rural areas 
were being restricted. So the plan will probably now have 
switched back to the much-speculated-about date of May 
3rd, with the election to be called in the last week of March, as 
long as the farming crisis has abated by then. And, although it 
is always hazardous to make forecasts ahead of the booby- 
trap-filled process of an election campaign, it is safe to say 
that it will be a huge surprise if Labour is not elected by an- 
other comfortable majority. 


The economics and politics of a second term 


That outcome would have been likely almost regardless of 
what Mr Brown said this week, but his measures will have 
plopped a bit more icing on the cake. As the Conservatives’ 
leader, William Hague, showed, this was a hard budget to be 
in opposition against. As usual, Mr Brown could not resist of- 
fering meddling tax changes here, there and everywhere, but 
not enough to provide Mr Hague with any political traction. 
Moreover, no Tory could easily oppose more help for families 
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with children, and the party has already said it would match 
whatever Labour plans to spend on health and education. If 
Mr Hague retains hopes of a miracle, it will not be on the basis 
of Labour’s fiscal stance. But, for whoever is the Tory leader 
for the 2005 election, this budget might well have offered 
some more clues, and quite a lot more hope. 

In terms of its fiscal stance, this budget is expansionary, 
but not recklessly so. On the Treasury’s cautious assumptions, 
the government's net borrowing will swing from a surplus of 
£16.4 billion ($23.8 billion) in the fiscal year just ending to a 
deficit of £11 billion in 2004-05, just before the next election 
but one. That is a big swing, but if the economy proves to be 
more affected by a global slowdown than Mr Brown predicts, 
it might offer a helpful stimulus. Although in a boom this 
could have led the Bank of England to keep interest rates high, 
it is unlikely to make much difference in slacker times. 

Rather than in the pure macroeconomics of the fiscal 
stance, the significance of this budget is likely to lie in its com- 
position. Labour began in 1997 with three years of astonish- 
ingly tight control of public spending which it started, quite 
aggressively, to release last year. This budget has continued 
that trend, with an extra £650m a year for schools and hospi- 
tals. The first term, as Mr Brown might well say, was all about 
stability and competence. As it came to a close, however, the 
emphasis shifted towards public spending, and bringing 
about improvements in the public services. The second term 
will thus have to be all about delivery: about managing to 
spend the money, but also about proving that such spend- 
ing—and such a large role for the state—is worthwhile. 

So if, in its second term, Labour’s economic luck were to 
run out, the option of battening down the hatches again on 
public spending would be hard to take. If anything, the pres- 
sure is going to be for the opposite, namely to buck the old 
trend by following pre-election prudence with post-election 
profligacy, in order to ensure that promises of better public 
services have a chance of being met. If a tightening were to be 
required, taxpayers would have to bear the burden. 

That is all very theoretical. But what is practical is that the 
shift in Labour's spending stance last year, confirmed by this 
budget, has laid down the ideological shape of the next four 
years. Early on, the main political battleground may prove to 
be the euro. But the longer-term war will be about public 
spending: whether education and health care and other ser- 
vices can really be improved substantially by a mixture of 
money and exhortation, or whether deeper changes will be 
needed. Such clarity is not much help if you are a Tory facing 
defeat in a few weeks’ time. But it might at least be a comfort. 
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The Afghan iconoclasts 


The appalling acts of an appalling, and increasingly isolated, regime 


[; IS depressing to observe that the world seems to care more 
about the destruction of two stone statues, which—let’s be 
honest—hardly anyone had ever heard of until ten days ago, 
than about 100,000 refugees who have been starving and 
freezing to death near Herat a few hundred miles away from 
them. But human nature is such, and in ignoring it the Tali- 
ban, the brutal “Islamic students” who rule Afghanistan, ap- 
pear to have shot themselves in both feet. 

By announcing last week that, in the name of Islam, they 
would destroy two monumental Buddhas, dating back to be- 
tween the second and fifth centuries ap, they have drawn 
more worldwide attention than have the regular massacres of 
their enemies, their appalling maltreatment of women and 
the savage punishments they mete out to petty criminals. He- 
rat’s refugees have been virtually ignored in comparison. And 
the fury has not been confined to the West: Islamic countries, 
including Pakistan, the Taliban’s main ally, have joined in. 
They fear that iconoclasm on this scale—the larger of the two 
statues at Bamiyan is the tallest standing Buddha in the 
world—will discredit Islam in general, just as Hinduism has 
been tarnished by the destruction of the mosque at Ayodhya 
in the Indian state of Uttar Pradesh in 1992. 

Some reports say that anti-aircraft fire has been turned 
against the statues. But Bamiyan is one of the world’s most in- 
accessible places, particularly so since it became a battlefield 
in the war of attrition between the Taliban and the Northern 
Alliance that resists them from the small part of the country it 
still controls. So it is hard to know how badly the Buddhas are 
damaged. What is even more mysterious is why the Taliban 
have decided to pick a fight just now. Perhaps they just want 
to show that they are again firmly in control of Bamiyan, 
which they briefly lost earlier this year. It is more likely, 
though, that the statues are victims of the Taliban’s rage at 
failing in their bid to win international acceptance. 

A few months ago, the Taliban had seemed to be on an 


Israel's odd couple 


Can Ariel Sharon and Shimon Peres restore Israelis’ sense of personal security? 


CRUPULOUS democracy is Israel’s beacon in a bleak 

authoritarian desert. The results of all that voting are fre- 
quently bizarre: rotating prime ministerships, angry shoals of 
political minnows, mix-and-match coalitions that turn out to 
be unmanageable. But the latest government under Ariel 
Sharon, sworn in this week, is one of the oddest of the lot. 

The vast collection of 26 incompatible ministers, with a 
dozen or so deputies, is held gingerly together by two old 
men, Mr Sharon, 73, and Shimon Peres, 77 (see page 49). The 
two share a historic past: they were both derring-do protégés 
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upswing. The Northern Alliance had been driven back to a 
mere toehold, and the view was increasingly heard that the 
West would soon have to accept that the Taliban were there 
to stay. There was talk of deals to drive pipelines through their 
territory from the Caspian Sea to the Indian Ocean. French of- 
ficials, doubtless scenting contracts, started talks with the 
mullahs, arousing speculation that diplomatic recognition 
would eventually follow. The Taliban were also doing their bit 
to woo their many critics in the West, by cracking down on 
the cultivation of opium. 


The wages of terror 


Last October all that changed. A bomb attack on the uss Cole 
in Yemen left 17 Americans dead. The Americans are con- 
vinced that this, like the bombing of two of their African em- 
bassies in 1998, was the work of Osama bin Laden, a Saudi 
terrorist based in Afghanistan, which refuses to hand him 
over for trial. Instead of firing salvoes of missiles, as it ineffec- 
tually did in 1998, America opted to tighten the diplomatic 
and economic noose on Afghanistan. Mr bin Laden, and the 
Taliban, have infuriated Russia by helping the rebels in 
Chechnya and stirring up trouble in ex-Soviet Central Asia. 
They have annoyed the Chinese by opening similar links to 
Muslim separatists in China’s western province of Xinjiang. 
America easily won Security Council approval last December 
for new sanctions severing Afghanistan’s international air 
links and closing its embassies abroad, including the office it 
had maintained in New York to talk to the uN. 

Damaging in their own right, these measures also signal 
the end of any hope the Taliban may have of normalising 
their relations with the outside world. The America-Russia- 
China coalition is now turning its weight towards supporting 
the Northern Alliance. By lashing out against the statues, and 
ignoring the entreaties of almost the entire world, the Taliban 
are revealing just how badly they have been hurt. 





of Ben-Gurion in Israel’s early years, the one a soldier, the 
other a civilian. They now find themselves, largely by acci- 
dent since both had been written off as party leaders, at the 
head of their respective right-wing and left-of-centre group- 
ings. Mr Peres’s job as foreign minister understates his impor- 
tance. It was his eloquence, weighed against the scruples of 
conscience-bearing peaceniks, that persuaded most Labour 
members to support a national-unity government led by the 
veteran hawk who provoked the current Palestinian upris- 
ing—and which includes at least two members whose views 
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break the far-right barrier of acceptability. 

The government's “national unity” is born of an acknowl- 
edged national crisis. But there is no unity, in Israel or in its 
new government, on anything—except for a desire for secu- 
rity. Certainly, there is no unity on what a lasting peace with 
the Palestinians should be. The seven-year Oslo peace pro- 
cess is dead, and no one has plans for replacing it with a simi- 
larly long-term scheme. Instead, the Israelis, who almost 
unanimously blame Yasser Arafat for their troubles, face an 
embittered Palestinian population that feels itself still under 
occupation and sees no alternative but to fight for its rights. 
Mr Sharon won on a promise to give Israelis back their sense 
of security, to free them from the fear of Palestinian violence. 
And this is an aim that the government, disunited on every- 
thing else, will find it fairly easy to unite behind. 

But regaining a freedom from fear will be much harder, 
certainly if repression is the favoured policy. Israel already 
stands accused of using excessive force against the Palestin- 
ians. And Mr Sharon’s reputation for ruthlessness goes before 
him, which means that the world is watching him. Few there- 
fore expect him to return to the calculated brutality with 
which, in his younger years, he responded to trouble. 

Even so, his response to violence will be, at the least, atten- 
tion-grabbing: he likes to try to finish things off, once and for 
all. Moreover, he is committed to pursue and punish Palestin- 
ian militancy. At the same time, he has promised to ease the 
harsh collective punishment of the rest of the population. The 
closed frontiers, road-blocks and no-go barriers of bulldozed 
land that seal, or attempt to seal, Israel and its far-flung settle- 
ments from the threat of terrorism have shut Palestinians into 
their towns and villages without jobs for themselves or mar- 
kets for their produce. Yet the seal is not hermetic: the law- 
abiding may not be able to reach their doctors but the sui- 


An idea for Mr Bush 








George Bush has the power to turn his backyard, Washington, DC, 
into a national showcase for school vouchers. He should use it 


Pone the practitioners so often say, is about compro- 
mise. There is no point, pragmatists insist through clouds 
of cigar smoke, in letting the best be the enemy of the good. 
Such noises, as understandable as they are disappointing, 
have been coming from George Bush about education. 

School vouchers, which give parents the chance to choose 
where to spend their education money, will apparently have 
to be dropped from federal education reforms, in order to 
force through other improvements. That compromise, which 
would deprive poor parents of what looks like the best way to 
shake up America’s lacklustre schools, is probably being ac- 
cepted far too quickly, even on “pragmatic” grounds. But, 
even if Mr Bush gives in, there is still room for him to push 
through a smaller but eminently achievable reform—intro- 
ducing vouchers in the District of Columbia. 

Begin with the overall fudge. America’s high schools, by 
most international standards, deliver terribly poor results. 
During the campaign, Mr Bush promised structural change, 
forcing teachers and schools to be more accountable. True to 
his word, his very first legislative proposal was to do with 


18 


cide-bombers may slip through to Israel’s city centres. 

If he is to keep his promise, Mr Sharon should lose no time 
in reconsidering the effectiveness, and the collateral damage, 
of the emergency arrangements that Colin Powell, America’s 
secretary of state, last week denounced as Israel’s “siege” of 
the territories. With the Palestinian Authority fast running out 
of money—wn officials talk of a financial collapse within the 
month—Mr Powell pointed to another sharp injustice: Israel 
is sitting on $50m in Palestinian tax revenues that it has col- 
lected. It should release those, at once. 


Give, take and talk 


The inevitable step, sooner or later, has to be negotiation of 
some kind. But Mr Sharon counts members of Mr Arafat's 
own security forces among those he is fighting. And he has 
stressed, to general Israeli enthusiasm, that he will not negoti- 
ate even holding measures until the Palestinian leader pub- 
licly exhorts his people to call off the uprising. Mr Arafat, 
knowing how unpopular, and damaging to his own position, 
the response to such an unadorned exhortation would be, 
wants first to see the outlines of any possible measures. 

It is partly a question of timing. The offer, though limited, 
could contain mild attractions: for instance, Palestinian state- 
hood, which Mr Arafat once used as a threat, now holds no 
terrors for most Israelis, so long as the state is constrained in 
shape and function. Although the Palestinians officially reject 
any temporary agreement, striking a modest deal is not in- 
conceivable. But if the new government concentrates exclu- 
sively on ending the violence through repression, the uprising 
will take longer to end, and will cost much blood. The hope 
must be that Mr Peres, the junior of the two old men in the 
coalition, is not there as a figleaf to mask Mr Sharon’s hardline 
instincts, but as a friendly adviser, and one to be listened to. 








education, introducing more testing, more penalties for poor 
performance and, yes, a limited voucher plan. 

Vouchers are not a magic bullet for America’s schools. But 
the evidence from places like Milwaukee and Cleveland sug- 
gests they do help performance, and they do so not by de- 
stroying public schools, as the anti-voucher forces claim, but 
by forcing public schools to improve their performance. 
Ford’s cars benefit from having Toyota as a competitor; Har- 
vard’s standards have not been lowered by the existence of 
Yale. If choice works for America’s splendid universities, why 
not try it on those dreadful high schools? 

The two main reasons offered are realpolitik and federal- 
ism. Democrats will probably support Mr Bush’s plan, if he 
drops the bit that annoys the teachers’ unions most; also, the 
federal government only contributes about 7% of the educa- 
tion budget, so most of the action happens at state level. Both 
are fair points. But there are still good reasons for wishing Mr 
Bush would put up more of a fight. Many Democratic constit- 
uencies—including poor blacks—seem keen on school choice. 
There is also surely room to use the bully pulpit of the presi- 
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dency to trumpet the advantages of vouchers for individual 
states. And in one particular case—the District of Colum- 
bia~Mr Bush has no excuse for inaction. 


Educating Washington 


Washington, pc, is the epitome of what Mr Bush has himself 
called “the soft bigotry of low expectations”. The most recent 
test figures (for 1998) show that 72% of pc’s ten-year-olds read 
“below basic’—ie, they cannot read with understanding. This 
is a school district that deliberately starves its few good 
schools of resources in case they “suck talent” from the rest, 
and that cannot get rid of poor teachers even if it wants to. 
According to the new boss of the city’s Board of Education, 
roughly half of the district’s teachers are unqualified or in- 
competent. Unsurprisingly, poor local parents support using 
federal money to send their children to private and parochial 
schools. A third of eligible parents applied for private scholar- 
ships to send their children to fee-paying schools—even 
though it meant putting in up to $1,000 of their own. 

Doing something about this involves a single phone call. 


The district is an administrative fief of the (currently Republi- 
can) Congress. In 1997 a cross-party quartet, led by Dick Ar- 
mey, a Republican congressman, and Joe Lieberman, a 
Democratic senator, introduced a bill which would have al- 
lowed almost 2,000 of the city’s poorest children to attend 
private or parochial schools. It passed both the House and the 
Senate but was vetoed by President Clinton. Mr Bush should 
tell Mr Armey that he would sign a similar one. 

Such a bill should delight even the most pragmatic Repub- 
lican. What could be more compassionately conservative 
than fixing a school system where 80% of the pupils are black? 
And what could be more embarrassing to Democrats than 
having to explain why they send their own children to fancy 
private schools while denying poor blacks similar choices? 
Few people notice the excellent results being achieved in Mil- 
waukee and Cleveland. But if Mr Bush creates a voucher pro- 
gramme in Washington, pc, the whole world will know. 

There are few occasions when political self-interest and 
enlightened policymaking coincide quite so neatly. President 
Bush should get on the phone to Mr Armey immediately. 
nll 





Fixing America’s airlines 


Air travel in America is in crisis. The answer is not re-regulation 


F YOU are reading this in mid-air over America and the 

cabin starts to tilt down suddenly, don’t be surprised: you 
are just experiencing an “unstabilised approach”. This is pi- 
lot-speak for when an aircraft has to swoop swiftly down to 
land, because a normal, unhurried (and inherently safer) de- 
scent would mean missing a scarce landing slot. At least one 
leading American airline has noticed a 30% rise in such land- 
ings during the past six months, mostly over California, as 
America’s skies become more crowded and its creaking air- 
traffic-control system fails to cope. 

Delays and frustration caused by air-traffic problems, air- 
line incompetence or bolshie pilots have hit not just the road 
warriors of business but the millions of ordinary people visit- 
ing relatives or flying to enjoy a spot of winter sun. Congress- 
men are surfing this wave of dissatisfaction. Their dema- 
gogue’s response is to call for re-regulation of an industry 
which led the world in liberalisation over 20 years ago. 

The first thing to understand about improving air travel in 
America is that moving back towards the old regulated cartel, 
with flights, frequencies and fares set by bureaucrats, is not 
the answer. Aviation in America is a victim of its own success. 
At deregulation in 1978, there were 250m passengers a year; by 
last year that had nearly tripled to 670m, and the average fare 
was 40% lower in real terms. According to Leo Mullin, chief 
executive of Delta Airlines, the industry’s problem is 
“crowds”, Yet moaning about having too many customers is a 
long way short of an adequate response. Some fundamental 
problems in the structure of the industry itself need to be 
< tackled to make liberalisation work properly. 

The leading airlines are clear what the answer is: consoli- 
: dation from six main carriers to three or four. United Airlines 
-wants to take over us Airways while American Airlines wants 
to absorb bankrupt twa and the bits of us Airways that Un- 
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ited does not want. This would create two giants sharing half 
the market. There would then be great pressure on Delta to _ 
merge with Continental so that three mega-carriers would 
dominate the market, with other airlines miles behind. 

The big carriers claim that consolidation would provide a 
smoother nationwide service. But a study by a congressional 
watchdog has found that there would be a clear reduction of 
competition on 657 routes, 13% of the total. That might not 
sound much, but United and us Airways between them al- - 
ready have more than half the market on 20% of the busiest 
routes. So, before the authorities approve any mergers, they 
should address barriers to competition and efficiency. 


Push that tin 


To manage today’s crowded skies more effectively, air-traffic 
control should be privatised or at least made an independent, 
performance-driven agency rather than a part of the Depart- 
ment of Transportation, which is where it sits today in the 
Federal Aviation Authority (Fa). Decisions on new invest- - 
ment could then be taken faster and more logically, and it- 
would be easier to raise the necessary capital. Regulatory 
oversight on matters of safety would remain the proper con- 
cern of the FAA. 

Next, America’s municipally owned airports should be 
turned into private concerns. They would probably remain 
local monopolies, but their dealings could then be subject to 
antitrust scrutiny. As our aviation survey in this issue ex- 
plains, dominant airlines are able to shut out new entrants at 
their main hub airports by using their influence to stop ex- 
pansion and by signing long, exclusive gate leases. These 
would be illegal if the airports were not municipally owned. 

The simplest boost to competition would be to scrap the 
ancient law which forbids foreigners to own an American air- 
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line or to- pick up passengers and fly them around the coun- 
try. America forces “open skies” deals on many countries, 
while keeping its home market, which accounts for over a 
third of world air travel, tightly closed. Among other Ameri- 
can industries, only shipping enjoys such protection. 

The merging airlines advocate the benefits of larger net- 
works offering smoother transfer through hubs. They would, 
wouldn’t they. Theoretically, other things equal, they are 
right: the larger the network the better, for both producer and 
consumer. But in the real world American travellers have seen 
the chaos caused by labour rows at three of the top six air- 
lines in the past two years, and worry that fewer, bigger air- 











lines would lead to bigger screw-ups. ; 
In other network industries, such as telecoms, the big 
companies are “common carriers” obliged to offer access to 
competitors who can buy capacity on the network, and sell it 
on to consumers. The only way that happens in airlines is 
through old-fashioned bucket shops or their online Internet 
equivalents. The airlines dominate the former (choosing 
when to offload spare seats) and are seeking to rule the web- 
sites too. Instead they should be obliged to throw open their 
cabins, row by row, seat by seat to independent web retailers. 
That is the sort of regulation which boosts competition, not 
the kind that stifles it. 
m 





The Swiss say no 


In rejecting membership of the European Union, the Swiss have shown that 
political qualms can count for more than marginal economic arguments 


S TEA is a paradox. Here is a small country sur- 
rounded by members of the European Union. Its citizens 
speak three main languages, none of them (at least as written) 
specifically Swiss. Of its 7m people, one-fifth come from out- 
side. It lives off cross-border commerce, selling chemicals, 
machinery and precision instruments to the world, welcom- 
ing tourists and bank depositors from it. Swiss companies in- 
clude such giant multinationals as Nestlé, Ciba-Geigy and 
ABB, itself born of a big cross-border merger. Many interna- 
tional bodies are headquartered in Switzerland: the Red 
Cross, sports bodies, bits of the United Nations. Yet the Swiss, 
traditionally neutral in war, have kept out of even the main 
peaceable cross-frontier organisations as well. They belong to 
the International Monetary Fund and the World Trade Orga- 
nisation, for instance, but not yet to the un. That may change 
after a referendum in 2002. But as for the far more restrictive 
bonds of the £u, no way: on Sunday, in a referendum calling 
for an immediate start to negotiations on Eu membership, al- 
most 77% of those who voted said no. 

The call for a vote at all came only from dedicated Swiss 
Europhiles. The government and most politicians were 
against it, and so even were businessmen, essentially because 
they did not want a referendum which they knew would be 
lost. The government has been planning to start talks on 
membership at some (steadily receding) date from 2004, and 
wanted time to prepare Swiss institutions and practices— and, 
above all, public opinion. A premature vote could only hurt 
its plans, and has. Even the Europhiles did not really expect to 
win. But they did want to keep the issue on the front-burner. 
In the event, they were not just beaten but smashed, and the 
issue is off the stove itself. 

Why? Why defy what look like solid economic arguments 
for getting inside the eu? After all, Switzerland already enjoys 
trade with the eu that is more or less free. The Swiss voted 
only last year in favour of a package of deals with the £u on 
various quite weighty matters. Over 70% of their trade is with 
BU countries, nearly all of them ones that will soon be using 
its new currency, the euro. Would it not be better to be on the 
inside of such a grouping, able to influence its decisions, 
rather than haggle with it, a small economic power with a 
huge one, from outside? And, equally, inside the euro-zone, 
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and the European Central Bank? One could well think so. 

One could, but the Swiss did not. There were short-term, 
immediate reasons, but the basic one is centuries old: the 
Swiss have forged and fought for their identity and indepen- 
dence since 1291, and they do not want to give it up. Not for 
nothing is their national myth-figure William Tell, a man who 
preferred to risk his son’s life rather than accept foreign rule. 

In any event, today’s Swiss reckon that the economic case 
is less than compelling. They need free trade, but they can get 
it without being members of the Eu, as the past 45 prosperous 
years have shown. They have no voice in Brussels, but they 
reckon they have not suffered unduly by bargaining from the 
outside. As for the euro, of course it is convenient to share a 
currency with your customers, but the Swiss have traded in 
umpteen foreign currencies since the gold standard. They can 
survive next-door to but outside the euro-zone, with no voice 
in its central bank, just as they have next-door to Germany's 
p-mark and with no voice in its Bundesbank: under pressure 
from a mighty currency, but still with some freedom to man- 
age their own. In sum, they have most of the economic bene- 
fits of EU membership already, but none of the formal politi- 
cal constraints. The economic gains of joining would, at best, 
be modest; the psychological loss could be great. 


The fact of independent-mindedness 


The story does not stop at Switzerland. Canada has lived for 

160 years next to a far larger economy, with a different cur- 

rency. Possibly Canadians would be richer if they were all 

Americans. Certainly they would carry more weight in Wash- 

ington: think, for comparison, of California. Yet they prefer to 

be what they are, just as Irish republicans chose to cut loose 

from Britain in the 1920s, or as Norwegians voted against EU 

membership in 1994. And as most Britons, for similar reasons, 

would vote against euro membership today. The risks for Brit- 

ain may be greater: it depends more than Switzerland does on 

foreign investors, and they might prefer to set up inside the 

euro-zone. But it is no good denouncing national feelings as 
mere tribalism. Such feelings may seem old-fashioned to: 
some. But if people or nations feel that way, so be it. There is 

little evidence that most of them suffer thereby. 
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Enter the dragon 


BEIJING 


This is the first of a two-part series about China’s rise, and its implications for 
the region and beyond. This week, we take a look at the mainland’s economy, 
which is about to undergo some wrenching changes. Next week, we look at 
what China’s rising power means for regional security 


A“ what has been the most stunning 
economic event of the past century, and 
many people might cite the case of China in 
the two decades since it opened up. In that 
time the economy has grown more than 
fivefold, incomes have quadrupled, and 
270m Chinese have been lifted out of abso- 
lute poverty. Yet with a couple more decades’ 
hindsight, that achievement might be super- 
seded—by what may now be about to hap- 
pen in the world’s most populous country. 

Much of China’s growth up to now has 
been merely of a catch-up kind, as animal 
spirits were unleashed after agricultural 
communes were disbanded and restrictions 
on travel and informal enterprise were lifted. 
The government, in other words, did not 
have to do much except stand back. And for 
all the growth in the country’s exports as 
China became a manufacturing colossus, 
only in 1993 did China’s share of world trade 
reach its pre-1939 peak. Today, average in- 
come is a mere $950 a head, and the dispari- 
ties in wealth are huge. China is still a poor 
country, in places abjectly so. 
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The coming two decades, on the other 
hand, offer the possibility of an even more 
extraordinary pace of economic change. 
These could be the decades when China 
truly joins the world, and when the crushing 
legacy of a socialist economy is swept away. 
China certainly has the potential, over this 
period, to become the second-largest econ- 
omy in the world. Of course, that would not 
mean that all Chinese would grow rich. But 
China no doubt has the means to attain 
“middle income” status—putting the pros- 
perity of its people, currently 1.3 billion souls, 
not far from South Korea or Portugal today. 
That would be an extraordinary feat for so 
large a population in so shorta time. The geo- 
political effects would also be immense. 


Anew taste for reform 


This is the moment tocontemplate such a fu- 
ture, because over the past year or so (and 
after seven years of falling growth) China’s 
rulers have shown a determination to tackle 
the thorniest issues in the economy that they 
have never shown before. The most obvious 


symbols of that determination are the prom- 
ises that were made, and the steps now being 
taken, to ensure that China is brought into 
the world trading system. Nearly all the 
agreements are in place for China tojoin the 
World Trade Organisation (wro) this year, 
after 15 years of trying. Over the next five 
years the country will slash tariff and 
non-tariff barriers, as well as open up sec- 
tors of the economy that have long been 
off-limits to foreigners, such as banking, 
telecoms and distribution. China prom- 
ises to protect foreign intellectual prop- 
erty, and get rid of a raft of local-content 
requirements that have hobbled foreign 
manufacturers. 

But wro membership is just the first 
of the reform initiatives. The central gov- 
ernment has declared war on most parts of 

the socialist economy, all the time insisting 

it is sticking to “the socialist road”. It is bent 
on separating business from government, by 
getting rid of many smaller state enterprises 
and corporatising others. It wants to develop 
financial markets that bypass a decrepit 
state banking system and award capital to 
the deserving. It is building a national infra- 
structure of roads, railways and fibre-optic 
lines that promise for the first time in history 
to tie up the disparate parts of the Chinese 
empire, creating something like a unified 
economy. 

The government is also encouraging new 
sources of domestic demand by privatising 
socialist housing (in the biggest cities, two- 
fifths of residents now own their own 
homes). It is trying to develop a clear and ef- 
fective tax system, using information tech- 
nology, it hopes, to monitor and crack down 
on local-government corruption. And it is 
attempting to patch together a set of social- 
welfare initiatives to catch the 5m-odd peo- 
ple being thrown out of work each year by 
state enterprises, as well as to provide pen- 
sions for an ageing population. Most of these 
ventures are politically fraught, and not for 
the faint-hearted. In his annual report to the 
National People’s Congress this week, the 
prime minister, Zhu Rongji, promised more, 
not less, pain as reforms are redoubled: shut- 
ting down more loss-making enterprises, for 
instance, and selling others. 

If the government makes good on all its 
promises, what assumptions can one make 
about future growth? First, note that as- 
sumptions are rosier if the government's 
own figures are used. Official growth statis- 
tics have long been exaggerated, for a num- 
ber of reasons. For one, local officials cook 
the books to make their region look good. For 
another, China still produces goods that pile 
upas inventories and are never sold. Yet their 
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production gets added to Gpp, when it 
should be subtracted. The problem is that no 
one knows by quite how much official Gpr is 
overstated. Last year’s announced growth of 
8% was perhaps one or two percentage 
points too high. At least the trend in Gp» is 
fairly reliable, and at least the government is 
trying hard to improve the quality of its data. 
Over time, the figures should get more be- 
lievable, not less. 

Andy Xie, an economist at Morgan Stan- 
ley in Hong Kong, reckons that if China sticks 
to its wro commitments and, in effect, 
moves to a market-based economy by 2005, 
it will grow at 7% a year till 2005, then at 9% 
during 2006-15, as it reaps the benefits of re- 
structuring, before slowing a bit thereafter. If 
so, by 2020, China’s economy would have 
grown to $10 trillion in 2000 dollars, making 
it the size of America’s economy today. 
Income per head will be $6,700. If 
China were to conform to global 
norms more quickly than the 
wto framework demands— 
perhaps as a result of foreign 
pressure and trade tensions, 
or of domestic pressure to 
speed change along—then 
it would grow by 10%a year 
between 2006 and 2015, 
passing the $10 trillion 
mark by 2015. And if 
China’s reforms run into the 
sand? More of that later. 


A giant sucking sound 


One of the immediate conse- 
quences of impending wro mem- 
bership is a swift increase in commit- 
ments of foreign direct investment (Fp1): 
last year, committed Fp1 rose by over a third. 
Already, though, China’s stock of Fpi, at $350 
billion, and growing by over $40 billion a 
year, is massive. It is the world’s third-largest, 
behind America ($1. trillion) and Britain 
($394 billion), and way ahead of countries 
like Brazil and Mexico that opened their 
markets much earlier than China. The main- 
land now accounts for about one-third of 
emerging markets’ total stock of Fp1, accord- 
ing to Nicholas Lardy of the Brookings Insti- 
tution in Washington. Nearly four-fifths of 
all FDI going to South-East and East Asia, not 
counting Japan, is sucked up by China—and 
to its neighbours’ growing alarm. 
Traditionally, the bulk of rp1 to China 
has gone into its export industries. Foreign 
trade has grown from almost nothing in the 
late 1970s to $475 billion last year, far faster 
than the growth in world trade as a whole 
(see chart). And foreign-invested firms have 
grown to account for half of all exports from 
China. Foreign investment has helped make 
China a formidable export machine. The 
country will no doubt continue to be one, 
thanks to a near-limitless pool of extraordi- 
narily cheap labour, including a large and 
growing supply of educated graduates. 
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Mainland computer engineers earn about 
one-tenth as much as their Taiwanese coun- 
terparts, and they are almost as good. 
China’s manufacturing is getting more 
sophisticated and employing more capital. 
Mr Xie argues that even as it moves up the 
manufacturing chain (eg, to semiconductors 
and to information-technology hardware, 
of which it is the world’s third-biggest pro- 
ducer), China will not lose its advantages in 
cheap, labour-intensive areas such as toys, 
textiles and shoes. Without China’s cost 
structures—that is, its economies of scale 
and its low standard of living—other export- 
ers in the region, from Indonesia to South 
Korea, will have trouble staying in business: 
China can just about out-export them all. 
This realisation comes as a profound 












shock to China’s neighbours, most of whom 
have built a development strategy over the 
past few decades around export-led growth. 
It will soon come as a shock outside the re- 
gion: to exporters in India, for instance, and 
Mexico, who thought themselves far re- 
moved from the Chinese threat. Indeed, 
Mexico has been very reluctant to sign up to 
China’s entry to the wo, and has been the 
final country to do so. 

On the face of it, China’s seems to be an 
export-driven economy, too. After all, an- 
nual exports are equivalent to at least 23% of 
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Gpp, making China the world’s ninth-largest 
exporter. Even so, the brute figures conceal 
how imperfectly China’s export sector is tied 
to its hinterland. Firms wholly or partly 
owned by foreigners account for about one- 
half of China’s imports as well as its exports. 
Much export manufacturing, in other words, 
consists of processing industries that ship in 
components, bolt them together and ship 
them out again, often through Hong Kong. 
The foreign-dominated export sector, espe- 
cially in China’s handful of “special econ- 
omic zones”, should be thought of as an en- 
clave, a giant version of the maquiladoras 
on the Mexican border with the United 
States. China, says Mr Lardy, is only shal- 
lowly integrated with the world economy. 
Segregration carries costs. The technol- 
ogy and the management skills that foreign 
investment typically brings with it are not 
easily adopted by domestic firms. 
Meanwhile, economic growth is sti- 
fled within China by the domi- 
nance, in many sectors, of the 
state, by barriers to trade and 
local protectionism, and by 
the absence of proper capital 
markets. For Zhu Rongji and 
other reformers, wTo entry 
isimportant for its domestic 
consequences. Certainly, 
with its ability to export, 
China is a clear net benefi- 
ciary of the globalisation of 
trade. More important, though, 
is the fact that wro membership 
| willspurcompetition at home, act- 
s? ing as a rod to beat back the baneful 
‘influence of the state. 


Goodbye, hermit China 

The “price” that China pays for this is to al- 
low foreigners in. It is the potential scale of 
China’s domestic market, after its entry to 
the wto, that most appeals to foreign multi- 
nationals. After decades, or rather centuries, 
of foreigners’ dashed dreams about the 
money to be made from adding an inch to 
every Chinaman’s shirt-tail, the promise 
that China has long held out may be about to 
be matched by reality. 

Already, in unprotected sectors of the 
mainland economy, multinationals are a 
dominant force. Between them, McDonald’s 
and Kentucky Fried Chicken have almost 
700 branches. Kodak has half of the market 
for film and photographic paper, with Fuji 
holding most of the rest. Procter & Gamble is 
the biggest seller of shampoo, while foreign 
manufacturers, led by Motorola, Ericsson 
and Nokia, have 95% of the market for mo- 
bile phones, the world’s biggest market in 
terms of handset sales. Coca-Cola says that 
China is about to become its biggest Asian 
market. Some estimates put foreign involve- 
ment at about one-tenth of the whole econ- 
omy. With wro membership, the propor- 
tion could easily double. 


THE ECONOMIST MARCH 10TH 2001 


aa 
arton 7 { SINGAPORE 
X MANAGEMENT 
The Wharton School UNIVERSITY 


University of Pennsylvania 


Asia's newest university, The Singapore Management University, Direct enquiries and applications to 
provides cutting-edge executive education. Together with the 

Wharton School of the University of Pennsylvania, America’s top-ranking Ms Kuo Pey Juan 

business school, SMU offers valuable expertise and relevant education Singapore Management University 

for the challenges of this information age. 47 Scotts Road 

#06-00, Goldbell Towers 

Wharton-SMU Executive Series singapore 24822 

(1) Managing Strategic Alliances 29 April — 4 May 2001 Tel: (65) 822 0360 

Fax: (65) 836 3486 

(2) Investment Management Program 27 May — | June 2001 Email: pjkuo@smu.edu.sg 


Web: www.smu.edu.sg 
(3) General Management Program 15 July — 27 July 2001 


GLOBAL LEADERS 
VISIONARY ENTREPRENEURS 











CHINA’S ECONOMIC POWER 


Yet China is not yet integrated into the 
world trading system, and it is no better inte- 
grated domestically. Think of China’s poten- 
tial not so much as an international trading 
economy, but as a vast “continental” one: a 
proto-America, as it were. Just as America’s 
growth in the 19th century took off with the 
building of the railways and of a national fi- 
nancial system, so China hopes to unify its 
hitherto fragmented, disjointed economy. 
Until recently, it took less time to ship a con- 
tainer from Shanghai to Seattle than from 
Shanghai to the inland city of Chongqing, 
1,000 or so miles up the Yangzi river. 

Just a dozen years ago, China had no 
highway system linking its provinces; now it 
has over 12,000km (7,500 miles) of such high- 
ways. The number of passenger flights has 
trebled in the past decade. There were 36m 
new subscribers for fixed-line telephones in 
2000 alone, and 42m new mobile subscrib- 
ers: fixed-line penetration, at 17% of house- 
holds, grew 30-fold during the 1990s. Internet 
use, though still tiny, is more than doubling 
every year. China is integrating fast, and in- 
formation technology is helping. 

Financial integration also holds great 
promise. Until recently, the big four banks 
were captive lenders to state-owned enter- 
prises. The state’s share of the economy has 
fallen—to below half, according to some cal- 
culations—yet state-owned industries still 
control more than 70% of all fixed assets and 
80% of all working capital in manufacturing, 
according to Mr Lardy of the Brookings Insti- 
tution. The corollary is that private enterprise 
is stifled. 

The government has bold plans to de- 
velop equity markets and to clean up the 
state banks. Already, debt-equity swaps 
have taken some 1.4 trillion yuan ($150 bil- 
lion) of dud loans off the books of the banks, 
which have been ordered to lend in future 
only on merit. Equity markets have assumed 
a growing role in providing finance: 620 bil- 
lion yuan last year, compared with 440 bil- 
lion in 1999. The foreign portion of that grew 
nearly sevenfold, to 180 billion yuan. Share- 
holder discipline, at least in theory, should 
shape up management. Certainly, the flo- 
tations of some of the biggest Chinese 
companies that have recently come to 
market—Petrochina, China Mobile— 
were preceded by giant restructurings 
to make the companies look more like 
western ones. 





Is the regime serious? 


This raft of bold reforms has still to 
reach the other shore. Hopes in China 
have foundered before. This time, there 
will be proper ways to measure progress. 

China must successfully join the wro, and 
stand by its commitments within it. It must 
continue to separate business from govern- 
ment, which eventually means getting the 
Communist Party out of both. The next step 
in this process is developing capital markets 
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which reward good management and pun- 
ish bad. A great deal more privatisation will 
be needed. Some analysts are sceptical about 
the chances of success. Stockmarket regula- 
tors, for instance, have announced sweeping 
initiatives, such as delisting money-losing 
companies, demanding more financial dis- 
closure and setting up a second stockmarket 
for entrepreneurial companies. “But the 
rhetoric,” says Mr Lardy, “is far in excess of 
the action.” 

Yet the regime is deadly serious about re- 
form. It rests its legitimacy upon the goal of 
getting reform-driven growth, banishing 
Communist Party corruption along the way, 
and providing a safety net to catch the vic- 
tims of wrenching change. Conservative 
ideologues have largely been beaten. When 
the current batch of Communist leaders 
steps down late next year, the new genera- 
tion that will take its place should be much 
more cosmopolitan and reform-minded. If 
it is not, there is cause for worry. For the final 























measure of progress will be whether the 
leaders consider reform to the Communist 
Party’s monopoly on power. 

What are the economic implications 
abroad of a China resurgent? In the near 
term, China’s growth promises to be a com- 
fort for the region during a difficult time. 
Asia’s exporters are concerned that America 
may be on the edge of a recession from 
which they would suffer grievously: after the 
Asian crisis of 1997-98, Asian economies 
counted upon strong American demand for 
their exports to pull them back from trouble. 

China, on the other hand, will scarcely 
be affected. Jun Ma, an economist at Deut- 
sche Bank in Hong Kong, estimates that even 
if China’s net exports declined by a quarter 
this year (after growth of the same last year), 
a mere half-percentage point would be 
knocked off the country’s growth. This rein- 
forces the point that China’s is a continental 
economy, driven by domestic demand. 

It is possibly reassuring for China’s 
neighbours to know that the giant would 
scarcely stir if the world economy turned 
down. Chinese imports grew by a staggering 
$55 billion last year, suggesting that the 
country is even becoming a regional engine 
of growth. But China’s export threat to 
neighbouring economies underscores their 
predicament: in order to compete, they need 
to undertake much-postponed structural 
reforms themselves. 

Longer-term, some groups in America 
willalso see a resurgent Chinese economy as 
a threat. China’s $60 billion trade surplus 
with the United States is already a bone of 
contention, while labour interests, among 
others, resent China joining the world. Many 
of the resentful ignore the fact that ties be- 
tween the American and Chinese econo- 
mies are already close, and multifaceted. 
Sales by American companies in China are 
now almost as large as American exports to 
China, while investment flows are every bit 
as important as trade flows. Shutting China 
out of the world would harm a lot of Ameri- 
can interests. Moreover, as Mr Xie of Morgan 
Stanley emphasises, there is the prospect 
of some $40 trillion of new wealth over 
the next 15-20 years to be created by 
Chinese reforms, and foreigners are 
being offered a big share—perhaps 
one-fifth-—of it. 

These are the economic ties that 
increasingly bind China to its re- 
forms and to the rest of the world. 
There are other, less formal ones. 
Some 50,000 Chinese study in Amer- 
ican universities each year, for in- 
stance, and there are now even more 
American-educated Chinese than So- 
viet-educated ones. The ties are certainly 
more complex than they have ever been. 
They require a great deal more effort to man- 
age. But they are surely safer for all that than 
few ties at all. 
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Sharon’s coalition 





Ariel Sharon, Israel’s new 
right-wing prime minister, 
formed a broad-based co- 
alition commanding 78 seats 
in the 120-member Knesset. 
Mr Sharon committed himself 
to negotiate with the Palestin- 
ians, but not while violence 
continued. His 26-member 
cabinet includes the Labour 
veteran, Shimon Peres, as for- 
eign minister. 


A stampede caused the death 
of 23 women and 12 men dur- 
ing the annual Hajj pilgrim- 
age to Mecca. Saudi Arabia’s 
interior minister put the 
blame both on his own coun- 
try and on foreign organisers. 


The un Security Council 
banned diamond sales from 
Liberia, which stands ac- 
cused of helping Sierra Leon- 
ean rebels. The ban is delayed 
for two months to see if Libe- 
ria honours its own anti- 
smuggling commitment. 


Having declared he would not 
yield to political pressure to 
force him out of office, Zim- 
bawe’s chief justice, Anthony 
Gubbay, was eventually dri- 
ven to resign by threats. 


A new president, Pedro Pires, 
was peacefully elected in 
Cape Verde. 


Security guards shot and killed 
supporters of an opposition 
candidate as voters prepared 
for the presidential election in 
Uganda, postponed until 
March 12th. Complaints of ar- 
bitrary arrest and intimidation 
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grew as opinion polls sug- 
gested that President Yoweri 
Museveni might be run close 
in the vote. 


In Kenya, several hundred ref- 
ugees who had fled violence 
in Zanzibar began a hunger 
strike in protest at their treat- 
ment by Kenya’s authorities. 


Well defended 


China said it would spend 
$17 billion on defence in the 
coming 12 months, an increase 
of nearly 18%. The United 
States said it was “concerned” 
and would continue to sell 
Taiwan enough weapons to 
defend itself. 


An explosion in a school in 
Fanglin, in eastern China, 
killed 41 people, many of 
them children. The blast was 
blamed by local people on an 
accident with fireworks being 
made by the children to raise 
money for the school. China’s 
government denied this. 


President Kim Dae Jung of 
South Korea and President 
George Bush conferred in 
Washington, pc, about future 
dealings with North Korea. 
Mr Bush talked tough. 





A bomb destroyed an aircraft 
at Bangkok airport waiting to 
take Thailand’s prime minis- 
ter, Thaksin Shinawatra, on a 
trip to the northern city of 
Chiang Mai. 


The Taliban said that its plan 
to destroy two huge and an- 
cient statues of Buddha was 
“irreversible”. Afghanistan’s 








Islamic fundamentalist rulers 
were condemned by govern- 
ments around the world for 
the decision. 


President Abdurrahman Wa- 
hid of Indonesia returned 
home from a pilgrimage to 
Mecca to be met by protesters 
demanding his resignation for 
failing to end the country’s 
ethnic violence. 


Border clashes 


Macedonian troops clashed 
with ethnic-Albanian guerril- 
las near the Kosovo border, 
after a landmine killed two 
Macedonian soldiers and a 
sniper a third. In Bosnia, the 
UN sacked the Croat member 
of the three-man presidency, 
Ante Jelavic, for working for a 
separate Croat government. 





M fs 
The collapse of a bridge over 
Portugal's river Douro killed 
some 70 bus and car passen- 
gers. Next shock: Portugal’s 
minister of public works 
promptly resigned. 


Foot-and-mouth disease 
spread across Britain’s farms 
and national parks, and panic 
about it across Europe. The Eu 
suspended livestock markets. 
Italy banned imports of all 
animals susceptible to the dis- 
ease. Horse races and rugby 
matches were cancelled. 


Italy’s parliament stood by 
for a dissolution in prepara- 
tion for a general election, 
probably in May. Britain’s 
parliament heard a voter- 
wooing budget, for the same 
reason. 
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The Eu reached agreement 
with football authorities over 
the transfer system. Though 
changed, it will survive. 


Fed up with waiting for un- 
ions and employers to agree 
on reforms, Spain’s govern- 
ment decided to impose its 
own changes to the country’s 
labour law. Firing of long-term 
employees will be cheaper, 
but those on short-term con- 
tracts will be eligible for sever- 
ance pay. 


High finance 


Apparently frustrated by his 
country’s lack of economic 
progress, Argentina’s finance 
minister, Jose Luis Machinea, 
resigned. He was replaced by 
Ricardo Lopez Murphy, a con- 
servative, whose main task 
will be to control government 
spending after a worrying 
surge in January. 


Mario Covas, the governor of 
Brazil’s largest state, Sao 
Paulo, died of cancer. His 
death was a blow to President 
Fernando Henrique Cardoso’s 
hopes of holding his coalition 
together. 


Two students were shot dead 
at Santana High School, near 
San Diego, by a bullied 
classmate, and several others 
were wounded. President Bush 
resisted the temptation to dis- 
cuss gun control. 





The United States’ vice-presi- 
dent, Dick Cheney, had an- 
other heart scare. He insisted 
that he would maintain his 
workload. 
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Daft decision 





Coca-Cola, a soft-drink 
giant that has lost much of its 
fizz in recent years, an- 
nounced a management re- 
organisation. Jack Stahl, sec- 
ond-in-command behind 
Douglas Daft, resigned amid 
rumours that he and his boss 
did not always see eye to eye. 
He will not be replaced; the 
company will be run as four 
separate units each directly re- 
porting to Mr Daft. 


Tim Koogle stepped down as 
ceo of Yahoo! but said he 
would remain as chairman. 
The company warned that 
first-quarter earnings and rev- 
enues would be less than the 
market's already lowered 
expectations. The slump in 
online advertising is to blame. 


Also emphasising a fall in ad- 
vertising revenues, Dow 
Jones sharply cut its forecast 
of first-quarter earnings and 
said it would reduce its pay- 
roll. This followed gloomy 
statements, along similar lines, 
from the New York Times 
company and Knight Ridder. 


Merck, a top American drug 
company, said that it would 
slash the price of arps drugs 
to developing countries, forgo- 
ing any profit from the sales. 
Other drug companies are 
likely to follow suit. The 
world’s leading drug compa- 
nies are currently suing South 
Africa’s government over its 
plans to circumvent the pat- 
ents on their products. 


American Airlines faced 
last-minute competition to its 
lone bid for TWA, an airline 
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in the bankruptcy courts. A 
group led by Carl Icahn, an 
American financier, said it 
would pay $650m for the air- 
line, trumping Aa’s $500m. 


Mitsubishi Motors, a Japa- 
nese car firm 34% owned by 
DaimlerChrysler, warned that 
losses would be even more se- 
vere than expected, at ¥250 
billion ($2.09 billion). Daim- 
lerChrysler started talks with 
Volvo about buying the Swed- 
ish firm’s stake in Mitsubishi. 


Royal Dutch/Shell 
launched a bid worth $2.2 bil- 
lion for Barrett Resources, 
an American natural-gas com- 
pany. It also bought the en- 
ergy interests of Fletcher Chal- 
lenge, a New Zealand firm, for 
NZ$4.9 billion ($2.1 billion) 
after a long takeover battle. 


Can stop the music 


In a comprehensive victory for 
the recording industry, an 
American court ordered Nap- 
ster, a free service for down- 
loading music from the In- 
ternet, to begin blocking access 
to copyrighted material. Re- 
cord companies and music 
publishers will submit lists of 
the many thousands of tunes 
that Napster must stop offer- 
ing on its system. 





Up the Amazon 
Share prices, Feb 1st 2001=100 








Wal-Mart 
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Shares in Amazon, a leading 
online retailer, shot up by 26% 
in one day after rumours of a 
possible alliance with Wal- 
Mart, the world’s largest off- 
line retailer. However, Ama- 
zon’s shares slid back after 
further hints that a tie-up was 
not imminent. 





BUSIN ESS THIS WEEK 


Japan Telecom joined a 
growing list of telecoms com- 
panies that have announced a 
delay to the roll-out of third- 
generation mobile services; 
customers will have to wait a 
further six months until July 
2002. J-Phone, Japan Telecom’s 
mobile unit, estimates that it 
will spend ¥700 billion ($5.86 
billion) over three years to 
construct its 3G network. 


France Telecom announced 
the biggest-ever corporate 
bond issue, worth over $16 bil- 
lion, beating Deutsche Tele- 
kom’s $14.6 billion issue last 
year. The company will use 
the money to refinance recent 
acquisitions. 


Four of America’s top chip 
makers—ts1 Logic, Cypress, 
Vitesse and Xilinx—issued 
profit warnings as sales of 
semiconductors continued to 
disappoint. The Semiconduc- 
tor Industry Association pre- 
dicted no upturn until the last 
quarter of this year. 


New.net a company backed 
by Idealab!, a dotcom incu- 
bator, launched a challenge to 
ICANN, a non-profit organisa- 
tion that has a monopoly over 
the Internet's address system. 
New.net will sell domain 
names based on suffixes that 
are not sanctioned by ICANN 
including .kids, family and the 
possibly less wholesome .xxx. 


Tip of the bulge 


Goldman Sachs announced 
plans to beef up its fund- 
management business. It 
hopes to have $1 trillion under 
management within five years. 
The bank wants a large slice 
of business from the super- 
rich—the world’s billionaires, 
said to control $2.4 trillion. 


Deutsche Bank was re- 
ported to be in talks with 
AXA, a giant French insur- 
ance group with interests in 
Germany. Deutsche is keen to 
link up with a heavyweight 
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insurance company to pursue 
a Europewide bancassurance 
strategy and has talked to sev- 
eral other insurers including 
Germany’s largest, Allianz. 





Sliding 
Currencies 
Yen against the dollar 
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The yen fell to its lowest since 
July 1999, dipping below ¥120 
to the dollar after Japan’s gov- 
ernment noted that a weaker 
currency would help exports. 
The finance minister, Kiichi 
Miyazawa, then made the sur- 
prising, if plausible, claim that 
his public finances were close 
to collapse. 


Wim Duisenberg, president of 
the European Central 
Bank, said that £u enlarge- 
ment may require rotating 
membership of the bank’s 18- 
man policymaking committee. 
The change would need unan- 
imous approval by the leaders 
of eu member countries. 


Euroland’s cpp rose by 0.7% 
quarter-on-quarter in the last 
three months of 2000. The re- 
gion’s year-on-year rate of 
growth fell slightly from 3.2% 
in the third quarter to 3.0% in 
the fourth. Germany contin- 
ues to languish. Its unemploy- 
ment rose fractionally in Feb- 
ruary (though not enough to 
change the rate, which re- 
mained at 9.3% of the work- 
force) and manufacturing or- 
ders fell by 3.9% in January. 





Correction: Last week we said 
that arar sold its cable division, 
AT&T Broadband. In fact, it has 
disposed of only a small part of 
the division; arat Broadband 
remains part of ATAT. 
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ASIA 


China’s confident bow 


BEIJING 


With big new spending increases, especially for defence, and stern warnings 


about Taiwan, China is looking bolder 


EGULAR as the spring, China’s National 

People’s Congress (Nec) opened this 
week in the cavernous Great Hall of the Peo- 
ple with all the pomp that makes it one of the 
last great set-pieces of absolutist political 
theatre. Though the 2,978-strong NPC, nomi- 
nally China’s highest body, is a rubber 
stamp for decisions already made by 
China’s real rulers in the Politburo, it is still 
the place where policy is revealed, views ex- 
changed and big announcements made. 

This year’s nec did not disappoint. Start- 
ing the two-week session, Zhu Rongji, 
China’s prime minister, outlined goals for 
reforming the national economy and sup- 
posedly doubling its size to $2 trillion by 
2010. The Falun Gong spiritual movement 
was castigated at the highest level, revealing 
just how spooked the Communists are by a 
group that claims more members than they 
do. Xiang Huaicheng, the finance minister, 
revealed a new 2001 budget that will rely on 
deficit financing to allow hefty spending in- 
creases on agriculture and education, and a 
17.7 % rise in military expenditure. And Tang 
Jiaxuan, the foreign minister, took the 
opportunity to warn America of “serious 
dangers” if it proceeds with the sale of ad- 
vanced weapons to Taiwan. 

Denying that China’s “normal” increase 
in defence spending has anything to do with 
Taiwan, Mr Tang nevertheless made clear 
that tensions with the offshore island pose a 
grave threat to relations with America. Of 
prime concern is the Bush administration’s 
decision, due in April, on the sale of Aegis 
battle-management systems and upgraded 
Patriot anti-missile systems to Taiwan. 
America, Mr Tang said, “should rein in its 
wild horse right at the edge of the precipice”. 
China’s vice-premier and former foreign 
minister, Qian Qichen, goes to Washington 
on March 18th to deliver the same message 
directly to President George Bush. 

China’s defence spending has been ris- 
ing steadily since the Gulf war ten years ago 
first revealed to its military planners just 
how far they had fallen behind. But coming 
asitdoes in the midst of a long stretch of neg- 
ative or near-zero inflation in China, this 
year’s rise to $17.2 billion is, in real terms, by 
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far the largest. The adjustment, Mr Xiang ex- 
plained, is partly meant to counter “drastic 
changes” in the international military situa- 
tion—presumably a reference to NATO’s suc- 
cessful use of air power in 1999 against the 
Yugoslav army in Kosovo, and America’s 
plans for missile defences. 

It is widely reckoned that China, like 
many countries, reveals only a portion of its 
military spending in its published budgets 
and that actual spending is between three 
and five times higher than it says. But China 
can probably be believed when it says much 
of the new spending will go on pay rises for 
its soldiers. Placating the army makes good 
political sense. In the past two years, it has 
been forced by reformers out of some (but 
not quite all) of the lucrative businesses, 
from swish hotels to telecoms, it used to be 
involved in. Despite the unity that China’s 
leaders strive to project, they are in fact ma- 
noeuvring ahead of next year’s shuffle, 
when the president and Communist Party 
chief, Jiang Zemin, is due to step aside, along 
with most of the Politburo’s powerful Stand- 
ing Committee. Given the rocky path these 
things often take in China, a few billion dol- 
lars spent keeping the army chiefs on side is a 
sound investment. 

Transition politics also explain the rather 
tentative domestic initiatives put forth this 
year at the nrc. Mr Zhu gave a warning that 
China faces “many arduous tasks”, among 
them the reduction of the government's role 
in the national economy, and preparations 
for entering the World Trade Organisation. 
At times he flirted with the bold, announc- 
ing, for example, that the state must retain 
control of “strategic” enterprises, “but not 
necessarily in others”. This will be taken by 
many as approval for a new wave of merg- 
ers, privatisations and listings. 

But he also hedged, introducing the 
tenth five-year plan by saying, in effect, that 
it would involve less planning. “It contains 
fewer specific targets and sets more tentative 
ones adjustable to structural changes,” de- 
clared Mr Zhu. One target he did set was for 
economic growth of about 7% in each of the 
next five years, less than the average growth 
of 8.3% over the past five years, but ambitious 


a 


Marching on 
China's official defence budget, $bn 





Defence budget 
as % of GDP 
1.1 





nevertheless. To help achieve it, China 
would continue its heavy infrastructure 
spending, starting with an extra $18 billion in 
bond issues this year. 

Mr Zhu also reported on progress toward 
the targets he set upon becoming prime min- 
ister three years ago. The goal of turning 
round the huge loss-making state sector had, 
he said, been “basically attained”, with pro- 
fits of state-owned industrial enterprises 
coming in last year at about $29 billion, 190% 
higher than in 1997. Much of that increase, 
however, was from state-owned oil firms in 
the form of higher oil prices, rather than 
from any broad rise in overall industrial effi- 
ciency. Worse still, state auditors have found 
that two-thirds of the state-run firms they 
checked last year had padded their books 
with billions of dollars of fake profits. There 
is plenty for Mr Zhu still to do. 
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ASIA 
South Korea and America 


Lots to talk about 


SEOUL 


Dealing with North Korea can try the patience of even the best of friends 


HEN South Korea’s president, Kim 

Dae Jung, met his American counter- 
part on March 7th in Washington, the 
warmth was genuine. George Bush wants to 
burnish ties with America’s allies; South Ko- 
rea, home to 37,000 American troops and at 
the heart of the diplomacy with still prickly 
North Korea, is a close ally. Mr Kim, for his 
part, had wanted Mr Bush’s blessing for his 
“sunshine” diplomacy towards North Ko- 
rea, which has offered the regime there all 


manner of economic inducements to warm 
relations. Despite the goodwill, that was not 
quite how it turned out. Indeed, the two men 
are in danger of getting at cross-purposes. 
Mr Bush shares none of Mr Kim’s enthu- 
siasm for rapid re-engagement with North 
Korea, and told him so in their “frank and 
candid” chat. He is also wary of South Ko- 
rea’s plans to sign a largely symbolic, but 
possibly distracting “peace declaration” 
with North Korea. For Mr Bush, the threat 





COLOMBO 


HE Tamil Tigers face a new threat, 

possibly more lethal than the Sri Lan- 
kan army that has been fighting them for 
the past 17 years. Last week’s decision by 
Britain to name them as a terrorist orga- 
nisation to be banned from running its 
overseas headquarters in London may de- 
prive the Tigers of an important source of 
money. The London “political wing” con- 
trols branches in other European coun- 
tries, the United States, Canada and Aus- 
tralia. Between them they raise money for 
the Tigers estimated at $450m-500m a 
year. Much of it is used to keep the Tigers 
supplied with arms. 

With its tradition of providing asylum 
for those in danger of persecution, Britain 
has been reluctant to heed pleas from the 
Sri Lankan government to ban the Tigers. 


Solheim the postman 





Hitting the Tigers in their pockets 





But it is no longer willing to provide a base 
for warfare against a democratic country 
in which Britain was the colonial power. 
The Liberation Tigers of Tamil Eelam are 
one of 21 organisations named in connec- 
tion with the Terrorism Act 2000, passed 
by the British Parliament in July last year. 
The act takes into account United Nations 
conventions on terrorism. Parliament has 
to approve the naming of the 21, though 
this is likely to be only a formality. Buta le- 
gal challenge could delay any further ac- 
tion. The United States Supreme Court this 
week also upheld a ban on the movement 
in that country. 

In Sri Lanka, the measure has been 
hailed in pro-government newspapers as 
a diplomatic triumph for President Chan- 
drika Kumaratunga, who has not had 
much success lately. As finance minister, 
she is blamed for rising inflation and 
trade-union militancy, both triggered by 
the floating of the Sri Lankan rupee. So the 
British decision, and its approval by Bud- 
dhist monks (Buddhists make up 75% of 
the island’s population), is a bonus. 

The Norwegians, though, who have 
been trying to bring together Mrs Kuma- 
ratunga and the Tigers’ leader, Velupillai 
Prabhakaran, are a bit miffed by the Brit- 
ish move. On his visit to Colombo on 
March 3rd, Erik Solheim, the Norwegian 
envoy, no longer spoke of mediating. He 
was merely “a postman” between the two 
sides. Even before the British turned on 
the Tigers, the Norwegians seemed reluc- 
tant peacemakers, drawn in partly in the 
hope of getting Sri Lanka’s support for 
Norway’s successful bid to become a 
temporary member of the uN Security 
Council. Norway’s role even as postman 
may have run its course. 
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from North Korea’s proliferation of missiles 
and other weaponsis the chief issue. 

Furthermore, during a recent visit by 
Vladimir Putin to South Korea, Mr Kim had 
appeared to endorse the Russian president's 
voluble opposition to America’s plans for 
anti-missile defences. A clumsy attempt to 
placate Russia, and China, in the hope that 
they will press North Korea to improve in- 
ter-Korean ties more quickly? Or simply a 
gaffe by South Korea, which cares less than 
America does about the North’s production 
and sale of longer-range rockets (one of the 
reasons America gives for wanting defences), 
since the more immediate danger to the 
South comes from the much-shorter-range 
artillery pieces dug into the hills across the 
border? Mr Kim back-tracked, but it took a 
little of the shine off his Washington visit. 

The threat of serious disagreement 
looms. Like some of Mr Kim’s critics at home, 
Mr Bush would like him to press for more 
“reciprocity” in his dealings with North Ko- 
rea. So far, since a North-South Korean sum- 
mit last June, and in return for continuing 
handouts and the promise of big loans and 
investments to come, North Korea has al- 
lowed people from just 300 divided families 
to meet, agreed to open up a cross-border 
freight rail link (no subversive passengers, 
please), and repeatedly put off a return visit 
to Seoul by its leader, Kim Jong Il. 

The Bush team want to break the habit 
the Clinton administration had got into of 
responding each time to North Korea’s pres- 
sure and threats with more bribes in the 
form of aid or diplomatic attention. They 
therefore responded dismissively last 
month when an impatient North Korea 
threatened to resume the missile-testing and 
plutonium-making that have periodically 
plunged the peninsula into crisis. 


Any checks? 


The southern Mr Kim did win assurances 
this week that America had no intention of 
abandoning efforts to engage North Korea in 
more constructive pursuits than its past nu- 
clear and missile efforts. Mr Bush’s secretary 
of state, Colin Powell, went so far as to say he 
saw “promising elements” in a deal, now un- 
der review, that had been partially negoti- 
ated by the Clinton administration to end 
North Korea’s missile programme. But the 
incomplete elements of that deal are the 
toughest: how to verify that North Korea is 
keeping its word. As Mr Bush told Mr Kim 
this week, effective checks might not be ac- 
cepted by sucha secretive regime. 
Meanwhile, the implementation of a 
1994 agreement that ended North Korea’s 
plutonium production in return for two new 
western-designed nuclear reactors and in- 
terim supplies of heavy fuel oil is badly be- 
hind schedule, largely as a result of North 
Korea’s obstructive behaviour: the two new 
reactors were meant to start producing elec- 
tricity by 2003, but the first concrete will not 
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be poured before the end of next year. And it 
gets harder each year for kepo, the consor- 
tium masterminding the project, which is 
led by America but includes South Korea, Ja- 
pan and the European Union, to find the 
money for the interim fuel deliveries. Some 
of Mr Bush’s advisers want to explore sub- 
stituting conventional power plants for the 
nuclear ones promised, but South Korea op- 
poses that idea. North Korea, while de- 
manding compensation for the project's de~ 
lay, is pressing South Korea to supply now. 
Mr Kim seems tempted by that sugges- 
tion, though it could cause a real bust-up 








KATMANDU: 


ee lot of a woman is rarely an easy 
one in Asia. She is likely to have less 
education, money or power than her male 
counterpart. In the mountain kingdom of 
Nepal it is particularly tough, especially if 
she is poor. Nepal ranks low in the league 
tables on maternal health, female literacy 
and the role of women in public life. Hu- 
man Rights Watch, an American group, 
recently reported that tens of thousands 
of Nepalese women are forced into pros- 
titution in neighbouring India. But, just as 
parliament was setting about changing 
things, the drive for reform has stalled. 

At the root of many inequalities is the 
right to own and inherit land. In this, 
women are hard done by. Nepalese civil 
law allows a woman to inherit property 
from her father only if she remains un- 
married to the age of 35. A widow may in- 
herit only if her marriage lasts 15 years or 
more, and the few rights of divorced 
women are widely ignored. The law is dis- 
tilled from rural custom and Hindu scrip- 
ture, and generally holds that land is 
owned collectively by families and then 
passed to the next generation, as repre- 
sented by sons. 

But, after the Supreme Court declared 
many of the statutes unconstitutional, a 
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with America. North Korea has shown little 
enough inclination to come clean about its 
past plutonium-making, though it is obliged 
to do so before any of the nuclear compo- 
nents of the new reactors are delivered. If 
South Korea steps in to provide the missing 
electricity, the North would have much less 
incentive todoso, 

There may be a way of linking electricity 
supplies to convincing steps by North Korea 
to reduce the military threat, nuclear and 
conventional, that it poses, But if there is, Mr 
Kim and Mr Bush did not find it this week. 
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set of reforms was put before parliament. 
These give some statutory property rights 
to women, though stopping short of al- 
lowing parents to leave property to 
whomsoever they choose. Sadly, parlia~ 
ment has been frozen for weeks by ac- 
cusations of government corruption. 

That delay suits those who fear re- 
form. To many in Nepal, where good land 
is scarce, the idea of splitting up the family 
farm is abhorrent. Some fear that the 
changes will encourage siblings to take 
land squabbles to court, or that the Indian 
custom of dowry, whereby men receive 
money or property when they marry, will 
be adopted. 

But even where laws exist to protect 
women’s interests, they are often ignored. 
Though polygamy has been illegal since 
1963, many men take additional wives if 
the first union fails to produce a son. Such 
practices must change, say activists. One 
of these, Sapna Pradhan Mallah, believes 
that even incremental changes to the civil 
law will improve things and give women 
in Nepal a glimpse of equality. “In our 
worst-off rural areas,” she says, “wives are 
treated like slaves or pack animals. The 
smallest improvement in that is worth 
whatever social disruption it causes.” 
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Makir 





KUALA LUMPUR 


O MALAYSIA’S opposition parties 

really hope to run the country one day? 
Their recent behaviour hardly makes them 
seem serious. Mahathir Mohamad, who has 
ruled Malaysia since 1981, is beset by a dis- 
gruntled Malay majority and criticism in his 
own ranks. He continues to offer opponents 
open goals, such as his decision last week to 
restart a controversial dam in East Malaysia, 
on terms that make less sense than the origi- ` 


nal ones. Yet instead of articulating a con- > 


vincing alternative government, two of the 
three main opposition parties are caught up 
in civil war. With enemies like these, Dr Ma- 
hathir can afford to have few friends. 

The row in the opposition broke out in 
late February, when several disgruntled 
cast-ofts from the Democratic Action Party 
(paP) applied to join its coalition partner, the 
Keadilan party of Wan Azizah Ismail, wife of 
Dr Mahathir’s imprisoned former deputy, - 
Anwar Ibrahim. The former pap members— 
all from Penang, a pap stronghold—-resigned 
after a row with its autocratic leader, Lim Kit 
Siang. Although party members change loy- 
alties all the time in Malaysia, the latest mi- 
gration has left many par members livid. 

By accepting the troublemakers, they 
complain, Keadilan has broken an agree- 
ment among members of the opposition al- 
liance not to accept each other's renegades. 
Mr Lim has vowed to boycott events that are 
jointly sponsored by the pap and Keadilan. 
Behind the personalities and the bickering 
lies a fundamental rift between the parties— 
one that threatens the entire logic of the op- 
position alliance. 

That alliance was formed to counter the 
ethnic arithmetic of the ruling coalition, 
which has been led by the United Malays 
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National Organisation (UMNO) since inde- 
pendence in 1957, mostly in coalition with 
the Malay Chinese Association and other 
ethnic groups. In the 1999 general election, 
the newly created Keadilan party presented 
itself as the glue between its two partners— 
the Chinese-based pap and the Islamic Party 
of Malaysia (pas), which do not otherwise 
have much in common. In the event, Keadi- 
lan won fewer seats than either the pap or 
pas, But its leaders remain convinced that it 
is the linchpin of the alliance, and that it 
must increase its role if the opposition is to 
take power. Such ideas do not sit well with 
the par, Malaysia’s biggest opposition party 
until the 1999 election, when it was sup- 
planted by pas, the main beneficiary of all 
those unhappy Malays. 

Ironically, one of the most troublesome 
events for the opposition arose from a vic- 
tory, in a prominent by-election in Lunas 
late last year. By picking up a local-assembly 
seat in Dr Mahathir’s home state of Kedah, 
the opposition proved that it could put up a 
good fight in a well-defended umno district, 
and showed Dr Mahathir to be a growing li- 
ability. But before they took on UMNO, Kea- 
dilan and the pap had fought a bitter battle 


between themselves over which candidate 
torun, which Keadilan eventually won. 

Far from uniting them, the opposition’s 
victory has set them at each other throats. 
Keadilan members now argue that they 
have proved themselves right. They say that 
their moderate Malay base and their multi- 
ethnic ambitions, make theirs the ideal party 
to take on UMNO. par leaders counter that it 
was Dr Mahathit’s weakness and the appeal 
of the alliance as a whole that allowed it to 
win Lunas. Lim Guan Eng, the pap leader's 
son, insists that the party will fight hard over 
any division of seats in the future. “We are 
ready to take Keadilan on in a three-way 
fight--anywhere,” he says. “Then let’s see 
who gets the most votes.” The pap looks set 
to fight Keadilan in elections in Sarawak later 
this year. 

Dr Mahathir could hardly have hoped 
for a better gift. A huge number of young 
Malaysians will be eligible to vote for the first 
time in the next general election, A disci- 
plined opposition might hope to win an- 
other big chunk of umno seats and weaken 
the ruling coalition. But perhaps UMNo’s op- 
ponents are happy to remain out of power. 
VEIE nd rahi omg edison ah adh „m 





Fiji 
Stormy weather 


SUVA 


HE politics of Fiji, never simple, took a 

turn for the worse this week. This is the 
small country in the South Pacific where in 
May last year a group of rebels opposed to 
the government occupied Parliament and 
made prisoners of the prime minister, Ma- 
hendra Chaudhry, and most of his cabinet. 
Since then the prisoners have been freed, the 
rebel leader, George Speight, has been jailed 
awaiting trial, and an “interim” government 
has been set up. 

On March ist, the interim government 
was ruled by Fiji’s Court of Appeal to be ille- 
gal and this week it said it would resign. 
Could Mr Chaudhry now rightfully claim 
his old job back? At first he did, buton March 
7th he offered his resignation as prime min- 
ister to the president and asked him to dis- 
solve Parliament and call a general election. 

Mr Chaudhry is Fiji’s first prime minister 
of Indian descent. But his popularity has 
waned since his election in May 1999. His op- 





ASTANA 


HE Caspian Sea and its surroundings 

are believed to contain such quantities 
of oil that oilmen like to call it the second 
Kuwait. But the cost of building pipelines 
to get the black stuff from remote Central 
Asia to Europe, the Americas and the Far 
East, as well as the complex politics in- 
volved, has led to an epic battle of consor- 
tiums and governments that has been go- 
ingon for a decade. 

Last week, it seemed that the United 
States had finally come out on top. The 
governments of Azerbaijan, Georgia, Kaz- 
akhstan and Turkey signed a memoran- 
dum of understanding in the Kazakhstani 
capital Astana on a proposed 1,730km 
(1,075-mile) pipeline, to run from the Azer- 
baijani capital Baku via Geor- 
gia’s capital Tbilisi to Turkey’s 
Mediterranean port of Ceyhan. 
The document itself was far from 
| a final agreement: it merely pro- 
| vides a legal framework for oil 
producers in Kazakhstan to join 
| the project. But it was an indi- 

cator of the growing momentum 
of American plans for a pipeline 
bypassing both Russia and Iran. 
Once on the verge of collapse, 
they now look secure. 

There are several reasons for 
the turnaround. One is that the 
shareholders in  Azerbaijan’s 








main foreign oil consortium atoc, led by 
Britain’s Bp, decided last October to back 
the pipeline, likely to cost around $2.5 bil- 
lion, and therefore to start a six-month ba- 
sic engineering study. The plan received 
another boost in February when Chevron 
announced its interest in taking part in 
both the study and the building project. 
Chevron has a 50% stake in Kazakhstan's 
giant Tengiz oilfield and 30% in an Azerbai- 
jani offshore oilfield. 

Another factor has been the discovery 
of oil in the Kazakh sector of the Caspian 
Sea last summer, where the Offshore Kaz- 
akhstan International Operating Com- 
pany has been drilling. It is the world’s larg- 
est oil find in 30 years. Kazakhstan’s 
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president, Nursultan Nazarbaev, told Eliz- 
abeth Jones, America’s envoy to the Cas- 
pian, last week that the Baku-Ceyhan 
pipeline would provide an export route for 
early oil from Kashagan, where production 
is due to start in 2005. 

Then there are America’s sanctions 
against Iran. The oil companies were hop- 
ing that the sanctions, due toendon August | 
sth, would not be renewed, making feasi- 
ble a shorter and cheaper pipeline through 
Iran to the Gulf. That now seems unlikely. 
Iran has not provided a reason for America 
to lift sanctions, says a western diplomat. It 
seems preoccupied with internal pro- 
blems, though its president goes to Mos- 
cow next week (see page 49). 

A a newly-built pipeline, connecting 
Tengiz with the Russian Black Sea port No- | 
vorosslisk, is due to start operations this 
summer and will be Kazakhstan’s primary 
export route, but it is too small 
for all the oil that will be pro- 
duced in the coming years. And 
since it will go through Russia, 
America thinks that Kazakhstan, 
Azerbaijan and Georgia should 
havea route safe from the whims 
of their former coloniser. 

Russia, of course, has a dif- 
ferent view and is publicly criti- 
cal of the Baku-Ceyhan pipeline. 
But Russian oil companies. pri- 
vately express no such hostility. | 
After all, should they find more 
oil in the Caspian, they would 
need an extra pipeline, too. 
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ponents.in the winning coalition led by his 
Fiji Labour Party claim he has inflamed eth- 
nic tensions. Conflict between indigenous 
Fijians and the descendants of Indians 
brought to the islands to work in the sugar 
plantations in the 19th century lay behind 
last year’s rebellion. The Indo-Fijians now 
make up some 44% of the population of 
800,000 and dominate Fiji’s business life. 

Mr Chaudhry’s main rival, Tupeni Baba, 
an ethnic Fijian, was deputy prime minister 
and is a Labour member of Parliament. As 
nature, in the form of a hurricane lashing the 
islands, added to the confusion this week, 
Mr Baba called for a “government of na- 
tional unity”, Mr Chaudhry, however, re- 
fuses to serve in an administration that in- 
cludes supporters of the rebellion. Just as it 
looked as though his cards were played out, 
the wily Mr Chaudhry has caught his oppo- 
nents off guard by tendering his resignation. 
The national interest would best be served 
by elections, he said. 

Mr Baba disagrees. The country is not 
ready for such an unsettling event, in his 
view. Fijians need time to consider the many 
concerns raised by the tumultuous events of 
the past ten months. The largest grouping of 
ethnic-Fijian parties, the Fijian Forum, has 
given the dispute an anarchic twist by saying 

thatitdoes not accept the ruling of the Court 
of Appeal against the interim government. 
The Fijian Forum includes extreme national- 
ists as well as some supporters of Mr Speight. 
Itis deeply opposed to the present constitu- 
tion, which was adopted in 1997 and gives 
equal rights to the Indo-Fijians and the eth- 
nic Fijians. 

The Great Council of Chiefs, a conclave 

of indigenous rulers, one of whose tasks is to 
choose the country’s president, is furious at 
the failure of the court to approve the interim 
government. The president, Ratu Josefa Ilo- 
ilo, has asked the interim government to stay 
in power. But he may yet be replaced. The 
most likely outcome is that Fiji will face fresh 
elections soon, 


Japan 
Diminishing 
returns 


TOKYO 


T IS hardly surprising that the Japanese 

have become wary of their government's 
efforts to revive the economy. Since the be- 
ginning of the 1990s, when growth stalled, 
the politicians have drawn up no fewer than 
i3.rescue packages. None has had any lasting 
effect save the creation of a mountain of 
public debt, prompting the finance minister 
to say this week that Japan’s public finances 
were “quite near a state of collapse”. Plans to 
rescue Japan’s banks have come and gone, 
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Approval rating for Yoshiro Mori's cabinet 


and the banks look as sickly as ever. The 
stockmarket gets fresh policies for its re- 
invigoration every year, yet share prices 
keep falling. Recently, the government has 
been making new efforts to shore up the 
economy, with not one set of emergency 
measures but three, two of which were due 
to be revealed on March 9th. 

The governments latest initiatives are at 
least an improvement on what has gone be- 
fore. The debate began with talk of using Ja- 
pan’s vast post-office savings to prop up the 
stockmarket: the authorities might use them 
to buy shares directly—a return to the notori- 
ous “price-keeping operations” of the early 
1990s, But these crude methods no longer 
find favour with the public, and have been 
dropped. Instead, there are plans to broaden 
demand by giving tax incentives to individ- 
ual investors, just 7% of whose money is in- 
vested in the stockmarket, much less than in, 
say, America or Britain. 

Those who grumble that such policies 
treat the symptoms not the disease may be 
encouraged by the second set of measures, 
which aims to tackle the banks. One of the 
many weaknesses of the effort to clean up 
the banks has been the futile attempt to do it 
painlessly. This has merely prolonged their 
agony and that of their borrowers in the 
building, property and retail industries. The 
government’s new policy looks more brutal: 
there will be a full disposal of bad debts by 
next March. 

This is sure to do something nasty to the 
economy, which is already weak. One bank, 
Goldman Sachs, guesses that the govern- 
ment’s plans for the banks would shave a 
full 1.5% off economic growth and put more 
than 300,000 people out of work. So the cen- 
tral bank, the Bank of Japan, stands ready 
with a third economic initiative: easier 
money. This could involve cutting interest 
rates, driving the yen lower, or buying gov- 
ernment bonds, land or other assets. 

One reason for the multiplicity of mea- 
sures is the traditional desire for a consen- 
sual approach, which the incumbent prime 
minister, Yoshiro Mori, has tried but failed to 
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change. It means that policies emerge mess- 
ily in public rather than being put together ` 
neatly in private. Decisions take too long, es- 
pecially on urgent problems such as the 
banks and the economy, which has weak- 
ened dramatically in the past few weeks. 

The consensual approach also means 
that everyone has a goat policymaking, with 
unpredictable effects. The policies to sup- 
port the stockmarket, for instance, come 
from Mr Mori's party, the Liberal Democrats 
(LDP). The banking initiative is from the cabi- 
net, although not from Mr Mori himself but 
one of his ministers, Hakuo Yanagisawa. The 
Bank of Japan, meanwhile, wants to support 
Mr Yanagisawa with looser monetary pol- 
icy, but, like everyone else, is unsure about | 
the Lpp’s attitudes to the plan, and so is 
merely hinting at its intentions. Meanwhile, 
the banks themselves are pouring cold water 
on the whole idea. Mr Mori has a new coun- 
cil under his direct control to co-ordinate. 
such policy matters. Officials at the Bank of 
Japan say it is not working as it should. 

The confusion all stems from one basic 
problem: a lack of leadership. It was clear 
from the start of his administration that Mr 
Mori was not cut out to lead. Despite com- 
fortably surviving a vote of no confidence in 
parliament this week, his third in less than a 
year, the poor man may soon be returned to 
the backbenches. Reports suggest he may at 
last have come round to the idea of resigning, 
perhaps next week. 

Mr Mori’s exit would probably provide 
short-term relief to the stockmarket. With 
him would go Shizuka Kamei, the LoP’s pol- 
icy chief, whose batty ideas do most to dis- 
credit the government's policies at the mo- 
ment. Each of Mr Mori’s three or four 
potential successors, meanwhile, offers 
something to cheer the market, whether it be 
a better grip on the party or a fresh idea 
about reform. But there are no obvious lead- 
ers who could get the government's grand 
economic plans off the drawing-board at 
last. In the meantime, more emergency pack- 
ages seem likely. 
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Blacks v teachers 


WASHINGTON, DC 


Two of the Democrats’ bedrock constituencies are heading for a fight over 


school choice 


HE presidential primary debates be- 

tween Bill Bradley and Al Gore are little 
more than a historical footnote. But the de- 
bate last year in Harlem’s Apollo Theatre, 
one of the holy places of black America, did 
include one exchange that will re-echo in 
Democratic politics in the coming years. 

Tamela Edwards, a young black journal- 
ist, asked Vice-President Gore why he so ad- 
amantly opposed school vouchers, which 
allow parents to choose where to spend their 
education money, while sending his own 
children to private schools. “Is there not a 
public or charter school in pc good enough 
for your child?” she asked, to applause. 
“And, if not, why should the parents here 
have to keep their kids in public schools be- 
cause they don’t have the financial resources 
that you do?” 

It is hardly surprising that this question 
resonated with the predominantly black au- 
dience. Last year, a national opinion poll 
conducted by the Joint Centre for Political 
and Economic Studies found that 57% of 
blacks support vouchers: especially people 
under 35 (75%) and people with children in 
the household (74%). Blacks and whites 
agreed that education is the most important 
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problem facing the country. But blacks were 
more likely than whites to think that the 
public schools are getting worse—and more 
likely than whites to support vouchers. 

The reason for this support is simple: 
blacks (who are disproportionately concen- 
trated in inner-city areas) are getting a lousy 
deal from the public-school system. The Na- 
tional Assessment of Educational Progress, 
America’s equivalent of a national report 
card, reveals that the average black 17-year- 
old is four years behind his white counter- 
part in maths and reading and five years be- 
hind in science. Black students are three 
times more likely than whites to be shunted 
off into dead-end special educational 
classes. 

A majority of poor blacks have probably 
been in favour of vouchers for years. What is 
newis the growing willingness of black lead- 
ers to voice their feelings. A decade ago, only 
a handful were willing to support vouch- 
ers—notably Polly Williams, once a welfare 
mother in Milwaukee, Howard Fuller, a vet- 
eran of the black-power movement who 
helped Ms Williams to create the city’s 
voucher programme, and Floyd Flake, a for- 
mer Democratic congressman turned one- 


man urban regeneration machine. But two 
things are changing the balance of power. 

The first is that pro-voucher blacks have 
established a lobbying group to plead their 
cause. The Black Alliance for Educational 
Options (BAEO)is only a few months old. But 
it attracted a boisterous crowd of more than 
700 activists from 35 states at its recent sym- 
posium in Milwaukee, including teachers, 
religious and political leaders, and commu- 
nity activists such as the splendidly named 
Queen Sister Afrika of a group called We Are 
the Village People. 

Phyllis Berry Myers, the director of the 
Centre for New Black Leadership, says that 
most of the people who turned up were 
“front-line warriors” who spend their lives 
dealing with the consequences of failing 
schools. The organisation’s aim is to link the 
voucher movement with poor blacks, not 
rich whites (such as Tim Draper, a Silicon 
Valley businessman whose pro-voucher 
initiative failed miserably on the ballot in 
California last November). It is spending 
heavily on television advertisements that 
feature black parents and grandparents talk- 
ing about the way that school choice has im- 
proved their children’s lives. 

The second change is the emergence of a 
younger generation of black leaders in their 
late 20s and 30s. Kaleem Caire, the head of 
BAEO, abandoned a career in educational 
administration to fight for vouchers because 
he thought that the system was short-chang- 
ing poor black children. Cory Booker, who 
was educated at Stanford, Yale and Oxford 
(as a Rhodes scholar) before being elected to 
the Newark City Council in 1998, argues that 
the only way to fix the educational system is 
to return power to parents. Omar Wasow, 
who runs a website called blackplanet.com, 
sees school choice as a direct outgrowth of 
Brown v Board of Education, the Supreme 
Court decision of 1954 that desegregated 
public schools. 

For this generation, vouchers is the new 
civil-rights issue. “Did we sit down ata lunch 
counter at Woolworth’s in Greensboro, 
North Carolina,” Mr Fuller asks, referring to 
an anti-segregation protest in 1960, “to arrive 
at another lunch counter today where... we 
can’t read the menu?” Others refer to Mal- 
colm X’s drive for black empowerment. 
Why shouldn’t poor people have the right to 
exercise a choice that their richer brethren 
take for granted? 

These outspoken younger blacks are 
having an effect on the established black 
leadership. Andrew Young, Kurt Schmoke (a 
former mayor of Baltimore) and Martin Lu- 
ther King 11 have all embraced vouchers. 
Meanwhile, a cadre of ambitious black poli- 
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ticians who would never have flirted with 
such a dangerous idea a few years ago now 
count themselves as supporters: politicians 
such as Marvin Pratt, the president of Mil- 
waukee’s Common Council, who plans to 
run for mayor in 2002, and Dwight Evans, a 
Pennsylvania state legislator. 

The hitch, of course, is that most old- 
style black leaders remain opposed. No 
black congressman has been willing to break 
with the teachers’ unions on the issue. The 
National Association for the Advancement 
of Coloured People also follows the teachers’ 
union line that vouchers will destroy the 
country’s public schools. Black teachers and 
administrators in urban school systems re- 
gard the idea as anathema. Urban school 
boards are huge political and financial ma- 
chines: the Philadelphia school board, for 
example, has 25,000 employees and an an- 
nual budget of $1.6 billion. 

Meanwhile, the voucher movement is 
internally divided and, nationally, weak. 
Most blacks support targeted vouchers for 
poor parents. Mr Draper wanted to intro- 
duce universal vouchers. The conservative 
Cato Institute prefers tax credits to vouchers. 
David Bositis, of the Joint Centre for Political 
and Economic Studies, points out that the 
two most important voting blocks in the 
population—white suburbanites and the el- 
derly—are hostile to vouchers. That explains 
the movement's ballot defeats last Novem- 
ber in both California and Michigan, as well 
as George Bush’s current reluctance to push 


vouchers in education reform. 

On the other hand, the centre of gravity 
of the voucher debate is plainly changing. 
An idea that was dreamt up by a white Re- 
publican, Milton Friedman, now depends 
on black support for its success. Where 
blacks embrace the idea, such as in Milwau- 
kee and Cleveland, it prospers; where they 
withhold their support, as in Detroit, it fails; 
and in America’s vast white suburbs it is not 
even on the agenda. 

This changing climate also applies to 
blacks and Democrats. The NAACP increas- 
ingly represent a reactionary and ageing 
fringe. (The average age of its leadership is far 
higher than that of organisations like the 
BAEO.) The Urban League, the other main 
black group, still hesitates to endorse vouch- 
ers Officially. But its leaders are enthusiastic 
about things like charter schools, and some 
of its most prominent members, such as T. 
Willard Fair, are voucher evangelists. 

But the biggest reason why the centre of 
gravity is shifting is simple: vouchers seem to 
work. A study by Paul Petersen, a Harvard 
professor, of black children who were se- 
lected by lottery to receive scholarships to 
private schools in three cities, Dayton, New 
York and Washington, found that they 
pulled ahead of their peers who remained in 
public schools. Meanwhile, they are not da- 
maging public schools. In Florida, for in- 
stance, the threat that children would re- 
ceive vouchers to attend private schools 
spurred the 76 worst-performing schools to 





WASHINGTON, DC 


FEW hours after Dick Cheney had The 

Economist round for coffee, he 
checked himself into hospital for a heart 
check-up. Lest this seem like journalistic 
boasting, there was no connection be- 
tween these events: the vice-president 
seems perfectly capable of dealing with 
the press without breaking into a sweat. 
Would that the same were true of the ad- 
ministration itself. 

The White House called 
his cardiac catheterisation 
“a non-emergency precau- 
tionary procedure”. This is 
nonsense. Unplanned im- 
mediate invasive surgery is 
not done on a “non-emer- 
gency” basis. As the presi- 
dent-elect of the American 
College of Cardiology told 
Salon an online magazine: 
“You do [the procedure] 
when you have informa- 
tion...that makes you think 
it might lead to a heart at- 
tack or an unstable angina 





The affair of that heart 





Prime minister 


whichis a precursor toa heart attack.” 

This does not mean Mr Cheney is so ill 
that he cannot carry out his duties: he re- 
sumed work after only two days’ rest. But 
it is the second time the White House has 
misled the public about his condition. 
After a minor heart attack in November 
(Mr Cheney’s fourth), the president said 
“the initial EkG showed he had no heart 
attack”—true, but a second EKG showed 
that he had. 

Mr Cheney is the most 
powerful vice-president in 
history. He headed the 
White House group that 
settled spending disputes 
in negotiations for the 
budget; he heads the task- 
force to define a national 
energy policy; his role in 
security policy is at least 
the equal of the secretaries 
of state and defence. The 
White House should not be 
obfuscating about his 
medical condition. 
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make big academic strides. And, even if you 
get stuck in the many squabbles about such 
studies, there is the most powerful evidence 
of all: word of mouth. Blacks are telling each 
other that vouchers work. 

It would be foolish to underestimate the 
power of the educational establishment: it 
seems capable of absorbing any criticism 
and neutralising any reforms. But supporters 
of vouchers have changed education in Mil- 
waukee and Cleveland, and they are gaining 
support in other cities such as Philadelphia 
and Chicago. A national revolution is too 
much to hope for. But poor blacks may well 
revolutionise their educational opportuni- 
ties city by city and state by state. 
= 





White-collar crime 


Stealing people 
IS wrong 


CHICAGO 


EORGE HENDRICK, a stolid mid-west 

businessman, has a problem. His iden- 
tity has been stolen. When collection agen- 
cies began calling him in January demand- 
ing payment for nearly $20,000 in purchases 
that he had never made, Mr Hendrick real- 
ised that some individual, still at large, had 
expropriated his name, his address and his 
Social Security number and then used them 
togoonacredit-fuelled spending spree. 

Experts reckon that identity theft is one 
of the fastest-growing white-collar crimes in 
the United States. The number of consumer 
inquiries regarding identity theft to Trans 
Union Corporation, a credit bureau, grew 
from 35,000 in 1992 to 500,000 in 1997, at 
which point Trans Union stopped reporting 
its data publicly. The Privacy Rights Clear- 
inghouse reckons that there are now roughly 
750,000 cases of identity theft a year. John El- 
lingson, a privacy expert, says that the actual 
number of thefts may be higher, since many 
victims do not know how to report the 
crime—and others do not realise that it has 
happened. 

Identity theft generally fits a pattern. The 
perpetrator steals the Social Security num- 
ber of the victim and enough other support- 
ing information to apply for credit cards, 
rent an apartment, open a mobile-phone ac- 
count or take on some other financial obliga- 
tion. The bills are diverted to a “new” ad- 
dress. Perpetrators may pay the accounts for 
some time, usually so that they can raise the 
credit limit and make a bigger killing later. 
When the perpetrator eventually defaults on 
these obligations—leaving bills that average 
$17,000, according to the Federal Trade Com- 
mission—the creditors come looking for the 
real George Hendricks of the world. 

Consumers are protected by law from 
most fraudulent charges over $50. The real 
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INTERNATIONAL 
INVITATION TO TENDER 


Port, Shipping & 
Bunkering in Chile 


PUERTO VENTANAS 
AGUNSA 


FROWARD 
CCNI 


Gener §.A., a company organized and existing under the laws of the 
Republic of Chile and a member of The AES Corporation, is 
launching an international call for tenders for its shares in Puerto 
Ventanas S.A.(which represent a 69.87% of the outstanding voting 
shares), Agencias Universales S.A. (which represent a 26.70% of the 
outstanding voting shares), Compañía Chilena de Navegación 
Interocednica S.A. (which represent a 26.02% of the outstanding 
voting shares)and Portuaria Cabo Froward S.A. (which represent a 
21.18% of the outstanding voting shares), 


Puerto Ventanas S.A. is the most important bulk port in Chile and the 
biggest and most modern fuel terminal in South Pacific, It is 
involved in activities related to ocean freight such as port, shipping 
and stevedoring, and also bunkering and asphalt operations. 


Agencias Universales S.A. is a leading Chilean company in the 
maritime port services sector in Latin America, The growth of this 
company has been based primarily on the creation of a ship and 
cargo services agency in South America, and also on developing 
Jogistic, distribution and infrastructure business. It has a 47.02% 
participation in Consorcio SCl, who has the concession and 
operation of the main airport in Chile. 


Compañía Chilena de Navegación Interocednica S.A. has alliances 
with the largest international shipping companies and operates a fleet 
of vessels to serve regular ocean freight routes to and from the 
world’s most important trading centers. 


Portuaria Cabo Froward §.A.’s main line of business is the 
commercial management and development of port facilities. 
Additionally, its activities include freight and all other related 
services, such as the sale and chartering of ships, airplanes and 
vehicles, and the provision of services, either as agents or shippers. 


This invitation to tender is intended for attention of any potential 
investor who may wish to take part in this sale procedure. 


A summary of the terms and conditions is available from March 1, 
2001 and will be sent with the invitation to those candidates who 
contact us before March 26, 2001. 


All candidates are required to sign a confidentiality agreement, 
before joining this procedure. 


The invitation may be obtained from: 
GENER S.A. 

Mr. Rodrigo Villa or Mr. Daniel Aninat 
Miraflores 222, Piso 7, Santiago, Chile 
Tel: (562) 686 8497 Fax : (562) 686 8426 
daninat@ gener.cl 


Pursuant to the provisions set forth in the summary of terms and 
conditions, tenders must be delivered on May 30, 2001. 
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How to make 
deeply suspicious 
people want to 
give you lots and 


lots of money. 


How to write a persuasive business 
plan, by two McKinsey experts. 
“Investors feel a lot better about the 
risk if the venture’s endgame is discussed 
upfront.” William A. Sablmann, 
Professor, Harvard Business School. 
More at www.etexere.com 
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Republic of Cyprus 


Ministry of Communications and Works 


Concession contract for the 
development and operation of international 
airports at Larnaka and Pafos 





The Ministry of Communications and Works (the " Ministry"), 
on behalf of the Government of the Republic of Cyprus, and 
advised by PricewaterhouscCoopers, is initiating a tender 
process for the award of a concession contract to a suitable 
bidder (or consortium) for the construction of new passenger 
terminals at the existing international airports at Larnaka and 
Pafos and for the operation of these airports under a long term 
Build-Operate-Transter stvle contract. 





Invitation for expressions of interest 


The Ministry invites prospective parties, cither individually or 
in consortia, to express their interest in this opportunity as the 
first stage of the procurement process. Appropriately qualitied 
applicants will be sent a Preliminary Information 
Memorandum and will be asked to submit a detailed Pre- 
Qualification Questionnaire. They will also be able to 
purchase detailed plans that were prepared for the 
development of these airports under a previously proposed 
Government build contract. 











Expressions of interest should be mailed, couricred or 
delivered in person to the address below and must be received 
by 12:00 p.m., on March 23, 2001. Envelopes should be 
marked “Larnaka and Pafos airports”. The Ministry does not 
intend to enter into any discussions with interested parties at 
this stage. However any questions regarding this expression of 
interest should be addressed in writing to the contact below 
and to no other party. 


Expressions of interest should be of no more than ten pages. 
They should give a short description of the prospective party 
(or the members of a consortium if appropriate) and include: 


a contact name, postal address, fax number and email 
address; 

a summary of relevant airport operations, including traffic 
levels at each airport; 

a summary of construction capabilities and experience in 
the airports sector; 

experience of undertaking any similar project in the airport 
or other relevant sector(s}: 

and 

any other information which is likely to be of relevance to 
this proposed project. 


Minimum requirements 

Only prospective parties (individually or in consortia} who have 
experience of operating passenger airports, with annual 
passenger numbers in excess of 2 million, will be considered as 
appropriately qualified. No other parties should reply to this 
invitation. 


Reply to: The Senior Control Officer 
Ministry of Communications and Works 
28 Acheon Street 
CY- 1424 Nicosia, Cyprus 
Fax Number: +357 2 77627 








hbsworkingknowledge jhbs.edu 




















wreckage of identity theft lies elsewhere. 
Victims must first prove to sceptical creditors 
that the charges are fraudulent and then 
work tirelessly toclean up their credit record, 
A survey of victims conducted by the Pri- 
vacy Rights Clearinghouse and the Califor- 
nia Public Interest Research Group found 
that the average victim spent 175 hours over 
two years to regain financial health. 

Some cases turn out even worse. If the 
perpetrator uses a stolen name and Social 
Security number to obtain a driver’s licence, 
then the victim may inherit legal problems 
as well. When Namia Allen, a law-school 
graduate, reported to her first day of work at 
the San Diego District Attorney's office, she 

- was handcuffed, arrested, jailed and strip- 
searched after a background check indicated 
that there was a warrant out for her arrest on 
drugs and weapons charges. In fact, a thief 
had broken into her car months earlier, sto- 
len her vehicle registration and assumed her 
identity. Other people have been turned 
down repeatedly for jobs only to discover 
that they are listed in large databases as 
debtors or even arsonists. 

Why is identity theft flourishing? Social 
Security numbers are now often the “unique 
identifier” required by the computer data- 
bases of employers, insurance companies, 
hospitals, universities, the army and banks. 
There they can be pilfered, either by a clever 
computer hacker, or, far more often, by a dis- 
honest employee. 

Meanwhile, credit-card companies are 
aggressively issuing unsolicited, pre-ap- 
proved credit card applications. (Your corre- 
spondent’s dog was pre-approved for a plat- 
inum card when his name was used on the 
family subscription to the New Yorker.) 

One scheme involves submitting a pho- 
ney change of address to the post office on 
behalf of a potential victim. The perpetrator 
then roots through the victim’s redirected 
mail, plucking out personal information and 
using it to fill out new credit-card applica- 
tions that also come by mail. Meanwhile, the 
Internet provides ways of combining dispa- 
rate pieces of information in devious ways. 
Something as innocent as a family genea- 
logical tree can tip off a thief to a victim’s 
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mother’s maiden name-a 
common way for credit-card 
firms to verify identity. 

Most important, the risks 
of getting caught and prose- 
cuted are relatively low. Con- 
gress passed a law in 1998 mak- 
ing identity theft a felony; most 
states have done the same. But 
prosecution is another matter. 
Credit-card companies seem 
loth to make much noise be- 
cause they want to maintain 
public confidence. Prosecutors 
whinge that they do not have 
sufficient resources to prose- 
cute violent criminals, let alone 
white-collar offenders who will rarely go to 
jail, Betsy Broder, assistant director of plan- 
ning at the rre, speculates that help will 
come only when businesses start marketing 
ways to stop identity theft. 

One small comfort for Mr Hendrick is 
that he is in illustrious company. In Decem- 
ber, Eldrick Woods (known better as Tiger) 
testified against a man who obtained a 
driver’s licence and credit cards in his name 
and then went on a $17,000 shopping spree. 
Mr Woods pointed out that he would never 
have used his credit card to make a $100 
down payment on a used Lexus since he is 
paid several hundred times that to endorse 
Buicks. The wretched Mr Hendrick, still try- 
ing to assert his innocence, does not have 
that sort of clout. 


George Bush’s tax cut 


There is no 
alternative 


WASHINGTON, DC 


ELL, that didn’t take long. “There is no 
bipartisanship on this issue [taxes], 
says David Bonior, the Democratic whip in 
the House of Representatives. Just two days 
after the president had presented the outline 
of his budget to Congress, complete with the 
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Full speed ahead 


UNITED STATES 


refrain “let us agree to bridge old divides”, 
the bit of the legislature responsible for start- 
ing the budget process, the House Ways and 
Means committee, rammed the centrepiece 
of it—ten years of income tax cuts—through 
the initial committee stage with unusual 
haste and no Democratic votes. 

Itis notclear whether the administration 
planned this or merely acquiesced in the de- 
cision of Republican legislators. But either 
way, Democrats are livid. As The Economist 
went to press, George Bush’s tax cut was pro- 
ceeding to the full House for debate. It 
seemed unlikely that more than a handful of 
Democrats would vote for it. Just to annoy 
them further, House Republicans were not 
allowing the Democrats to put their alterna- 
tive tax plan up for discussion. 

On the face of it, such tactics seem reck- 
less, Tax cuts cannot be railroaded into law 
on the basis of the (slender) Republican ma- 
jority in the House of Representatives alone. 
The Senate must have its say. And even 
though President Bush can get a budget 
through the Senate with the 51 votes his party 
now has (budget debates are protected from 
the usual Senate rules that require 60 votes to 
doanything), he still has to get the tax-cut bill 
passed by acommittee where there are equal 
numbers of Democrats. So, says Senator 
John Breaux, a Democratic member of the 
committee, “people who want to get some- 
thing done are going to have to negotiate.” 

Moreover, the damn-the-torpedoes ap- 
proach has helped rally Democrats against 
tax cuts. Before the debate, they were in a 
funk, unable to decide whether to attack the 
plan as too big, too unfair, or too risky. Now, 
they seem to be settling on the last notion, ar- 
guing for a “trigger mechanism” that would 
make tax cuts and spending rises dependent 
on progress in paying down debt. Five Senate 
Republicans also favour this idea. 

So why is Mr Bush pushing ahead so 
fast? A small part of the answer may be, to 
put it bluntly, he wants to get tax cuts passed 
before illness or death changes the balance 
of the Senate. But there is a more substantial 
reason. Voters say they want bipartisan co- 
operation not for its own sake, but in order to 
get things done. 

Mr Bush seems to be cal- 
culating both that he can get 
most of the tax cuts through 
Congress on Republican votes 
alone, and that victory on that 
score will count for more than 
any bipartisan niceties. After 
all, Mr Bush’s first budget will 
define his presidency just as 
that of 1981 defined Ronald 
Reagan’s and the deficit-re- 
duction bill of 1993 defined the 
successful bit of Bill Clinton’s. 
And if his tactics push Demo- 
crats into declaring war on tax 
cuts, then so much the better. 
cuore: | 
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UNITED STATES 
Latino heroes 


John Wayne, in 
Spanish 


RESERVE, NEW MEXICO 


EW MEXICO, the home of Pat Garrett 

and Billy the Kid, has always had a soft 
spot for desperadoes. Its most recent 
would-be hero, arrested last month after a 
sharp gun battle, is “Handsome” Shane 
Chubbuck, a poetry-loving bank robber 
who left female cashiers applauding his 
kindly promise that the money he had just 
stolen would go to help Zapatist rebels in 
Mexico. Now an attempt is being made to re- 





Texan farmer 


vive the memory of a gunslinger who genu- 
inely deserves a raising of the hat. The people 
of Reserve, a town in Catron County, out in 
the west of the state, want the state legisla- 
ture to put up $100,000 for a memorial to El- 
fego Baca. 

In October 1884 a gang of 80 Texan cow- 
boys arrived in Reserve and started to spread 
terror among the local Mexicans. Women 
were lassooed and taken off to be molested. 
The local law-enforcers just got drunk. 
When the story reached Socorro, another 
predominantly Latino town 130 miles away, 
Baca, a 19-year-old shop assistant, set out to 
put things right. 

His first act was to arrest one of the raid- 
ing cowboys. The other cowboys tried to free 
him, and one of them was killed. After a 
night of violence, Baca brought the arrested 
man before a judge, but an angry mob 
chased him to a jacal, a flimsy building 
made of wooden posts, mud and straw. 
There began a classic gun-fight, lasting more 
than 30 hours, in which some 4,000 shots 
were fired. The cowboys tried to burn him 
out, but Baca eventually emerged un- 
scathed, to the delight of the assembled 


38 


crowd, and duly passed into local folklore. 

Unlike Billy the Kid, Baca was soon 
highly respectable. Acquitted of the murder 
of two of the cowboys, he turned to politics. 
Elected sheriff of Socorro, he proved his 
marksmanship by shooting the heads off 20 
chickens, and sent a letter to all the outlaws 
in his neighbourhood, calling on them to 
give up, or face his “lethal displeasure”. Later 
he became mayor and ran for governor. His 
reputation for being unkillable was en- 
hanced when he survived being run over by 
a fire engine and stabbed with an ice pick. He 
was 80 when he died, in 1945. He then almost 
vanished from history; the closest Holly- 
wood got to remembering him was a chil- 
dren’s feature from Disney in 1958. 

To be sure, there was always another 
point of view. Descendants of the cowboys 
he beat have disputed Baca’s account of the 
fight in Reserve. He was also once indicted 
by a federal jury on conspiracy charges relat- 
ing to a jailbreak (his alibi held). But Baca 
seems as worthy of respectful attention as 
Billy the Kid, for whom some local politi- 
cians are currently demanding a pardon. He 
seems almost the ideal Mexican-American 
hero. Even Cesar Chavez, the famed Califor- 
nian farm workers’ leader, never held. off 80 
gunslingers single-handed. 

The idea of a memorial comes from 
Henry Martinez, the owner of Reserve’s only 
petrol station. Mr Martinez has good cause. 
His great-grandfather, Epitacio Martinez, 
was used for target practice by the Texan 
gang before Baca arrived. But he is also hop- 
ing to attract tourists to Catron County. 

Much of the county lies inside the 
Apache and Gila National Forests, an area of 
ancient, spectacularly wooded mountains. 
But its median household income, $22,661 in 
1997, is only 61% of the national average. It 
gained brief notoriety in 1994 by passing a 
resolution requiring every household to 
own a gun (it was never enforced). It has re- 
cently been arguing with the federal govern- 
ment over the latter’s reintroduction of 
wolves into the area. An investigation is un- 
der way into a wolf found slain in nearby 
Apache Creek. Maybe another Elfego is 
needed, riding to the rescue. 
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Wind power 


Maybe this time 


SEATTLE 


IND power has long been the Next Big 

Thing in energy. In the 1980s, tax cred- 
its for wind-turbine construction led to the 
building of thousands of turbines, mainly in 
California, but to little extra real power. An- 
other tax credit—this time for actually pro- 
ducing electricity, not just making a noise 
about it—came in 1992. But this too led no- 
where much, because of the ever-rising effi- 








The answer, my friend... 


ciency of fossil-fuel generation and the un- 
expectedly low prices of those fuels. Wind 
power still looked uneconomic. 

But now a happy (for the wind industry) 
confluence of California’s energy woes, 
soaring natural-gas prices and better wind- 
power technology may at last make the gift 
from the skies worth grasping. Already, this 
looks likely to be the best year in the Ameri- 
can wind-energy business’s history. 

The giant Bonneville Power Administra- 
tion—which operates. series of massive hy- 
droelectric dams in the Pacific north-west— 
said in January that it would buy up to 1,000 
megawatts of wind energy by 2003. This by 
itself represents nearly half the current 
wind-generating capacity in the United 
States. A little earlier, reL Energy announced 
plans to build the largest “wind farm” in the 
world on a gusty plateau straddling the bor- 
der between Oregon and Washington states. 
Its 470 turbines will produce enough power 
for 70,000 homes. Enron, an energy com- 
pany, recently erected 200 turbines in Cali- 
fornia and West Texas, and another 500 in 
Minnesota and Iowa. 

The energy crisis of the past few months, 
in short, has made Americans look at wind 
with a new interest—and this time the inter- 
est may be justified. Thanks to dramatic ad- 
vances in wind-turbine technology, the 
costs of setting up and operating wind gen- 
erators now approach those of gas turbines, 
even without subsidies. 

These generators are less and less expen- 
sive toerect. A big 1.65mw turbine costs about 
$1.3m, roughly 20 times that of its 1980s 
predecessor. But the new machine puts out 
120 times as much energy. And wind farms 
are relatively quick to build. In Oregon, FPL 
Energy has not even broken ground on the 
project, but expects to have it running by the 
end of the year. Gas-fired plants, on the 
other hand, may take five years to build. And 
dams? Forget it. Wind-turbine reliability, 
long a bugbear as frail units flew apart in 
heavy gusts, is also improved: they should 
work now close to 98% of the time. 

The new turbines also answer some of 
the environmentialists’ criticisms. The old, 
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small turbines were a noisy eyesore because 
so many of them were needed. They also 
killed a lot of birds. Today’s bigger turbines 
are taller, with blades that spin more slowly, 
so that birds can more easily see the blades 
and avoid them, says Chuck McGowin, of 
the Electric Power Research Institute in Palo 
Alto, California. And, with fewer turbines 
needed to produce the same amount of 


output (MW): 











10-86 
P40 
Below 2 GS 


windpower 


power, they can be spread more widely, 
making them easier on the eye. 

Still, wind machines will not solve 
America’s energy problem. California, for 
instance, has more than 7,000 wind turbines 
(admittedly most of them the little, old ones), 
yet they produce only about 1.5% of the elec- 
tricity the state needs. Even with new tur- 
bines going up fast, by the end of 2001 Amer- 







~ UNITED STATES 


ica’s total wind-generating capacity will be 
only about 5,250mw. The Bonneville hydro- 
electricdam on the Columbia River, near the 
site of the Oregon windmills, produces a 
fifth of that all by itself. The United States is 
far behind countries such as Denmark and 
Germany, which generate four times as 
much wind power. 

The problem is that the wind blows 
when it blows; it can’t be dammed like wa- 
ter, or stuck in a tank like natural gas. And, 
notes Mr McGowin, in many places it tends 
to blow when demand is low, such as in the 
middle of the day, and dies down in the eve- 
ning, when Americans watch television (400 
kilowatt hours per year) and run dishwash- 
ers (1,570). It is technically possible to store 
wind energy. In California, one facility uses 
wind-generated electricity to pump water 
uphill during times of slack demand; the wa- 
ter is then released at peak hours, to drive 
turbines and create electricity. But it is a 
costly and complex process. And wind tur- 
bines still look big and ugly. 

Even so, compare wind with other 
sources of energy—oil, with its risk of spills; 
coal, which is dirty; dams, which kill fish; or 
natural gas, with its volatile costs—and the 
idea that it is a gift from the skies no longer 
looks so silly. 


Hse A ONENE DN EINTE EEEE EEA VENEA EE ES 





LITTLE ROCK 


LL through the pages of Scottish lore, 
clans have quarrelled over cheating 
wives, stolen livestock and who could hold 
the place of honour in battle. In Arkansas, 
they are fighting over something even 
more important: their tartans. 

The casus belli was a law to create a 
state tartan, honouring Arkansans who 
possess Scottish ancestry. The bill 
was introduced by a well-con- 
nected Republican laird, Jeremy 
Hutchinson (son of Tim, a United 
States senator, and nephew of Asa, a 
powerful congressman). Georgia, 
| Maine, New Hampshire and 
Connecticut have their own tartans. 
And April 6th is National Tartan 
Day, marking the fact that more 
than half the signers of the Declara- 
tion of Independence were Scots. 

Mr Hutchinson introduced his 
| bill, on behalf of a couple named 
Brandon, amid much Celtic fanfare. 
He passed out plaid buttons, as a 
Scotina kilt roamed the state capitol. 
During a session in which legislators 
are dealing with hate crimes, abor- 
tion and gun control, this bill 
seemed bound to pass: “cute”, as Mr 
Hutchinson described it. 
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Mr Hutchinson chose a tartan, the Nat- 
ural State plaid, that includes most of the 
magic of the Natural State, as Arkansas 
likes to be known: green, for the wilderness 
of Arkansas; red for the state’s original set- 
tlers; stripes of white for diamonds (Ar- 
kansas has the only diamond mine in 
North America) and stripes of black for oil. 








(Those still feeling delicate about a certain 

Arkansan presidency could construe the 

magic colours differently: green for dollars, 

red for faces, white for water, and black for 
the source of Marc Rich’s wealth.) 

Unfortunately, this colouring enraged 

the members of Scotia,a groupofCeltic Ar- | 

kansans who organise a Scottish festival. | 

They had originally worked with the Bran- | 

dons on a similar tartan, designed by a | 

young weaver, Jason Nickerson. Protesting | 

on their behalf, Roger Smith, a Republican | 

legislator, introduced hisownlawto | 

create an “official state Scottish tar- | 

tan”, called the Arkansas Traveller, l 

designed by Mr Nickerson. | 

The Brandons, who claim that | 

the Arkansas Traveller is unweava- | 

ble, met Scotia in an attempt to | 

create one state tartan. The talks, | 

which Mr Hutchinson says were as | 
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heated as Middle East peace negoti- 
ations, broke down. Messrs Hutch- 
inson and Smith then agreed to 
combine their laws into one bill, cre- 
ating two state tartans. But this 
week, the Senate rejected the bill: 
only five of its 35 members sup- 
ported it. Now both Mr Hutchinson 
and Mr Smith are reintroducing sep- 
arate bills—and the two halves of 
Celtic Arkansas are as close as the 
Macdonalds and the Campbells 
after the Glencoe massacre. 
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Managing the Big Apple 


RESSED first as Marlon Brando in “The Godfather”, then as a 
surprisingly shapely-legged, stocking-clad Rockette, Rudy 
Giuliani stole the show at last weekend’s “Inner Circle” cabaret 
dinner. But the main talking point at the annual shindig was who 
would replace the term-limited mayor in November's elections. 
The declared candidates have all been active in New York politics 
for years without ever setting the world on fire. Hacks parodied 
them at the Inner Circle in a spoof of “Fame”: “Some think we're all 
the same. Lame. We're going to run forever. Lame.” How much 
livelier the fight will be if two rather more exciting candidates 
throw their hats into the ring: Bill Clinton and Michael Bloomberg. 
Of the former president, no more need be said at this juncture 
other than that the Big Apple is the 
only place on the planet outside 
Sodom and West Hollywood 
where his recent travails may actu- 
ally increase the likelihood of him 
both running and winning. With 
his new base in Harlem, he will 
surely get the Democrat nomina- 
tion if he wants it. 

Mr Bloomberg, a colourful me- 
dia tycoon, looks even more likely 
to win the Republican ticket. Late 
last year, just in time to be eligible 
for the Republican primary, he 
switched his party affiliation from 
the Democrats. He has been court- 
ing journalists and Republican in- 
siders for months, and he has an 
increasingly impressive team of 
advisers. This week, Mr Bloomberg 
stepped down as chairman of his 
eponymous media company, say- 
ing with a use of caveats that sug- 
gest he is a natural politician, that 
although this did not mean he is running for mayor it is something 
he would have to do if he were. 

New York is a naturally left-leaning city that has hitherto 
elected a Republican mayor only after several Democrat incum- 
bents have taken it to the brink of disaster. Mr Giuliani won in 1993 
at a time when crime was soaring alarmingly. Mr Bloomberg is 
probably the only potential Republican candidate who might 
buck this trend. His blue-collar roots, intelligence and ready wit 
will help. Other attributes that might go down badly in other cit- 
ies—an obviously large ego and a divorce—might even endear him 
to New Yorkers. Mr Bloomberg's private life has been more digni- 
fied than either Mr Clinton’s or Mr Giuliani’s. The New York Post 
even dubbed him the “anti-bimbo billionaire” for the 59-year- 
old’s extraordinary habit of dating women his own age. 

But Mr Bloomberg’s greatest asset, by far, is that he is a success- 
ful businessman. That tag not only means he has the cash to get his 
message across; it is also shorthand for the message itself—bring- 
ing competent management into government. In this, he reflects a 
striking trend in American politics that has accelerated rapidly 
since 1992 when Ross Perot modestly tried to use his personal for- 
tune to buy the presidency (on behalf of the American people, of 
course). Richard Riordan, a lawyer-turned-venture-capitalist, is 
just leaving a successful spell as mayor of Los Angeles, Maria Cant- 
well, of RealNetworks, a once-high-flying Internet firm, and Jon 
Corzine, former boss of Goldman Sachs, one of Wall Street’s top in- 
vestment banks, each spent a large chunk of their personal for- 





tunes last year in winning election to the Senate. 

As for the Bush administration, it is positively overflowing 
with company bosses. The treasury secretary, Paul O'Neill, ran Al- 
coa, a large aluminium firm. Dick Cheney, though a veteran politi- 
cian, was plucked from running Halliburton to seek the vice-pres- 
idency. Executives from General Dynamics, Northrop Grumman 
and Enron are being put in charge of, respectively, the navy, air 
force and army. Mr Bush, who once ran the business side of the 
Texas Rangers, seems to govern by Peter Drucker’s creed of man- 
agement by objectives. And so far those goals have been fairly, 
well, corporate. His first two legislative coups have been restrain- 
ing pesky occupational-safety laws and changing bankruptcy 
laws to help credit-card firms. 

Managerialism may go down 
well with New York’s voters. Mr 
Bloomberg's rivals talk of preserv- 
ing Rudy’s legacy, but they are all | 
less business-friendly than the 
mayor. Mr Bloomberg’s people 
stress that the Big Apple’s future | 
depends on it remaining a magnet 
for business. That in turn depends 
on it remaining safe from crime (Mr 
Giuliani's forte), as well as improv- | 
ing schools and lowering taxes (not 
his forte). 

The authoritarian skills that al- 
low American bosses to thrive do 
not always transfer easily to the 
democratic goldfish bowl that is 
government. Mr Perot always 
looked as if he was about to sack 
anyone who voted against him. At 
the Treasury, Mr O'Neill has dis- 
covered that the sort of “no-bull” | 
speaking your mind that works 
wonders in the boardroom can cause no end of trouble in the po- 
litical arena. But, when it comes to style, Mr Bloomberg would 
have the advantage of following Mr Giuliani: it is hard to imagine 
how any successor could be less tactful or more authoritarian. 

More worrying are the conflicts of interest thatcan arise when | 
businessmen enter government. This week, Mr O'Neill revealed | 
that he intended to retain ownership of Alcoa share options worth | 
an estimated $100m (in contrast to Mr Cheney, who disposed of | 
his Halliburton options). The treasury secretary has promised to 
recuse himself from decisions affecting Alcoa—a ridiculous idea, 
since taken literally, this would mean everything from corporate 
taxation to exchange-rate policy. Mr Bloomberg has said he would | 
not sell his media company if he became mayor. But he has al- | 
ready talked of returning tax breaks worth $14.4m that the com- | 
pany received last year as an incentive to stay in the city. | 
The other source of unease would be Mr Bloomberg’s use of his | 

| 
| 
J 





own money to fight for office. Alone among possible candidates, 
he is unlikely to participate in the city’s voluntary campaign-fi- 
nance system, which he has called “an incumbent-protection 
programme”, But, unlike Mr Corzine, he has at least promised to 
publish his tax returns. It would be ironic—and, on reflection, ex- 
tremely unlikely—if the shopping and financial capital of the 
world were to balk at a rich businessman buying an election. Or as 
Mr Bloomberg has so artfully put it, “What’s a billionaire got to do 
with it? I mean, would you rather elect a poor person who did not 
succeed? Look, Pm a great American dream.” 
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Argentina? 


BUENOS AIRES 


Can Lopez Murphy save 


Growth must go faster if investors, and the IMF, are to feel happy 


NCE again, Argentina’s Alliance gov- 

ernment has been overtaken by events. 
Faced with faltering economic growth, soar- 
ing country risk (the interest premium Ar- 
gentina pays for its debt) and evaporating 
support, Jose Luis Machinea surprised Presi- 
dent Fernando de la Rua by resigning as 
economy minister on March 2nd. The Ar- 
gentine stockmarket rejoiced, surging by 2%. 
It went up another 8% after the weekend, 
when Mr de la Rua named Ricardo Lopez 
Murphy to succeed him. 

Investors, who never quite trusted Mr 
Machinea, positively like Mr Lopez Murphy. 
He is a conservative, a pillar of economic or- 
thodoxy and, to reinforce his neo-liberal cre- 
dentials, has a master’s degree from the Uni- 
versity of Chicago. His appointment has 
calmed their nerves. But Argentina is not out 
of the woods yet and, as if admitting this, 
share prices dropped by 2% on March 6th. 

In its attempts to break out of a recession 
that has lasted for 33 months, Mr de la Rua’s 
government has tried many a miracle cure 
before this one. First there were tax increases. 
They did not work. Then there was a huge 
bundle of public-spending cuts, worth over 
$900m, in May. No joy. In December, as ru- 
mours mounted that Argentina would de- 
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fault on its debt, Mr Machinea was obliged to 
negotiate a $39.7 billion credit line with the 
mk. Making a virtue out of necessity, the 
government launched a media campaign to 
assure the public that its measures made Ar- 
gentina a risk-free proposition and that 
growth was guaranteed. 

Barely two months later, with no notice- 
able upturn in demand, it is clear that the 
medicine has again failed. Continued stag- 
nation has hit tax revenues. They were flat in 
January, while spending was unexpectedly 
high; the result was a fiscal deficit in January 
of $940m. This means that Argentina will ex- 


ceed the spending limits it agreed to with the 
IMF by around $300m in the first quarter, ac- 
cording to Fundacion Capital, an economic 
think-tank. 

Mr Lopez Murphy has praised his 
predecessor, and will preserve many of his 
policies. But whereas Mr Machinea never 
quite seemed to believe in what he was do- 
ing, Mr Lopez Murphy has one absolutely 
clear principle: fiscal prudence. 

This sounds encouraging, but there is one 
large problem. Mr Lopez Murphy fails to in- 
spire either the less conservative wing of his 
party, the Radical Civic Union, or Frepaso, 
the leftist junior member of Mr de la Rua’s 
Alliance coalition. Tellingly, the leaders of 
both parties snubbed him by failing to show 
up at his inauguration. Moreover, although 
the cabinet resigned after Mr Lopez Murphy 
had requested it to allow ministerial 
changes, the ministers all promptly returned 
to their posts. 

This lack of support will make a great 
difference to what Mr Lopez Murphy can do. 
His first priority must clearly be to get the 
budget deficit under control. This means, 
first, spending cuts. But clamping down on 
Argentina’s pork-barrel tendencies, as well 
as curbing spending in the provinces, will be 
a tall order, especially with congressional 
elections coming up in October. The opposi- 
tion Peronists, who control the biggest prov- 
inces and currently have a majority in Con- 
gress, have said they will oppose most cuts in 
spending. 

Despite Mr Lopez Murphy’s pleas for 
support, he also faces opposition from his 
own side. Rank-and-file Frepaso members, 
in particular, will be unhappy at this latest 
turn to the right by the government, al- 
though Mrdela Rua will attempt toco-optits 
leaders with the offer of more posts in his ad- 
ministration. Skilled political deal-making 
(as well as efforts to persuade the Peronists of 
how deeply Argentina is in trouble) will be 
the key to driving through fiscal reforms; for 
although Mr de la Rua and Mr Lopez Mur- 
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phy can doacertain amount by decree, even 
decrees can be overturned. 

Nevertheless, the president clearly feels 
that the left, having helped him to power, is 
now a hindrance. He has already put out 
feelers to Domingo Cavallo, a political inde- 
pendent, who may be appointed governor 
of the Central Bank. Mr Cavallo enjoys pres- 
tige as the author of the convertibility system 
that pegged the Argentine peso to the dollar 
under the previous government. He also 
brings with him his own political party, Ac- 
tion for the Republic, which has about 10% of 
the deputies in Congress. 

Yet Mr Cavallo has his downside. He is 
heartily loathed by many members of the 
Alliance, and he also gets on none too well 
with Mr Lopez Murphy. (For example, Mr 
Cavallo, less rigorously orthodox in his 
thinking, would like some growth-spurring 
measures that the economy minister does 
not wantatall.) Foreign investors may regard 
these two as a dream-team on paper, but 
their closest point of agreement is that both 
would like to be president. That does not 
make for civil dealing. 

In the end, much will depend on Mr dela 
Rua’s leadership. The charge of vacillation 
that has been levelled at Mr Machinea has 
been levelled just as often at the administra- 
tion as a whole. The president’s new choice 
of economy minister has again bought him 
breathing-space. But, sooner or later, he will 
have to show that he is in command of the 
country, not just cabinet appointments. 








MEXICO CITY 


IME has never been a precise concept 

in Mexico. To be punctual for an ap- 
pointmentis rare, and to be ata party at the 
stated hour is considered almost bad man- 
ners. Now a surreal row over daylight sav- 
ing time is threatening to shatter this al- 
ready fragile notion of time into several 
different, and competing, pieces. 

In 1996, Mexico began moving its 
clocks forward an hour in the spring and 
back in the autumn. This brought the 
country into line with its new free-trade 
partners, the United States and Canada, as 
well as saving a purported $600m-worth 
of energy a year. But every spring has 
brought complaints that daylight saving 
forces people to get up in darkness, at least 
at the beginning and end of the periods. Vi- 
cente Fox, who became president last De- 
cember, therefore announced that sum- 
mer time would start a month later and 
finish a month earlier. 

The states along the northern border 
then started to worry about the effects on 
trade with their United States neighbours. 











Quebec 


Over to Landry 


QUEBEC CITY 


AN Bernard Landry take Quebec any 

closer to statehood? As the province's 
new premier was sworn in on March 8th, 
many hoped so. But the road ahead is hard. 

Lucien Bouchard, Mr Landry’s predeces- 
sor, resigned suddenly in January, despair- 
ing of the task. Mr Bouchard was a dynamic 
and magnetic leader, but his secessionist ar- 
dour was frequently in question; he had, 
after all, been a federal cabinet minister and 
an ambassador for Canada. The naturally 
quarrelsome Parti Québécois (PQ) bickered 
so much over the question of his zeal that it 
eventually drove him out. 

Mr Landry, who was formerly Quebec’s 
finance minister (and who managed to bal- 
ance the budget, though not without some 
creative accounting), is on the dull side. But 
his credentials in the independence move- 
ment are unequalled. Not only has he served 
as a loyal lieutenant to all four previous ro 
premiers, including Mr Bouchard, but he has 
been an indépendentiste for 40 years—well 
before the term was even thought of. 

The PQ government in Quebec is mid- 
way through its second mandate. The party 
has already held, and lost, one referendum 
on secession, in 1980. Support for separatism 
then fell away, until in 1984 the party shelved 
the idea. It almost fell apart as a result. Under 


Mr Landry, history will not be repeated. 

To prove it, he has been positively rude 
towards the rest of Canada in recent weeks. 
As finance minister, just after he had said he 
would seek the premier’s job, he refused an 
$18m federal grant for a zoo because, as a 
condition, he had to fly the Maple Leaf flag 
over it. “Quebec has no intention of whoring 
for bits of red rag,” he remarked. Later, when 
it was announced that the province would 
receive an extra $1.5 billion under the pro- 
gramme that redistributes wealth from 
richer to poorer provinces, Mr Landry said 
Quebec was humiliated to be considered a 
have-not. This prompted Ralph Klein, Al- 
berta’s premier, to call Mr Landry a greater 
threat to national unity than Mr Bouchard 
ever was. “Damn right,” Mr Landry replied. 

Yet while Mr Landry fires away with 
both barrels, support for secession in Que- 
bece refuses to budge from around 40%. And 
itseems tobe the last thing most people want 
to hear about. In the past, Mr Landry has 
hurt himself by ignoring popular sentiment. 
As Robert Bourassa, a former premier of 
Quebec, is reported to have said of him: “Al- 
ways brilliant. Sometimes intelligent.” 

Some of Mr Bouchard’s troubles with the 
PQ stemmed from his refusal to call another 
referendum after the pro-secession forces 
came within a percentage point of winning 
in 1995. Mr Landry, with his unquestioned 
dedication to the cause, will probably be for- 
given if he does not hold one. Opinion polls 
suggest that only 10% of Quebeckers want a 
quick referendum, and 49% never want one 





A change of tiempo in Mexico 


So the president said they could stick to a 
seven-month summer, starting in April, 
while the rest of the country would wait 
until May. 

Meanwhile, Andres Manuel Lopez 
Obrador, the left-wing mayor of the Fed- 
eral District (pF), the core of Mexico city, 
was not happy. He came to power in De- 
cember promising to review (ie, abolish) 
daylight saving time, which he sees as an 
imposition by the forces of foreign capital. 
DF residents were invited to call in for a 
telephone poll, which predictably found 
that most people were against changing 
the clocks. And so Mr Lopez, arguing that 
Congress alone should be the arbiter of 
time, asked the Supreme Court to overturn 
Mr Fox’s ruling and decreed that the DF 
would have no summer time at all. 

The uproar was immediate. Since less 
than half of Mexico city’s residents live 
within the limits of the pr, millions would 
have to change their watches every time 
they commuted to and from work. The 
education minister, Reyes Tamez, stood up 





for the president, insisting that no matter 
what time Mr Lopez said it was, schools 
would run tothe same time inside the pF as 
outside it. In response to protests from 
business, though, Mr Lopez relented a little. 
He offered to apply daylight saving time in 
the stock-exchange building, so that it 
could keep in step with New York. 

The Supreme Court has promised to 
rule before the days get too long. Some 
think, however, that Mr Lopez is interested 
only in publicity, his eyes already on the 
presidential election in 2006. If so, he has 
made a bad start. 








44 


THE ECONOMIST MARCH 10TH 2001 


again. He himself has said he would rather 
lay the ground first, doing all he can to estab- 
lish that, as he puts it, “historically, mentally, 
factually, Quebec is a nation.” 

His best chance to make his case, he had 
been hoping, would come in April, when he 
plays host to the Summit of the Americas in 
Quebec city. But Canada’s prime minister, 


Jean Chrétien, has announced that Mr Lan- 
dry’s appearances there will be restricted, 
mostly to meeting people at the airport; that 
if he wants to speak to other leaders, he will 
have to submit a request to the federal gov- 
ernment; and that he will certainly not be al- 
lowed to make a speech. Mr Landry is un- 
likely to take all that lying down. 





Brazil 


Fiscal prudence goes local 


CAMPO GRANDE 


Governors and mayors across Brazil are making unprecedented efforts to 
balance their books. There’s a big mess to clear up 


AMPO GRANDE, the capital of the state 

of Mato Grosso do Sul, is usually a tran- 
quil place. The state’s business is mostly 
farming, cattle and soyabeans, on flat bush- 
land; city life, as offered by Campo Grande, 
is clean and rather dull. In recent weeks, 
however, the state government's offices have 
hada spate of bomb threats. All were hoaxes, 
but they seemed intended to tell the gover- 
nor, Jose Orcirio dos Santos of the left-wing 
Workers’ Party (pr), that he 





seems to have forced his conversion is Bra- 
zil’s new fiscal-responsibility law, which 
came into force last May. This bans the fed- 
eral government from bailing out debt-rid- 
den states and cities, as it has done repeat- 
edly in the past; it limits federal, state and 
municipal borrowing and payroll costs; and 
it bans politicians from leaving their succes- 
sors a stack of unpaid bills. Offenders may 
be banned from office or even jailed. 





had infuriated some people 
with his programme to cut 
spending and reform the 
state’s finances. 

Mr Santos—much better 
known as “Zeca of the pr”— 
became governor early in 
1999 and, at first, behaved as 
you might expect of a former 
trade unionist whose party is 
the main opposition to Bra- 
zil’s government and its “fis- 
cal adjustment” programme. 
He promised to “govern for 
the workers” and gave big 
pay rises to teachers, health 
workers and police, taking the state’s already 
precarious finances closer to the brink. 

Then, suddenly, he did an about-face, 
launching a programme to reduce spending 
while boosting tax collection. The number of 
political appointees in the state government 
has been cut in half, to 1,600, and thousands 
of permanent staff are being offered volun- 
tary retirement. Loss-making state firms 
have been shut. Tax-dodgers are being pur- 
sued more assiduously, over-generous tax 
breaks to the state’s big meat-processing in- 
dustry are being scaled back, state workers’ 
pension contributions are being raised. As a 
result, the state’s finances have swung from a 
primary deficit (ie, a deficit even before pay- 
ing debt interest) toa primary surplus. 

Mr Santos—an emphatic man who 
shouts rather than talks, stabbing his finger, 
as though he is still addressing one of his un- 
ion rallies—claims, improbably, that he has 
always believed in sound finances. But what 
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Positive signs 
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Brazil's local primary budget* balances 
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come with economic growth, as much as of 
governors’ and mayors’ efforts to raise taxes. 
That said, in the past such extra revenue 
would have been frittered away on grand 
public monuments and jobs for the boys, 
not used to stabilise local finances. 

Still, such efforts can only be a start, not 
least because of the burden of debt left be- 
hind by previous governors and mayors. In 
Mato Grosso do Sul, the obsession of Mr San- 
tos’s predecessors with grandiose public 
works (including a $250m, or 500m reais, Pal- 
ace of Culture with huge expanses of pol- 
ished granite flooring) have left the state with 
debts of 4 billion reais, mostly with the fed- 
eral government. The repayments it makes 
under a deal with the national treasury are 
insufficient to cover the interest on the debt, 
so the lump sum owing continues to rise. 
Furthermore, the state has another 4 billion 
reais of unfunded pension liabilities. Mr 
Santos has started a pension fund, endowing 
it by selling a few state companies, but it re- 
mains far short of what is needed. 

The main danger, says Mr Velloso, is that 
one of the biggest states or cities may get into 
such a mess that Congress comes under irre- 
sistible pressure to rewrite the fiscal-respon- 
sibility law. Fortunately, the finances of Sao 
Paulo state, by far the largest, 
were stabilised under the six- 
year governorship of Mario 











Covas, who died this week. 





The wobbliest candidates are 








the states of Rio Grande do 
Sul and Minas Gerais and the 
city of Sao Paulo, all governed 
by left-wing opponents of 
Brazil’s president, Fernando 





Henrique Cardoso. The gov- 
ernor of Minas Gerais, ex- 








President Itamar Franco, trig- 
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The governor’s example is now being 
followed by the mayors of the state’s 77 
municipalities, says Adilson Trindade, po- 
litical editor of the local Correio do Estado. 
They are scrambling to comply with the new 
law, cutting their own and councillors’ sala- 
ries, exorcising “ghost” workers from the 
payroll and starting to charge local taxes, in- 
stead of simply borrowing or living off trans- 
fers from the federal and state governments. 

The good behaviour seems to be catch- 
ing. Since early 1999, when Congress started 
debating the fiscal-responsibility law, the 
states have gone from a primary deficit to a 
primary surplus; and the municipalities 
have stayed in primary surplus (see chart) 
even in the approach to last October’s local 
elections, traditionally a time of wild over- 
spending. Raul Velloso, who follows matters 
of public finance, says most of the improve- 
ment has been the result of more efficient tax 
collection and the higher tax revenues that 
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gered Brazil’s 1999 devalua- 
tion by threatening to default 
on his foreign debt; but after 
having his federal grants 
stopped by Mr Cardoso he relented, and has 
since been paying his bills. Sao Paulo’s new 
mayor, Marta Suplicy, whose incompetent 
predecessors left 18 billion reais of debts, has 
so far seemed determined to bring the city’s 
finances under control, conscious that her 
progress will affect her hopes of running for 
president in 2006. 

Mr Santos insists that Brazil’s recent con- 
version to fiscal rectitude is permanent. “The 
era of the big-spending state is over,” he says. 
That really depends on the politicians Brazil- 
ians choose to lead them in future. A promis- 
ing sign, says Mr Trindade, is that in Mato 
Grosso do Sul, as elsewhere, last October's 
municipal elections seemed to continue a 
trend in which voters have rewarded com- 
petent mayors and rejected populists. The 
governor will run again next year and, so far 
at least, no rival has come forward offering a 
return to the free-spending past. 
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INTERNATIONAL 


A war over drugs and patents 


JOHANNESBURG 


Although the legal battle in South Africa has been postponed, the war over 
providing cheap drugs for the poor goes on 


HEN it comes to disease, rich coun- 

tries are quick to share their wealth. 
For centuries, tuberculosis, measles and 
other ailments made inroads into much of 
the poor world, courtesy of the West. But 
they are less ready to share their pharma- 
ceutical solutions to these and other ills. 

Drug making is an expensive business, 
and pharmaceutical companies have largely 
concentrated their attentions on markets in 
industrialised countries (see chart), This is 
where they can recoup their hefty research, 
development and marketing costs. While 
millionsof people in poor countriessharean 
equal or greater need for these medicines, 
they lack the money to buy them at western 
prices. How to increase poor people’s access 
to costly, life-saving drugs is one of the most 
vexing questions facing governments, drug 
companies and medical charities. 

South Africa believes that it has come up 
with a solution, Four years ago, the govern- 
ment drafted laws that would give it more 
flexibility in procuring medicines either 
from homegrown sources or from cheaper 
foreign exporters, and has been working on 
the details ever since. In response, 39 
pharmaceutical firms are suing the govern- 
ment because, they claim, the changes 
would contravene South Africa’s constitu- 
tional protection of their patent rights. The 
case, which began on March sth, has been 
adjourned until April 18th. But the war of 
words outside the court continues. 

The government's argument is that hun- 
dreds of thousands of South Africans die ev- 
ery year from diseases, such as arps, tuber- 
culosis and malaria that could be cured, 
prevented or alleviated with drugs. Many of 
these are unaffordable, because of patents, 
which allow the inventors a monopoly of 20 
years from the date the patent is filed (ie, 
roughly ten years from the time the drug 
reaches the market). In order to save lives, the 
government says it should sometimes be al- 
lowed to infringe these patents. 

According to Patricia Lambert, legal ad- 
viser to the health minister, the government 
has proposed several ways of doing this. One 
is to allow “parallel imports”. This means 
that if the state can find cheaper supplies ofa 
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patented drug abroad than it can in South 
Africa, it may import them from a country 
with weaker patent laws without the patent- 
holder’s permission. An alternative is to al- 
low “compulsory licensing”. That means 
that, if the government deems a drug too 
costly, it can license a local generic manufac- 
turer to make it more cheaply or buy a ge- 
neric version from another country. 
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The drug companies argue that South 
Africa’s proposed compulsory-licensing law 
gives the health minister too much discre- 
tion. She will, they say, be able to grab their 
ideas without proper legal authority, and 
without adequate compensation. 

South Africa is unusual: it is really a 
small rich country within a large poor one. 
Under apartheid, the government was 
mainly concerned about the rich enclave, so í 
the country adopted western patent laws. 
Western pharmaceutical firms are anxious 
at the prospect of generic copies entering 
South Africa; they fear that these will leak 
out of the public health service and into the 
more lucrative private market in South Af- 
rica, or as far away as Europe or America. 

Last year, five companies offered certain 
African countries, including South Africa, 
discounts of 70-90% on several drugs to treat 
niv infection. Few governments took up the 
offers. A price war is now breaking out as 
drug companies fall over themselves to fight 
the threat of generic products and regain a 
toehold on the moral high ground. Merck, an 
American company, said this week that it 
was cutting the price in Africa of two of its 
Atps-fighting drugs to a tenth of what the 
drug costs in America. Other companies 
plan to follow suit. 

But the South African government ar- 
gues that the drugs are too expensive, even at 
bargain-basement prices. Although a couple 
of Indian companies have offered to sell ge- 
neric or copycat versions of some of the most 
expensive anti-H1v drugs at prices that are a 
fraction of those on the private market—and 
have been challenged by GlaxoSmithKline 
for doing this in Ghana—the South African 
government claims that even that is too 
much for the public sector to afford, and that 
other means must be found. 

The South African case has provoked 
hysterical claims on both sides, with drug 
companies accusing the government of pat- 
ent piracy and arps activists accusing the 
drug firms of genocide. The truth, unsurpris- 
ingly, lies in the middle or elsewhere. With- 
out patents, the arps drugs would not even 
exist. And although patents are clearly an 
obstacle to the distribution of the drugs, they 
are not the only one. Many poor countries 
have no patent laws at all, but still cannot af- 
ford even the cheapest generic drugs. Most 
African arns sufferers need adequate food 
and clean water before they need drugs. 

South Africa has at least 4m HIv-posi- 
tive citizens (out of a population of 43m), al- 
most none of whom can afford anti-arps 
drugs. The government admits that, even if 
Arps drugs were far cheaper, it would still be 
hard to get poor, illiterate patients to take the 
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BRUSSELS 


IMBABWE'’S despotic president, Robert 

Mugabe, paid a lightning visit to Paris 
and Brussels this week. His busy schedule 
included meetings with Guy Verhofstadt, 
the Belgian prime minister, Poul Nielson, 
the European Union’s commissioner for 
development aid, and Jacques Chirac, the 
French president. In between times in 
Brussels, his bodyguards punched a mili- 
tant British protester. 

Mr Mugabe’s visit was hailed as a pro- 
paganda coup back home. His meeting 
with Mr Chirac, he said, was excellent. But 
it may all ultimately backfire. Some mem- 
bers of the European Parliament were so 
disquieted by his reception that they are 
promoting a motion calling for the Eu to 
cut off development aid to Zimbabwe. 

According to Geoffrey Van Orden, a 
British conservative who is sponsoring the 
motion, the Eu is giving Zimbabwe de- 
velopment aid worth about 129m euros 
($120m)—a considerable sum for near- 
bankrupt Zimbabwe. Mr Van Orden and 
his colleagues in the European People’s 
Party, a centre-right grouping, are confi- 
dent that Parliament will support their 
motion on March 1sth. Although it will not 
have any binding force, it will certainly 





Mugabe's courtesy visit to Europe 


make life harder for those Europeans who 
want to pursue a strategy of “constructive 
engagement” with Zimbabwe. 

The European leaders who met Mr 
Mugabe have offered a variety of reasons 
for doing so. The French mutter platitudes 
about the importance of dialogue. The Bel- 
gians see Mr Mugabe as crucial to finding a 
solution to the civil war in Congo, a former 
colonial territory of theirs. But the relaxed 
attitude to high-level meetings with Zim- 
babwe presents a contrast to the EU’s ear- 
lier campaign—promoted by Belgium and 
France—to cut off bilateral meetings with 
Austria, because of the presence of the far- 
right Freedom Party in its government. 

The European Commission, for its 
part, talks of the need for “confidence 
building”. After lunching with Mr Mugabe 
in Brussels on March 5th, Mr Nielson went 
to talk to European parliamentarians 
about the Eu’s aid to Zimbabwe. They 
found him evasive. He spoke of a “choice 
between transparency and professional 
diplomacy”, and made it clear that the Eu 
intended to choose the latter. Even Britain, 
which has been particularly critical of 
Zimbabwe, has no plans to cut off its £12m 
($18m) a year of aid, arguing that such an 











Open door for a despot 


action would hurt the poor above all. 
Michael Gahler, a German Euro-mp 
who used to be a diplomat, argues that 
Zimbabwe is one country where a tougher 
policy might have a dramatic effect. “Con- 
structive engagement” might be the only 
option with a large well-established des- 
potism, which gives little sign of instability. 
But the Mugabe governmentis vulnerable. 








correct doses of dozens of pills at the correct 
time and with regular meals, as is required. 
In many rural areas, it would be impossible. 
Even in cities, health services are erratic— 
about 50% of drug stocks are reckoned to be 
stolen from public hospitals and clinics. It 
would, however, be feasible to cut the trans- 
mission of Arps from mother to child during 
childbirth by about 50% if the government 
would make generally available a simple, 
and cheap, treatment. It is reluctant to do so, 
though, partly because of its deep-seated 
hostility to the drug companies. 

Harvey Bale, the head of the Interna- 
tional Federation of Pharmaceutical Manu- 
facturers’ Associations, worries about the 
precedent that a defeat for the drug compa- 
nies in a South African court would set. He 
fears that other poor countries, which may 
also have profitable markets among their 
rich minority, will follow the lead and alter 
their patent legislation. Kenya has already 
announced imminent changes to its laws to 
allow the import of cheap generic drugs. 

The European Commission has recently 
endorsed the idea of discounted prices for 
poor countries, and drug firms are fearful of 
how politicians in America will respond. 
The companies are all too aware that fighting 
this sensitive battle does nothing for their 
image as a caring, sharing industry. 

a 





48 


Congo and Rwanda 


Marching out, and in again? 


PWETO. 


FTER more than two years of war, it is 
understandable that the slogan of the 
moment in Congo is to give peace a chance. 
Sadly, peace for this sprawling central Afri- 
can country requires a miracle, not a chance. 
Last week, true to its word, the Rwandan 
army pulled back 2ookm (125 miles) from its 
frontline positions in Pweto, a city in Ka- 
tanga province. Between 
2,500 and 3,000 Rwandan 
troops clad in gumboots 
marched back in single file 
to calls of encouragement 
from their senior com- 
manders. Rwanda calls this 
retreat “a goodwill gesture”, 
since it goes well beyond 
the terms of the 1999 Lusaka 
peace accord that called for 
a first-stage 15km_ with- 
drawal by all parties in the 
Congolese conflict. 

As the first group of 
Rwandan troops withdrew 
to Pepa, Rwandan-backed 
Congolese rebels occupied 
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the vacated positions. The rebel chief of staff 
reported that the Kinshasa government was 
strengthening its forces on the other side of 
the front line. He said that 2,500-3,000 re- 
inforcements had taken up positions 
around Lukonzolwa, some 50km along the 
shore of Lake Mweru from Pweto. They were, 
he said, a mixture of Interahamwe—the 
Rwandan militiamen who 
carried out the 1994 geno- 
cide—and a Burundian re- 


bel group based in Lubum- 
bashi, the capital of 
Katanga province. 


Probably, at this junc- 
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ture, Rwanda is sincere in its wish to with- 
draw from Congo and would be relieved if it 
were able to pull out completely. But it can 
afford to do so only if its own border secu- 
rity—concern for which prompted its entry 
into Congo in 1996—is resolved. All parties to 
the conflict are supposed to submit plans for 
disarming the militia groups, including the 
Interahamwe, by the middle of May. But if 
Rwanda has not yet succeeded in disarming 
the Interahamwe, the chances of anyone 
else doing so are slim. Nor, for that matter, 
with peace still remote, is it rational to expect 
the other half-dozen armed groups running 
around eastern Congo to agree quietly to lay 
down their arms. 


The Rwandans argue that, if the Congo- 
lese government withdrew its support in 
arms and supplies from the Interahamwe, 
the militia’s military capacity would shrivel. 
But, despite declarations by Joseph Kabila 
since he took over as president in January, 
Congo’s support appears to continue. 

United Nations peacekeepers have be- 
gun to deploy in Congo. The original man- 
date of 5,500 military observers has been cut 
to 3,000 and a handful of these, to be based in 
Pweto, are already struggling against impos- 
sible odds. How, indeed, can four men 
watch over a 100km swathe of countryside, 
dotted with burnt-out villages and two days’ 
drive from the nearest safe airstrip? 
= 





Israel 


All, or nearly all, behind the team 


JERUSALEM 


Ariel Sharon’s new coalition could even last the course 


ih See new government of national unity 
under Ariel Sharon got off this week to a 
comfortable start. The new prime minister’s 
policy speech was widely seen as states- 
manlike, considering his hardline record 
and the even more extreme complexion of 
some of his cabinet partners. Mr Sharon was 
ready, he said, to negotiate “realistic political 
arrangements” with the Palestinians, though 
“not under the pressure of terror and vio- 
lence”. His Likud party and Labour would 
work together in government “like real part- 
ners”. The unity alliance must usher in anera 
of national reconciliation. 

Mr Sharon did not say how he proposed 
to fight the Palestinian intifada. Labour, 
which holds the defence ministry, would 
presumably balk at any proposal to reoc- 
cupy territories held by Yasser Arafat’s Pal- 
estinian Authority. Yet Mr Sharon, much 
more pointedly than the outgoing prime 
minister, Ehud Barak, lays the blame for the 
violence at the authority’s doorstep. 

The festive mood of hugs and hand- 
shakes that pervaded the Knesset 
as the new ministers were sworn 
in seemed a far cry from the at- 
mosphere of fear almost palpa- 
ble on Israel’s streets. Hamas, an 
extreme Palestinian group, has 
threatened ten suicide bombs by 
way of welcome for the Sharon 
government. The first exploded 
in the coastal town of Netanya on 
March 4th, taking three Jewish 
lives. A Palestinian worker was 
severely beaten by a mob. On the 
streets there is a vague but intense 
expectation that the unity gov- 
ernment will “do something” to 
reduce the violence. The govern- 
ment’s current enormous popu- 
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larity could quickly dissipate if that expecta- 
tion remains unrealised. 

For some, the Labour-Likud partnership 
has already justified its existence, by pushing 
through a reform of Israel’s clumsy election 
system, devised a decade ago and regretted 
ever since. Hours before the new govern- 
ment was sworn in, the Knesset passed legis- 
lation restoring the old system. Instead of 
voting twice, once for prime minister and 
once for the party of choice, voters will again 
have only one ballot, which they will cast for 
a party, hoping that its leader will become 
prime minister. This ought, at least, to win- 
now out some of the smaller parties. 

The new law comes into legal effect at 
the next election. But its immediate effect 
will be to improve Mr Sharon’s prospects of 
staying in power until the end of the Knesset 
term in 2003, since his small coalition part- 
ners will be loth to bolt the government lest 
they disappear in a new election. Mr Sharon 
hopes to reinforce his eight-party unity co- 
alition with another three small parties that 





Sharon, the conciliatory statesman 


INTERNATIONAL 


found themselves edged out. The eight alone 
hold 78 seats in the 120-seat Knesset, leaving 
Mr Sharon’s majority at the arithmetical 
mercy of Labour with its 23 seats. 

In practice, the unity government's sta- 
bility and longevity will depend less on the 
nose-count than on the viability of the Li- 
kud-Labour alliance. That, in turn, will rest 
on the personal relations between Mr 
Sharon and Labour’s elder statesman, Shi- 
mon Peres, serving as foreign minister. 

“We've done this before,” the two old 
timers joked together at an informal first 
cabinet meeting on March 7th. They were re- 
ferring to the unity government that the two 
of them set up in 1984, under the rotating 
prime ministership of Mr Peres and the 
then-Likud leader, Yitzhak Shamir. That 
government held together for six years, 
chiefly because the main decisions were 
taken in a “prime minister’s forum”, com- 
prising Mr Peres, Mr Shamir and Yitzhak Ra- 
bin, far from the debating-club atmosphere 
of the full cabinet. Labour wants to see the 
same two-tier system installed again. 

Even if itis, it can probably only work as 
long as the rupture between the Palestinian 
Authority and the Israeli peace camp re- 
mains unhealed. Israelis blame Mr Arafat for 
the collapse of the peace talks and many 
have come to believe that so long as he is in 
power there will be no further thrust for 
peace. This makes it possible, they explain, 
for Labour to take part in a Likud-led gov- 
ernment. But several of Labour’s prominent 
doves, such as Yossi Beilin and Shlomo Ben- 
Ami, still oppose the unity option. 





Iran and Russia 
Friends by 
default 


TEHRAN 


H™ ORICALLY wary of the big country 
to their north, Iranians harbour anxi- 
eties about President Vladimir Putin’s asser- 
tive regional policy. They resent Russia’s ef- 
forts to control the distribution of oil and gas 
lying under the Caspian Sea, and they feel 
sympathy for their Chechen co-religionists. 
Yet when Muhammad Khatami visits Mos- 
cow next week—he is expected to go on 
March 12th but his dates sometimes slip—he 
will be hoping to set the seal on what officials 
from both countries are now calling a “stra- 
tegic partnership”. 

The arms trade is the cornerstone of this 
alliance. Iran’s armed forces need new kit, 
which the United States and Europe refuse 
to supply. Russia’s struggling defence indus- 
try needs hard currency. Shortly before Rus- 
sia’s defence minister visited Tehran last De- 
cember, the Russian government declared 
invalid a previous secret undertaking, given 
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to America, that it would suspend arms sales 
to Iran. Since then, officials from both sides 
have said that Iran might buy equipment— 
probably air-defence missiles, helicopters 
and attack aircraft—worth at least $2 billion. 

The twocountries have discovered com- 
mon interests. Before Mr Khatami’s election 








HE field officer of the United Nations 

refugee agency was desperately trying 
his satellite phone when rebel soldiers 
burst into his house near Gueckedou, in 
Guinea. Mensah Kpognon had known 
they were coming and was trying to sum- 
mon help. A visiting colleague from Cote 
d'Ivoire, Laurence Djeya, was hiding in the 
bathroom. The soldiers dragged both 
UNHCR workers outside, demanded 
money and looted the house. They told Mr 
Kpognon to start his car, but when he 
failed one rebel shot him dead. They took 
Ms Djeya away at gunpoint. 

Mr Kpognon’s murder, last year, drew 
little attention abroad. It came a few days 
after three expatriate UNHCR staff—Amer- 
ican, Ethiopian and Croatian-—were killed 
in West Timor, where they had been em- 
| ployed delivering food and medicine to 
| thousands of trapped refugees. They too 

had expected an attack and had sent terri- 
fied e-mails from their office to colleagues 
abroad. One wrote: 
These guys act without thinking and can kill a 
human as easily (and painlessly) as I kill mos- 
quitoes in my room. You should see this office. 
Plywood on the windows, staff peering out 
through openings in the curtains hastily in- 
stalled a few minutes ago, We are waiting for this 
enemy, we sit here like bait, unarmed, waiting 
| for the wave to hit. 





Minutes later, he and the others were 
murdered by militiamen angry at the 
= 


in 1997, the hardliners then 
running Iran thought of friend- 
ship with Russia as a way out of 
international isolation. Russia, 
they reasoned, would supply 
arms and diplomatic favours, 
and not ask awkward ques- 
tions about human rights. Rus- 
sia, for its part, saw the wisdom 
in cultivating a regional power 
that lay outside the orbit of the 
United States. 

Since then, the two have 
united to help Afghan groups 
opposed to the ruling Taliban, 
and to express their disquiet at 
NATO’s eastward expansion. 
Iran has obligingly bitten its lip 
on Chechen atrocities. A 
shared antipathy for American 
intervention in their areas has 
camouflaged points of conflict. Although 
Iran and Russia both want the main pipeline 
that will take Caspian oil to western markets 
to go through their own territory, they have 
come together hoping to resist American at- 
tempts to make sure it runs through neither 
(see page 30). And there is a chance, at least, 















that Mr Khatami and Mr Putin will use their 
forthcoming meeting to reach an agreement 
on how the Caspian Sea itself should be 
shared among its five littoral states. 

In theory, George Bush should be able to 
cool this budding friendship. Mr Khatami’s 
undeclared foreign-policy goal is not so 
much to improve relations with Russia as to 
reopen ties—first economic, then political— 
with the United States. There was alarm in 
Moscow last year when Bill Clinton lifted 
American sanctions on some Iranian goods, 
and when his secretary of state carefully ac- 
knowledged a history of American med- 
dling in the region. 

But, whatever Mr Bush’s scepticism 
about the usefulness of sanctions, he is un- 
likely to pursue a softer policy so long as Iran 
is suspected of using Russian technology to 
develop nuclear and biological weapons, 
devices that Iran’s ballistic missiles might be 
capable. of delivering to Israel, Meanwhile, 
Mr Khatami’s precarious domestic posi- 
tion—he is pecked by hawks—means that he 
is ill-placed to coax Mr Bush into friendly 
gestures. So lran’s friendship with Russia has 
acquired a momentum of its own. 








The dangers of trying to help 


death of one of their own leaders. Indone- 
sian police and soldiers, who were moni- 
toring events, did nothing to help. 

Two internal reports, assessing blame 
in each incident, have now been published 
by the unucr. They show that unarmed 
aid workers are increasingly vulnerable to 
violent attack. Civilian uN staff often arrive 
in dangerous places before peacekeepers 
do, and withdraw later. Too little concern is 
given. to their security, and understaffing 
and poor communication make risky 
places more dangerous. “We are good tar- 
gets, and in fact, also soft targets because 
there is no protection,” says Benon Sevan, 
the un’s security co-ordinator. 

Attacks on un staff have become more 
threatening and more common in the past 
decade. According to the uN’s security of- 
fice, 198 of its aid workers have been mur- 
dered since the first figures were compiled 
in 1992. More than half were shot dead. The 
ethnic violence in Rwanda and Burundi 
alone has claimed 52 lives. In addition 240 
workers (including 169 foreign staff) have 
been kidnapped since January 1994. In 
1999 alone, 292 incidents of rape, assault, 
robbery and carjacking were reported. 

These figures do not take into account 
accidental deaths, such as those of the four 
workers who died in January in Mongolia, 
when their helicopter crashed in a bliz- 
zard. They exclude soldiers killed on UN 
peacekeeping duty (1,654 died between 


1948 and July last year). And they leave out 
all non-governmental organisations, Al- 
though the un makes great use of NGO 
workers, and at times gives them protec- 
tion, it does not publish figures if they are 
hurt or killed. 


of his staff. He points to Afghanistan, An- 
gola, Sierra Leone and Somalia, where 
tighter rules, better training and a willing- 
ness to evacuate early keep down the uN 
casualties. And more professional guards 
would be useful. In both Guinea and West | 
Timor, the ones hired by the un ran off. 





Mr Sevan wants to improve the safety 








Killed, delivering help _ 
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EUROPE 


Oh no, not war in Macedonia 


as well 


SKOPJE AND PRISTINA 


Ethnic-Albanian guerrillas are spreading gunfire into Macedonia, and have 
now drawn it upon themselves from NATO 


RESH trouble was brewing in the Balkans 
this week, inside Kosovo and on its bor- 
der with Macedonia. The troublemakers in 
both cases: ethnic-Albanian guerrillas. 
The flashpoint this week was Tanusevci, 
a Macedonian mountain village near the 
border with Kosovo. It had been seized ear- 
lier by armed ethnic-Albanian gunmen 
from across the border. At first, President Bo- 
ris Trajkovski of Macedonia, on NATO’s ad- 
vice, reacted with un-Balkan restraint, 
though appealing for western assistance. 
That changed, though, when three Macedo- 
nian soldiers were killed on March 4th, two 
when their vehicle hit a landmine, a third by 
a sniper’s bullet. A day later, with the alli- 
ance’s approval, a heavy barrage from the 
Macedonian army drove the fighters back 
into Kosovo. And then the assistance came: 
on March 8th, narto troops, backed by heli- 
copters, went into the village. But only into a 
part that straggles into Kosovo, said NATO. 
Across the border, said a rival version. It did 
not matter much: Macedonia’s government 
was happy, and confrontation was on. 
NATO and its peacekeeping force, known 
as Kfor, arrived in Kosovo two years ago as li- 
berators of the ethnic Albanians there, after 


an 11-week campaign against their Serb op- 
pressors. But they have been increasingly 
needled by the guerrillas. The guerrillas’ ear- 
lier removal from Tanusevci had been 
closely watched, and at least indirectly 
aided, by Kfor’s local contingent, which 
happens to be American. With their helicop- 
ters and night-vision equipment, troops of 
the 82nd Airborne regiment watched the 
fighters scurry over the border to houses in 
Kosovo and exchange their black uniforms 
for civilian clothes. March 7th brought a 
clash between the American troops and a 
small guerrilla group. The western action on 
the border was the logical next step. 

Meanwhile, naro has agreed to allow 
Yugoslav forces battling with ethnic-Alba- 
nian guerrillas in Serbia itself to come some 
distance into a strip of land just across Ko- 
sovo’s eastern edge that was demilitarised 
under the June 1999 accord that ended 
NATO’s campaign against Yugoslavia. 

NATO’s decision to get tougher on ethnic- 
Albanian extremism did not come a mo- 
ment too soon, say Officials in Macedonia, 
where a Slav majority co-exists uneasily— 
but so far peacefully, on the whole—with an 
Albanian minority of 30-35%. Nor should the 
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skirmish at Tanusevci be viewed as an iso- 
lated incident, the officials add gloomily. 

The activities of ethnic-Albanian guer- 
rillas have caused an exodus of civilians 
from several other isolated, often snow- 
bound, villages near the border. It appears 
that veterans of the (supposedly disbanded) 
Kosovo Liberation Army have set up a Mac- 
edonian offshoot, similar to the extremist 
groups active in the Presevo valley, part of 
the demilitarised strip. Three Yugoslav sol- 
diers were killed by a landmine in that area 
on March 7th. 

Finding recruits for a new ragtag army, 
bent on making trouble in Macedonia, could 
be all too easy. Although it has spawned 
many flourishing small businesses—legal 
and otherwise—Macedonia’s Albanian 
community has an unemployment rate of 
more than 60%, compared with the national 
average of about half that. 

To ward off further incursions from Ko- 
sovo, Macedonia wants NATO to organise 
stronger border patrols, and keep them pa- 
trolling. Greece, whose peacekeepers are de- 
ployed in southern Kosovo alongside the 
Americans and Poles, has said it will contrib- 
ute. Bulgaria, a would-be Nato member 
with close ethnic and linguistic ties to Mac- 
edonia’s Slavic majority, has also offered to 
send military assistance. 

The Macedonian authorities for a time 
closed their northern border to all but Mac- 
edonian citizens returning home. Reservists 
are being called up to boost the size—if not, 
maybe, the limited skills—of Macedonia’s 
small and largely conscript army. Hundreds 
of policemen armed with automatic weap- 
ons guard the streets of Tetovo, the biggest 
ethnic-Albanian town, and Skopje, the 
country’s capital. 

Hopes are still high in Skopje that a seri- 
ous outbreak of ethnic violence can be 
avoided. Because the Democratic Party of 
Albanians—the community’s main political 
voice—has been asserting itself recently in 
the country’s ruling coalition, ethnic Albani- 
ans have been enjoying better access to jobs 
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and bank loans. But both the pra and the 
ruling vmro (an old Slavic-nationalist 
movement which is now relatively moder- 
ate and market-minded) have internal pro- 
blems that may distract them from the effort 
to keep the country stable. 

Ljubco Georgievski, the prime minister, 
isenmeshed in a telephone-tapping scandal. 
His powerful interior minister, Dosta Di- 
movska, is struggling to retain her job after 
the opposition Social Democrats handed 
over tapes, recorded by her ministry, of con- 
versations involving cabinet members, 
western diplomats and even Mr Trajkovski 
himself. Divisions are appearing in the DPA, 
because Arben Xhaferi, its sensible leader, is 
in poor health; and some of his rivals have a 
weakness for the notorious Balkan cigarette- 
smuggling gangs that prefer the region’s bor- 
ders to be loosely guarded. 

In Kosovo, meanwhile, politicians who 
speak for the ethnic-Albanian majority 
there have been distancing themselves from 
extremism, but also warning western gov- 
ernments not to make common cause with 
their Slavic rivals. One of them condemned 
NATO’S plans to give Yugoslav forces a 
slightly freer hand as a “provocation” that 
could plunge the region into fresh conflict. 

There is one small hopeful sign: the gov- 
ernment of Albania, though its writ hardly 
runs in the country’s wild northern fringe, 
has declared its respect for the territorial in- 
tegrity of Macedonia, implicitly renouncing 
any interest in the creation of a “greater Al- 
bania”. But will such sensible statements dis- 
suade the jobless young men of Tetovo from 
dreaming their nationalist dreams? Or from 
taking up arms to pursue them? 





Ukraine 


Power wins 


N APATHETIC, cynical population, plus 
a heavy-handed ruling elite that 
brushes off even the most corrosive scan- 
dals, is an unlikely recipe for a revolution. So 
ithas proved in Ukraine. The opposition had 
hoped to profit from its recent release of 
tape-recordings showing President Leonid 
Kuchma-—if they are authentic—to be utterly 
ruthless and foul-mouthed with it. Surely 
these would prompt enough outrage to force 
him to resign? Not so. In a few brisk minutes 
on March 1st, police cleared away a bunch of 
protesters who had been camping in Kiev’s 
main street, the only open sign of public dis- 
content. 

The opposition’s last hope is to release 
some even more damning tapes, if they exist, 
from the hundreds of hours’ worthit has. But 
even that might not work. Mr Kuchma sur- 
vives not through popularity but by patron- 
age, manipulation and force. The battle now 
is about the future of the government and its 
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Kiev: no campsite 


head, Viktor Yushchenko. 

The presidential camp has already 
scored two big victories. One was putting a 
deputy prime minister, Yulia Timoshenko, 
in jail. She had been trying to make big con- 
sumers of energy pay in cash. That annoyed 
the powerful tycoons around Mr Kuchma. 
The other was to nobble Mr Yushchenko 
himself. Reformists and foreign govern- 
ments saw him as a potential president. He 
was arm-twisted into signing a vituperative 
letter denouncing the protesters, who in- 
clude respected cultural figures and former 
dissidents, as fascists. 

Mr Yushchenko’s government, despite 
sniping from Mr Kuchma, was until recently 
the most effective and reform-minded in 
Ukraine’s sorry post-independence story. 
Although there has been little structural 
change and the country is desperately poor 
(even compared with Russia), the economy 
is stable and growing, and the state is paying 
its debts, at home and abroad. But the presi- 
dential camp now wants a tighter hold on 
power. Mr Kuchma says that ministers and 
senior officials who will not publicly de- 
nounce his critics must go. His own people 
are getting ready to replace them. 

Mr Yushchenko himself faces a no-con- 
fidence vote in parliament on April 5th. Hav- 
ing sacrificed his friends to placate his ene- 
mies, his position looks weak. One reason 
for keeping him on is to provide a figleaf of 
credibility to foreigners. Without him, Uk- 
raine will find it hard to win more money 
from the imr. His own thinking is that eco- 
nomics matters much more than politics, 
and that by swallowing hard and staying put 
as longas possible he can still serve his coun- 
try better than by resigning. The cost to his 
reputation is appalling. Many Ukrainians 
think he was blackmailed, or threatened. 

Other candidates for the prime minister- 
ship are circling. One is Viktor Medvedchuk, 
a deputy speaker of parliament and in priv- 
ate life a tycoon closely tied to Mr Kuchma. 
Another is the head of the tax service, My- 


kola Azarov, one of the president’s toughest 
and most powerful pals. He has just become 
leader (temporarily, he says) of a new politi- 
cal party. Mr Kuchma’s own position among 
his chums is weaker since the tapes scandal. 
If he resigns, the prime minister takes over as 
acting president. That would be a rich prize 
for a determined courtier. 

During the hullabaloo of recent months, 
ruthless and well-connected Ukrainians 
have stepped up their looting of the country, 
often in cahoots with their counterparts in 
Russia. A change in the government would 
make that even easier. Western countries, 
which badly want Ukraine to become a bet- 
ter neighbour, would find it even harder to 
help. The country is already a big source of 
smuggled people, drugs and weapons. For 
all his brave talk, Mr Yushchenko has barely 
scratched the incompetent, corrupt, Soviet- 
style bureaucracy that stifles economic re- 
form and tolerates crime. As in Russia, there 
is hope for the day when—if—a new post- 
Soviet generation takes power. But that still 
looks a long way off. 





Poland 


A third voice 


WARSAW 


ARLY this year, Poland’s ex-communist 

Social Democrats looked a shoo-in to 
win the general election expected in the au- 
tumn. Pollsters put them 30 percentage 
points ahead of the sickly Solidarity govern- 
mentled by Jerzy Buzek. No more. The Social 
Democrats are still well ahead, but for the 
first time in two years they are losing ground, 
thanks to a new liberal-conservative party 
that calls itself the Civic Platform, or plain 
Platform, which is bidding spiritedly for the 
middle ground. If it can keep up its momen- 
tum—opinion polls suggest that a fifth of the 
voters already back it—and if the right does 
not implode completely, it might hold the 
balance of power in a new parliament. 

Platform is the brainchild of Andrzej 
Olechowski, a former foreign minister who 
ran a good second, without any party sup- 
port, to the incumbent Social Democrat, 
Aleksander Kwasniewski, in last year’s presi- 
dential election. He is making an impact be- 
cause the assorted groups under the Solidar- 
ity umbrella and the Freedom Union are in 
disarray, their coalition having broken up 
last summer. Solidarity is ruling with a min- 
ority of seats in parliament. Many middle- 
class Poles, not least businessmen, now look 
to Mr Olechowski for a “third way” between 
the old left and the Roman Catholic tradi- 
tionalists and nationalists on the right. 

At first Mr Olechowski hesitated to 
launch a new party. But in late January he 
teamed up with two other prominent Poles: 
Donald Tusk, a rising star in the Freedom 
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Union, who had lost a bitter battle for that 
party’s leadership; and parliament's popular 
speaker, Maciej Plazynski, who had left Soli- 
darity after trying and failing to supplant its 
leader. Mr Olechowski will not compete in 
this year’s election, and will let Mr Plazynski 
head Platform in parliament. “I'm not a 
party animal,” he says. Cynics note that it 
would do him no harm to have been outside 
any parliamentary bickering when the next 
presidential election comes round, in 2005. 

Platform is worrying Leszek Miller, the 
Social Democratic leader. If in response to it 
he woos the middle-of-the-road voter too 
hard, he may annoy loyal socialists. He has 
already appalled modernisers in his party— 
and foreign investors—by hinting that he 
would sooner embrace the protectionist and 
backward-looking Peasants’ Party than the 
Freedom Union in a future coalition. 

But the Freedom Union and Solidarity 
look to be the real losers. Many followers of 
Mr Tusk who were shoved aside after his 
leadership bid failed have already defected 
to the new party, and Freedom may struggle 
even to cross the 5%-of-the-vote threshold 
for getting seats in parliament. Mr Olechow- 
ski has been courting Solidarity figures too, 
and even that party’s doughtiest supporters 
doubt that its fortunes will revive. 

Platform’s policies are vague. With un- 
employment back to 16%, its highest for six 
years, Mr Olechowski says he wants to “re- 
lease the Polish people’s energy” by loosen- 
ing labour laws, wiring up rural Poland, and 
bringing in a flat rate of income tax. That at 
least offers ammunition against the Social 
Democrats, who some suspect will retreat to 
old socialist remedies for unemployment. 

Just what Mr Olechowski’s blather 
about “civil society” amounts to, who can 
say? But maybe who cares? Poles like show- 
men and he is a master of the soundbite, un- 
like the Social Democrats’ dour leader. 
Moreover, he has a media-savvy campaign 
manager in Pawel Piskorski, the mayor of 
Warsaw, another ex-Freedom man. Poland 
has taken to free-marketry better than some 
other ex-communist states. Here, maybe, is a 
party to match: one that knows how to sell, 
without worrying too much what. 
= | 





Russia 


Land reform, 
kind of, maybe 


MOSCOW 


RIVATE land-ownership and political 

freedom usually go together. But not in 
Russia, where it is the powers-that-be, not 
the people, who decide about land. It has al- 
ways been that way. Before communism, 
there was a bit of public-spiritedness, a lot of 
capitalism, even the glimmerings of the rule 
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of law. But land? Russia’s rulers, whether 
tsars, Communists or post-Soviet bureau- 
crats, have never allowed their people fully 
to exercise the most fundamental of all 
property rights. 

Since the collapse of Soviet power in 1991, 
private land-ownership has been a classic 
Russian muddle: it exists in theory, not in 
practice. The constitution allows it. A presi- 
dential decree by Boris Yeltsin in 1993 laid out 
some of the basic rules. But a proper land 
code, explaining everything from mortgage 
rights to rules on how land can be used, has 
never reached the statute book. Now Presi- 
dent Vladimir Putin and the government 
want to get a move on. A land code will ar- 
rive shortly in the Duma, Russia’s lower 
house of parliament. But formidable obsta- 
cles remain. 

The main one is that strong vested inter- 
ests like things the way they are. Land is a big 
source of power and money for the bureauc- 
racy. Do you want to build a house? Then 











EUROPE 


business, is also a threat, though in some re- 
gions like Saratov and Tatarstan, local gover- 
nors have gone ahead and privatised land, 
with modestly encouraging results. Private 
farms are already more productive. 

This debate is dressed up in fancy lan- 
guage. Agrarian, nationalist and left-wing 
politicians talk of land reform in terms of the 
rape and pillage of Russian tradition. “It’s like 
selling your own mother,” says one. Collec- 
tivism, they say, is the natural state of affairs 
in the countryside. But there are serious wor- 
ries too. Unlike industry, much of which has 
been grabbed by a mix of Soviet-era manag- 
ers and new spivs, most land is at least still 
nominally in the collective hands of ordin- 
ary Russians. Alexander Solzhenitsyn, a vet- 
eran dissident, recently said that a free mar- 
ket in farmland would benefit “the greedy 
hands of robbers who have stolen billions 
from Russia”. He and others fear that, if big 
business gets its hands on agriculture, a new 
class of landless peasants will emerge. Rus- 
sians already hear the word latifun- 
diya and do not like the sound of it. 

Yet that debate is so far an artifi- 
cial one. Even if farmland were fully 
privatised, and could be freely 
bought and sold, demand for it is so 
low, supply so large, and prices so 
low, that there would be little early 
change. Private farmers, about 
260,000 of them, work abouta tenth 
of the total. But their problems are 
many, and their number is falling. 

The new code deals only with 
urban land, although it does not 
have the outright ban on sales of 
farmland that the rural lobby 





So what’s changed? 


pay a bribe. Do you want to buy a derelict 
factory, and turn it intosomething else? Pay a 
lot more. Do you want to build a large dacha 
in a nature reserve outside Moscow? Then 
you probably will not need to pay anything: 
that sort of thing is the privilege of top offi- 
cials and well-connected tycoons. 

In Russia’s provinces, land ranks along 
with the tax system as a huge source of con- 
trol and patronage for local leaders and their 
friends. Federal government landholdings— 
belonging to ministries, the presidential ad- 
ministration, the armed forces and security 
services—are vast, largely secret and fre- 
quently exploited for the private conve- 
nience and profit of officials. The openness 
thata publicly accessible land register would 
bring would be most unwelcome. 

Third, the agricultural lobby is nervous 
about upsetting the post-Soviet farming set- 
up. The remains of state and collective farms 
provide awful conditions for workers, low 
investment and poor yields—but rich pick- 
ings for farm bosses and their friends. Any- 
thing that would let private farmers flourish 
on Russia’s 200m hectares (500m acres) of 
farmland, whether as individuals or in agri- 


wants. Urban land reform has more 

support. Homeowners and busi- 
nessmen want secure title to the land on 
which their property stands. But there are 
stumbling-blocks. One is a cadastral survey, 
to give a clear definition of each plot of land. 
This is well advanced in some cities, far less 
so in others. Sergei Say, the civil servant who 
heads the federal cadastre service, reckons it 
will be five years before the land register is 
complete and publicly accessible. 

Another difficulty is that of getting deci- 
sions on land use, a notorious source of cor- 
ruption even in countries with far more 
honest public services than Russia’s. Even if 
the new law lays down the rules for chang- 
ing a plot, say, from industrial to residential 
use, local bureaucrats would find it hard to 
shake off old interfering habits. 

Clear new rules about land, even if lim- 
ited to some categories and hampered by 
bureaucrats, would be an encouraging sym- 
bolic step. But to make a real difference, they 
would need a lot of political oomph behind 
them. That is not yet in prospect. Mr Putin’s 
current plan seems to be to allow governors 
to interpret the new land code flexibly, re- 
gion by region. That sounds bad for reform. 
a 
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EUROPE 
France 


Far—right 
rumbles 


ORANGE 


S THE far right finished, just a flash in 

France’s political pan? Not if you listen to 
Jacques Bompard, mayor of Orange: of 
course he will be re-elected, if not in the first 
round of municipal voting on March 1th 
with an absolute majority, then certainly in 
the second round a week later, “and it'll give 
me a lot of satisfaction, after the attacks I’ve 
suffered from all sides.” 

Elsewhere, the reaction is more likely to 
be dismay. The 16,000 voters of Orange, a 
small town in Provence known to tourists for 
its Roman amphitheatre and Romanesque 
cathedral, will have chosen, again, a found- 
ing member and leading figure of the Na- 
tional Front (FN), a party proud of its racism 
and unabashedly narrow nationalism. 

Opinion polls suggest that France’s three 
other far-right mayors—Jean-Marie Le Che- 
vallier in Toulon, Catherine Mégret in Vi- 
trolles and Daniel Simonpieri in Marig- 
nane—will lose. That would make victory 
especially sweet for Mr Bompard: he is the 
only one of this Provencal quartet to have re- 
mained loyal to the Fn and its leader, Jean- 
Marie Le Pen. The others followed Bruno Mé- 
gret, husband of Catherine, when he split 
with Mr Le Pen and in 1999 formed a rival 
far-right party. 

Yet is Mr Bompard counting his chickens 
a little early? The extreme right is not just di- 
vided but in retreat. In the 1994 elections to 
the European Parliament (where Mr Le Pen 
was a vociferously anti-EU member), the FN 
won 10.5% of French votes. Its took 15% in the 
French regional elections of 1998. But then, in 
the European elections of 1999, it and its new 
rival shared a mere 9%. 

Why? Because of the split, in part. But 
more deeply because the basic ingredients of 
its message—native-born citizens (“the real 
French”) should have priority in jobs, hous- 
ing, education and health care, traditional 
politicians are all corrupt—are less appetis- 
ing now that unemployment is falling and 
the government has been run for four years 
by amanifestly strait-laced Protestant, Lion- 
el Jospin. Moreover, accusations of sleaze 
have spoiled the image of Mr Le Chevallier 
in Toulon, while in Vitrolles Mrs Mégret has 
fallen foul of the courts for trying to offer a 
“birth allowance” to new parents of French 
or European Union origin only. 

Mr Bompard has surely sensed the 
change. In 1995 he headed an EN list of candi- 
dates; now his list is called “Orange for You”, 
with no mention of his continued support 
for the rN. Why? Mr Bompard replies that 
now he has a balance-sheet of his perfor- 
mance—sound finances, lower taxes and 
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Bompard rebranded 


higher investment—to present to the voters 
and “the municipal elections are not a battle 
of political ideologies.” 

Tosh, say his opponents. The Socialists 
talk of taxes that are higher than in compara- 


ble French towns. Alain Agostini, leading an 
alliance of conservative parties, claims that 
Mr Bompard has concentrated his efforts on 
the town centre, neglecting the infrastruc- 
ture needs of Orange as a whole. Local vo- 
luntary and cultural associations complain 
that the mayor’s extreme views (at one point 
books by “foreign” writers were removed 
from the municipal library) have isolated 
Orange and deprived it of national and re- 
gional subsidies. 

Yet many small businessmen, including 
those who will not vote for him, praise Mr 
Bompard’s efficiency. He has an incum- 
bent’s momentum and power of patronage. 
His list of candidates neatly encompasses all 
sectors of the electorate except, you guessed, 
people of North African origin. And he faces 
four rival lists. In 1995, with both left and 
right split, Mr Bompard needed only 36% of 
the vote to win a three-way contest in the 
second round. He could do it again. 

No way, says Mr Agostini: in the second 
round, he and Claude Béroud, who leads a 
mostly Socialist list, will join in a “republican 
front” to defeat Mr Bompard. Anti-demo- 
cratic, complains the mayor, recalling that 
when he stood in Avignon for the National 
Assembly in 1993 it was an alliance of left 
and right that foiled him. 





The European Union 


Liberalise? Regulate? Both 


The European Union talks a lot about reform. Seen any lately? 


IKE lovers, European Union leaders use 
place-names as codes for past rendez- 
vous. “Maastricht” recalls the joys of mone- 
tary union, “Nice” a nasty week-end of bick- 
ering last December that ended in sullen 
agreement on institutional reform. Later this 
month the Ev’s 15 leaders will meet in Stock- 
holm. For what? Well, it is all to do with 
building on the spirit of “Lisbon”. 

At that summit last year, the EU 15 swore 
to make theirs “the most competitive and 
knowledge-based economy in the world” 
by 2010. Flannel, jeered their critics. But the 
Eu’s choice of rhetoric matters. To its free- 
marketeers—notably, Britain and Spain—a 
commitment toeconomic reform isa step to- 
wards control of the agenda. For there is a ri- 
val one, backed notably by Belgium and 
France, less concerned with economic re- 
form and more with building a “social Eu- 
rope” in which workers’ rights and extensive 
welfare systems are emphasised. 

At Lisbon, the 15 leaders agreed to open 
telecoms, transport, postal services and en- 
ergy to competition; to integrate financial 
markets; to set targets for job-creation; to cut 
red tape; to make it easier for Eu citizens 
moving country to have their qualifications 
respected. And that was just for starters, said 


the enthusiasts. From now on, every spring 
summit would be dedicated to promoting 
and monitoring economic reform. 

It is a rosy picture, but only half true. Ask 
liberalisers to point to reforms that have ac- 
tually happened and nearly always they will 
offer the same reply: “unbundling the local 
loop”—jargon for a recent Eu directive re- 
quiring telecoms companies to allow com- 
petition in local telephone and Internet ser- 
vices. The Eu 15 signed up to this, perhaps 
unknowingly, in Lisbon, so the Eurocrats 
had the power to put it through. 

And whatelse? Hm, er, well. What about 
all those high-sounding reports and studies 
that have been commissioned? And after all, 
“Lisbon” is a ten-year process, so you don’t 
expect everything at once, do you? 

The reality, though, is that many of the 
reforms approved there will be hard to push 
through. France’s powerful public-sector 
unions will make its government dig in its 
heels against the possibility of real foreign 
competition in energy and rail services. And 
even in Britain, Tony Blair, for all his liberal- 
ising slogans, is going slow over competition 
in postal services. 

There’s worse, though, than trouble get- 
ting the free-market agenda enacted. Parts of 
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THE DEMOCRATIC AND POPULAR 
REPUBLIC OF ALGERIA 
MINISTRY OF PARTICIPATION 
AND OF REFORMS COORDINATION 


Invitation to show interest for Investment Banks Services 
In the project for the Support of privatisation (PSP) 






This invitation to treat is with reference to the general notice 
of entering into contracts concerning the here above stated 
project, published in the magazine "U.N. Development 
business" of June 30th 2000. 











The Algerian Government contracted a loan with the 
International Bank for the Reconstruction and Development 






to finance the project for the "Support of Privation”. A share 
of this loan will finance the services of consultants and 







Investment banks necessary to this project. 
The Ministry of Participation and Reforms Coordination 
(MPCR) wishes to call upon the services of investment banks 








for the privatization of the economic public firms concerning 






mainly the following sectors : cement works and other 
construction materials, chemistry, tourism and the hotel 


trade, textile and leather industries, iron and steel industries, 








electric and electronics industries, food industry and great 
distribution. The cement factories will be first privatised. The 
selected investment banks must have a long-established 
experience in privatisation in these fields as well as in the 








economy in transition and in the emergent countries. 






The MPCR request all candidates interested in and matching 
the above-mentioned eligibility criteria to provide all 
information indicating their qualifications to carry out these 







services. 











The investment Banks will be selected in accordance with the 
provisions of the World Bank directives "Selection and work 
of Consultancy". 










The interested applicant Banks may obtain the necessary 
information at the address below, Tenders to be lodged with 
the address below at the latest on March 31st 2001. 







KN. ABID Coordinateur du Projet 
Cellule de Coordination du Projet 
Ministère de la participation et de la Coordination des 
Réformes 
Chemin Ibn Badis el Mouiz 
EI Biar, Alger 
Phone : 00 213 21 92 98 85// 
up to 93 extension 385 or 213 21 92 98 74 
Fax : 00 213 21 92 17 55 or 213 21 92 62 82 

E-mail : ABIDKN@hotmail.com 

Knabid@Wissal.dz 




































@ AMBA Accredited Degree. 
@ An intensive nine-month bilingual program (French/English). 


®@ The leading school in Political Science and Economics, 
founded in 1871. 


® A distinguished international faculty, 
@ An urban campus in the heart of Paris. 


Next information session in our premises: 
Thursday, March 15" 2001 at 6.30 p.m. 


174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél, : + 33 1 45 44.87 43 - Fax : + 33 145 44 88 92 
Website : http : //mba.sciences-po.fr - E-Mail : @sciences-po.fr 


ENPC MBA PARIS 


Accredited by AMBA 


MBA of the Ecole nationale des ponts et chaussées, 
(founded in 1747) 
STHHOHHERHRHESHHHHHHHHOHHOC OHHH HHH HEE HERE OH BRE HOE 
ssées, one of the most pres- 
offers full-time (13 months) 
This is an international, 


The MBA programme at the Ecole nationale des Ponts ¢ 
tigious Grandes Ecoles in France located in the heart 
and part-time (2 years) MBA courses, both taug 
innovative and entrepreneurial programme fost 

tural dimension in management, and the impact 


Global Vision 


Participants have the possibility 


combine their studies in Paris w 
exchange programmes and profes 
nal experience in a foreign coun 
(in the United States, Europe a 


The curriculum also: 
innovative use g 


curriculum based on his/her 
experience and professional ob 


gnement technique privé, 
: hee 7K 








a Gordian labour knot 


Spain cuts 


T LAST, Spain is to reform its labour 
law. The government waited months 
for employers and trade unions to agree on 
| changes. They didn’t, so now itis to impose 
its own version. Firing will be cheaper, hir- 
ing less risky. But the aim is not just a more 
flexible labour market. Some workers will 
| get more protection. The government 
hopes to widen and open the market, by 
taking into account the big social changes 
| since Spain escaped dictatorship. 

The trouble goes back to Franco's days, 
butis typical of any country with paternal- 
ist labour law: too much protection of peo- 
ple with jobs, too little opportunity for 
those who want them. In 1994, the then $o- 
cialist government made a change. It did 
not alter the huge payments for those 
thrown out of work—45 days’ pay, up toa 
maximum of 32 years’ pay in all, for each 
year in the job—that deterred employers 
not just from firing but therefore from hir- 
ing. But it brought in new, short-term con- 
| tracts that could be ended with no com- 
pensation at all. By now a third of Spanish 
employees are on contracts like this. 

In 1997, after a union-employer accord, 
the new centre-right government of Jose 
Maria Aznar went further. It cut 45 days’ 
severance pay to 33 (and the maximum to- 
kah S rio 











tal to two years’ pay) for most new hirings. 
But it tried to limit some of the excesses of 
short-term hiring, and to aid the hiring of 
those who find jobs hardest to get--young 
people new to the market, people aged 
over 45 and the long-term unemployed. 

Now the lower, 33-day limit to com- 
pensation will apply even more widely, 
but people on short-term contracts will be 
entitled to eight days’ worth. Women will 
gain from steps to encourage part-time 
work and to help get them back to jobs 
after having children. The government will 
pay carefully aimed subsidies to employ- 
ers’ social-security costs: 25%, for two years, 
for newly hired women aged 16-45, and 
100%, for a year, if the hiring comes within 
two years after childbirth; 50%, plus or mi- 
nus, depending on the details, for workers 
of either sex aged over 55. 

Neither employers nor unions, pre- 
dictably, are content. Employers have long 
since learned to use short-term hiring to re- 
duce their risks, but say their labour costs 
will still be too high. The unions say that 
Spain will still have far too many of its peo- 
ple working on short-term contracts and 
are talking of widespread strikes. 

That threat will cut little ice. Mr Aznar 
was re-elected last year, with an absolute 





the Eu’s agenda are actually anti-~market. 
Proposed changes to European labour 
laws~which may not even be discussed in 
Stockholm—are likely to make European 
economies less flexible, as well as riding 
roughshod over the much-abused principle 
of “subsidiarity”, which is meant to ensure 
that the eu makes laws only where there is a 
genuine need for pan-European legislation. 

The eu is poised to lay down a new piece 
of legislation on “information and consulta- 
tion” of workers. At present, all companies 
that straddle ev borders and have more than 
1,000 employees must inform and consult 
their staff before announcing any 
substantial restructuring. This ob- 
ligation is about to be extended to all 
EU companies with just 50 employ- 
ees or more—and regardless of any 
cross-border structure. The British 
and Irish governments have prot- 
ested: they say this amounts to com- 
pulsory “works councils”, entities 
alien to their national ways of doing 
things. The pair are almost certain to 
be outvoted by other eu members 
later this year. 

The ev is also poised to bring in 
new regulations on the use of tempo- 
rary workers from agencies. Accord- 
ing to McKinsey,a managementcon- 
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majority, mainly on the back of his success 
in liberalising the economy, and of the job- 
creation and growth that has lowered un- 
employment from 22% in 1996 to today’s 
13%. In many areas there is full male em- 
ployment, and immigrants now flood in to 
do the jobs that Spaniards no longer want. 

Yet unemployment among women is 
high: about 20%, double that of men. Many 
of those counted in the statistics are house- 
wives who have never worked outside the 
home. But they are not busy having chil- 
dren instead: the birth-rate has fallen 
sharply, to far below the “population-re- 
placement” level. Mr Aznar fears a day 
when an ageing native population relies on 
the social-security payments of immi- 
grants. Paradoxical as it sounds, the way to 
get more children may be to encourage 
women out of the home to earn enough for 
the family to support more. 

Youth unemployment, too, is high. 
Many young people get degrees in subjects 
that lead on to few jobs, and stay at home 
until they are well over 30. Over 70% of the 
young who do have jobs are on short-term | 
contracts. Meanwhile, there is a shortage of | 
skilled craftsmen in humbler activities. The 
constraints on firing, and therefore on 
long-term hiring, of young people, from 
the age of 16 to to 30 are being eased. 

In sum, undramatic, nuts-and-bolts 
changes, and no promise of Utopia—just of 
a better and fairer way of working life. 





sultancy, in 1996-98 such “agency work” 
accounted for 11% of all new jobs created in 
the zu. The agencies, allowing companies to 
respond rapidly to changes in demand, ex- 
emplify the economic flexibility that Eu gov- 
ernments claim to be striving for. Among the 
larger ev countries, the Netherlands and 
Britain have the lowest unemployment— 
and the highest proportions, in the total la- 
bour force, of agency workers. 

But Europe’s trade unions have the agen- 
cies in their sights, and may well win solid 
backing from the European Commission. 
The unions say that agency workers under- 





cut “real jobs”. Supposedly, unics, the Euro- 
pean employers’ federation, and its trade- 
union equivalent should argue this out. But 
their talks are going badly, and may break 
down on the eve of the Stockholm summit. 

The commission is then likely to propose 
a directive on temporary workers, making 
large concessions to those who want to regu- 
late the business: for example, requiring that 
temporary workers should be paid the same 
as the firm’s own employees, with extra pay 
in lieu of pension rights. Since labour issues 
within the ev are decided by majority vote, - 
those countries that object--Britain and Ire- 
land again—can expect to lose. 

Can this sort of regulatory zeal be 
compatible with the “spirit of Lis- 
bon”? Maybe not, but the fact is that 
both the liberalising and the regulat- 
ing instinct are powerful ones within 
the Eu. Declarations about a dy- 
namic, knowledge-based economy 
are habitually balanced by soothing 
syrup about the need for “social co- 
hesion” and “better” jobs. In the ap- 
proach to Stockholm and beyond, 
the proponents of economic reform 
will be proclaiming their success, 
suggesting that they are sweeping all 
before them. They are not. 
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Jaime Mayor Oreja, Spain’s tough Basque 


E HAS just stood down from one of Spain’s toughest jobs: that 

of interior minister, heading the fight—on all Europe’s behalf, 
he insists—against illegal immigration and, harder still, against 
Basque-separatist terrorism. But only to take up another just as dif- 
ficult: “Don Tranquilo” (Mister Calm), as Jaime Mayor Oreja’s staff 
call him, is the choice of Spain’s governing People’s Party to lead its 
challenge in the Basque regional elections on May 13th and then, 
the pr hopes, to head a non-nationalist regional government there. 

Calm he may be, brave he must be. Mr Mayor Oreja, a Basque 
himself, will now become an even more attractive target for eTa’s 
gunmen. “Td no choice,” he says. “How could I face members of 
my party who have withstood threats and constant attacks from 
ETA since we came to power [in 1996}, if I weren’t willing to do the 
same myself?” His decision will do him no harm politically. In 
opinion polls, Mr Mayor Oreja is rated 
top of Jose Maria Aznar’s cabinet team, 
and he is considered a possible succes- 
sor when the prime minister steps 
down, as Mr Aznar has said he will, at 
the end of his current term, in 2004. 
Moreover, Mr Mayor Oreja’s calm co- 
exists with a steely, almost obsessive, 
determination to push through poli- 
cies that deeply divide Basques. He in- 
sists that Eta can be defeated through 
concerted police action. He also argues 
that the mainstream, non-violent, 
Basque Nationalist Party (pNv) must 
be ousted from the regional adminis- 
tration, which it has controlled—and, 
he maintains, abused—since Spain’s 
system of regional governments was 
set up some 20 years ago. 

After General Franco’s death, 
Madrid politicians deferred to the Pnv, 
feeling compensation was due for the 
dictator’s crude repression of Basque 
nationalism. Now, Mr Mayor Oreja ar- 
gues, “the time for guilt is over”. As he 
runs through the past century of 
Basque history, when the nationalist 
movement was cemented after wars 
between rival pretenders to the Span- 
ish crown, he insists that Basques now 
enjoy more political freedom than ever before. They can pursue 
their aims, independence included, peacefully and through exist- 
ing mechanisms; phooey to the pnv’s (and e1A’s) long-standing 
demand for the “right to self-determination”. 

When era declared a ceasefire in September 1998, ordinary 
Basques welcomed the news with relief. Mr Mayor Oreja, in con- 
trast, insisted from the start that this was a ruse to gain political 
concessions. He won few friends. Mr Aznar took the advice of 
other counsellors, familiar with Northern Ireland’s peace process, 
who advocated talking to era. But the government offered no con- 
cessions of political substance, and the brief talks got nowhere. 
When eta ended the truce in December 1999, and soon started to 
kill again, Mr Mayor Oreja felt vindicated. But many Basque na- 
tionalists believed he had sabotaged what they considered a real 
chance for lasting peace. To such people, Mr Mayor Oreja, born in 
1951 in the Basque resort of San Sebastian, is a traitor:a Basque who 
refuses to speak Basque, a member of the bourgeoisie who has 
sold out to Spain. era has put him top of its hit-list. 








The risk that means to his wife and their four children is the 
one thing he regrets about his political vocation. Family is impor- 
tant to him. It was his uncle Marcelino, until recently an eu com- 
missioner, who drew him into politics in the late 1970s, when he 
was a promising law student. Spain was in the throes of transition 
to democracy, and candidates were needed for the Union of the 
Democratic Centre (uco), the new Christian-democratic party. 
Mr Mayor Oreja is the only survivor of a tight group of four friends | 
who worked for the ucp. The others were all killed by eta; one | 
only hours after he had escorted Mr Mayor Oreja’s then girlfriend, | 
Isabel, now his wife, home after an evening at the cinema. Mr | 
Mayor Oreja pressed on, leaving Basque politics only briefly, when | 

| 
| 
| 
| 
i 
| 
| 
| 
i 





the ucp disintegrated. In 1989, Mr Aznar persuaded him to re- 

found the centre-right there, on behalf of its replacement, the pp. 
Religion is the other linchpin of Mr 
Mayor Oreja’s life. “He is more Chris- 
tian than democrat,” says Carmen 
Gurruchaga, a Basque journalist who 
knows him well. Even as a youth he 
was devout, says one of his teachers at 
the elite Marianist school he attended. 
Mr Mayor Oreja insists he experiences 
no moral doubts over his tough stand 
against the terrorists, not even as he 
comforts the families of their victims. 
But he does admit to a sense of failed 
responsibility during those periods 
when eta has gained the upper hand 
over the police. He makes frequent ref- 
erence to the precise number of people 
killed during his tenure as interior 
minister, 47. It is far fewer than in the 
early 1980s, when more than 100 peo- 
ple were killed in a single year, but still, | 
he is very conscious, too many. One | 
notorious killing above all sticks in his | 
mind: that of Miguel Angel Blanco, a | 
young pp councillor, who was kid- | 
napped in July 1997 and killed 48 | 
hours later after the government had | 
rejected era’s demand that all era | 
1 





prisoners should be moved to jails in 
the Basque country. “It was murder in 
slow motion,” says Mr Mayor Oreja. 
The murder brought millions of Spaniards, including Basques, on 
to the streets demanding an end toeta violence. They have contin- 
ued to protest that way after every subsequent killing; clear proof, 
says Mr Mayor Oreja, that they have had enough of the climate of 
fear created by eta—with, he claims (and the pnv fiercely denies), 
the tacit backing of the mainstream nationalists. l 
Opinion polls suggest that the pp may win the most votes in | 
the Basque region, and perhaps indeed be able, given Socialist 
backing, to form a government. To be the regional premier of all 
Basques, not just those who see themselves as Spanish, would be 
the biggest test of Mr Mayor Oreja’s career. His priority, he says, | 
would be to restore freedom to a region that lost it under Franco | 
and then again, in his version, under the pnv. He reminds sceptics | 
that he was strongly in favour of Basque devolution. | 
| 





And if the pp does not win? That would not necessarily scup- 
per his chances of succeeding Mr Aznar in the prime ministership. 
Win or lose, Mr Mayor Oreja will have demonstrated the quality 
Spaniards value most in their politicians: cojones, balls. 
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AIR TRAVEL 





IVIL AVIATION is a tale of two contrasting 

trends: one is strong growth in sales and profits 
for the world’s airlines, the other is increasing mis- 
ery and dissatisfaction for travellers, especially in 
America and Europe. For an industry that collec- 
tively lost $15 billion in the first few years of the 
1990s, the past five years have brought a welcome 
change. The net profits of all scheduled airlines 
worldwide rose from $4.5 billion in 1995, when the 
boom began, to $8.5 billion two years later. Although 
in the past few years profits have been dented by 
the knock-on effects of the Asian crisis and the tri- 
pling of oil prices, they remain substantial. How- 
ever, the airlines are having to work harder and 
harder for them. The average consumer is paying 
70% less per passenger-mile in real terms than 20 
years ago, and revenue per seat is declining by an 
average of 2% a year. 

At the same time consumer dissatisfaction with 
air travel has reached a new peak in America after 
two summers of appalling disruption. Hardly a day 
goes by without some congressman berating the air- 
lines for their general inefficiency, their callous dis- 
regard for passengers, and their greed in gouging 
business travellers with steep fare increases on pop- 
ular routes. Hollywood has even started making 
movies that incorporate the horrors of air travel in 
the plot. For American consumers, airlines have 
taken over from mos (the controversial health- 
care companies) as public enemy number one. The 
announcement last May of a merger between 
mighty United Airlines and its smaller rival us Air- 
ways met with universal hostility. Seeing what a 
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poor job the airlines were doing, Americans refused 
to believe that bigger would mean better. 

Moreover, the airlines are now being attacked 
by environmentalists for contributing to global 
warming as well as causing noise pollution around 
airports. Although jet engines today are much qui- 
eter than they were even ten years ago, the huge rise 
in the number of flights makes the problem more 
pervasive. To cap it all, consumer groups are now 
lambasting airlines for squashing in too many peo- 
ple. Sitting still for long periods in cramped condi- 
tions, they say, can cause a condition known as 
deep-vein thrombosis (the formation of potentially 
lethal blood clots). Some carriers, including Ameri- 
can Airlines, are taking out a few rows of seats to 
create more space for economy passengers to move 
around in. But dissatisfaction keeps rising. 

Why is the industry failing to keep its customers 
happy? One answer is that it has been growing so 
fast, even in a supposedly mature market such as 
America, that the airlines, and the air-transport in- 
frastructure of airports and air-traffic control, have 
simply not been able to keep up. Although the air- 
lines like to say that 70% of delays are caused by the 
weather (ie, are not their fault), many of these delays 
could in fact be avoided or shortened if the system 
worked better. 

But consumer pressure in response to grid- 
locked skies is only one force for change in the air- 
travel industry. Equally important are the parallel 
trends of privatisation and liberalisation, which are 
proving unstoppable. In America airlines have al- 
ways been private, but elsewhere one national flag 


Airlines are 
ee Beie e 
again, but they 
are also making 
their growing 
number of 
passengers 
miserable. They 
need to find 
ways of doing 
the one without 
the other, says 
lain Carson 

























ownership into the private sector. The 70-odd air- 
lines in which governments still have a majority 
stake will gradually be sold off. In the past few years 
the biggest wave of privatisation has been in Eu- 
rope. National carriers such as Germany's Luft- 
hansa, Air France and Spain’s Iberia have all been 
opened up to private capital, following the example 
of British Airways, which was sold off in 1987. Now 
Asian airlines may be going the same way. 

As governments are relieved of the burden of fi- 
nancing the investments of these often loss-making 
concerns, they become less anxious to protect them 
with rigid bilateral air-traffic agreements. This has 
already led to liberalisation in Europe (some 20 
years after America), and is progressively opening 
up other international routes. Liberalisation within 
Asia is also proceeding rapidly. The combination of 
privatisation and liberalisation has created a new 
force for change. As Chris Tarry, transport analyst at 
Commerzbank in London, points out, airlines are 
no longer just chasing increased revenues or market 
share: “Shareholder value is increasingly seen as the 
key performance driver.” In other words, airlines 
have joined the rest of the business world. 

It is a puzzling paradox that an industry which 
has done so much to foster globalisation has itself 
been stuck in a regulated environment with a purely 
national ownership structure and protectionist 
trade rules. In 1945 the number of passenger jour- 
neys made by air was only 9m; last year it was over 
1.6 billion. Some 40% of the world’s manufactured 
exports (by value) is transported by air. In order to 
serve businesses that operate on a global scale, the 
airlines are having to find ways around the con- 
straints, Multinationals with factories and offices 
around the world want one-stop shopping with an 
airline that can send passengers to any corner of the 
globe. This has prompted the creation of airline alli- 
ances, which attempt to weave the operations of 
separate airlines into a coherent network but stop 
short of full mergers. 

The number and shape of such alliances will be 
governed by another force for change—the consoli- 
dation of the industry that is now under way in 
America. As America scales down its Big Six list of 
top airlines, the world is likely to end up with three 
or four big alliance groupings. “The number of alli- 
ances will be as many as there are large us partners,” 
says Friedel Rodig, who ran the Star Alliance 
(dominated by United Airlines and Lufthansa) until 














carrier after another is passing from government 


last month. “It is vital for each alliance to have a | 
footing in the us.” | 

This may look like a worrying return to the oli- | 
garchy in the airline industry that prevailed in 
America before deregulation in 1978. But alongside | 
the mainstream carriers and their alliance partners 
now fly the low-cost carriers, such as Southwest Air- | 
lines and Jet Blue in America, and EasyJet and Ryan- 
air in Europe. They offer an alternative model of air 
traffic—~short-haul, point-to-point flights—-which 
has been so successful that it is now exerting further 
pressure on the mainstream carriers to shape up. 
Southwest and Ryanair have the highest margins 
and returns on assets of all the airlines. 


Wonders of the web 


The Internet is also beginning to reshape the indus- 
try. Already airline tickets are the biggest-selling 
commodity on the web. For some budget carriers, 
online sales now make up 90% of the total, although 
for mainstream airlines the share is still below 5%. 
One big advantage of the Internet is that it gives con- 
sumers access to better information about what is 
on offer. Conversely, as more people buy their tick- 
ets online, the airlines get to know more about their 
customers’ needs and preferences. By hooking up 
powerful databases to interactive websites, they can 
dive deeply into “customer relationship marketing”, 
as it is known in the jargon. The idea is to bind a cus- 
tomer into travelling with your airline, rather than 
anyone else's, by offering tailor-made deals reflect- 
ing his known preferences. 

The Internet will also change the passenger’s ex- 
perience of a flight. With online or telephone book- 
ing ever more prevalent, paper tickets are becoming 
redundant. Bob Crandall, a legendary boss of 
American Airlines (now retired), used to lament that 
airline passengers turned up at the airport anxious 
to do one thing—board the aeroplane—only to find 
they had to face barrier after barrier, as if the airline 
was trying to stop them. Now, on many airlines, 
passengers need nothing more than some form of 
identification, a code number and/or their credit | 
card to board the aircraft. The Internet will invade | 
the aircraft cabin itself, too, along with live televi- | 
sion, as broadband connections start to be offered. | 

Other than that, no great technological leap | 
awaits air travellers. Ten years hence, aircraft will | 
still be metal tubes with wings and lots of seats. But | 
the queues might get bigger with the arrival of the | 
new double-deck superjumbo, the Airbus 380, ca- | 
pable of carrying 550 passengers in its first version | 
but perhaps up to 800 later. Boeing does have a | 
revolutionary “blended wing body” (pws) aircraft | 
undergoing model-flying tests, but that is stillalong | 
way off. The concept of the “flying wing” was de- | 
veloped over 50 years ago, but up until now it has | 
been used only for military aircraft such as the | 
stealth bomber. In theory, its superior aerodynam- | 
ics could cut fuel costs by up to one-third. | 

Will such aircraft sell in large numbers? It de- | 
pends on which way the industry goes. If today’s | 
regulated structure prevails, then huge aircraft will | 
have the advantage. But if globalisation and deregu- 
lation make it easier for airlines to fly direct to any | 
destination without going through big international | 
hubs, the giant Airbus may have less of a role. 
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Opening wider 


HE die was cast for aviation in 1944, at a 52- 

nation conference called the Chicago Conven- 
tion. The United States wanted global open skies (on 
its terms, of course) for the new civil-aviation indus- 
try that was bound to emerge from the technical ad- 
vances of military aerospace. But, perhaps because 
of the wartime setting, almost all the other nations 
identified aviation with national security; so they 
went for a regime based on national ownership and 
a system of designated flag carriers. Their operations 
would be governed by bilateral air-service agree- 
ments that would regulate which airlines flew 
where, when, and at what fares. Technical and 
safety matters would be taken care of by a new 
body, the International Civil Aviation Organisation 
(1cao), part of the United Nations. 

The result was a highly regulated industry, but 
at least it worked. Aircraft became more reliable and 
safer, especially after jet engines came into wide- 
spread use with the Boeing 707. Passengers could 
buy one ticket that was valid for different legs of a 
journey on different airlines. This “interlining’ was 
made possible because airlines could pool revenue 
(with the notable exception of routes to and from 
America) and discuss fares so that they could agree 
on the value of each part of the journey. 

Unfortunately this system, organised under the 
auspices of the International Air Transport Associa- 
tion (IATA), also encouraged collusion on fares, 
which tended to be set behind the potted palms at 
IATA conferences rather than by the free play of 
market forces. Pierre Jeanniot, 1ATA’s director-gen- 
eral and a former boss of Air Canada, recalls the 
early days of the raTa system. “In those days an air- 
line was driven by operations [the practicalities of 
getting people from a to s on time,” he says. “With 
traffic growing at 15-20% a year, there was no mar- 
keting. That came only in the 1970s, once natural 
growth slowed down and there was competition 
from the likes of Freddy Laker and Max Ward [of 
Wardair|.” But in the early 1990s the old 1aTa system 
began to crumble. Under Mr Jeanniot’s leadership, 
the organisation has now become a champion of 
market forces. It even wants to have air-traffic man- 
agement run by commercial service providers. 

In America in the late 1970s President Carter’s 
administration pushed for deregulation in the inter- 














Have you heard the one about open skies? 
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nal market, in response to the growing consumerism 
of the time. The airlines fought it fiercely until Un- 
ited Airlines broke ranks to support the plan pro- 
posed by Fred Kahn, the economist advising the 
White House on this matter. Hundreds of small 
start-up airlines rolled down the tarmac, most of 
them to disappear without a trace. The most signifi- 
cant survivor was Southwest, which had been op- 
erating only in Texas until deregulation allowed it to 
spread its wings. 

Europe took 15 years to follow American deregu- 
lation, but given that most European airlines were 
still state-owned when the process began there in 
1993, its progress has been remarkable. Since the 
mid-1990s airlines have been able to fly virtually 
anywhere they want to within the European Union. 
Airlines from one Eu country, such as British Air- 
ways or KLM, are also free to set up in another—as 
indeed both these carriers have done. 

In the early 1990s the Americans launched a roll- 
ing programme to create “open skies” with as many 
countries as would agree to liberalise their tradi- 
tional bilateral air treaties with the United States. 
The basic template was to allow any airline in each 
of the countries to fly between the two countries 
with minimal restrictions. Routes, frequencies, fares 
and schedules were all up to the airlines’ commer- 
cial judgment. In the open-skies deals with Ger- 
many and the Netherlands, the Americans even 
conferred antitrust immunity on the pooling of rev- 
enues, schedules and fares between airlines within 
an alliance. In all, some 40 such deals were struck 
around the world, and they undoubtedly prised 
open international aviation. 


Free, up to a point 

That was a laudable cause, but it is fair to say that 
the Americans also had another purpose in mind: to 
promote the interests of their own carriers. All the 
deals were between America, a country that ac- 
counts for over a third of the world aviation market, 
and one with a much smaller share and usually only 
one international airline. The main bone of con- 
tention is the right to pick up traffic in the destina- 
tion country and either fly it on to another destina- 
tion within that country (known as “cabotage”), or 
to a third country (“fifth freedom”). Rigas Doganis, 
an aviation consultant, explains the problem in an 
excellent new book (“The Airline Business in the 21st 
Century”, Routledge): 


While us carriers can fly from any airport in the United 
States to a wide range of airports in the EU, European air- 
lines can only operate to the United States from their own 
country. Consequently they cannot exploit fully the whole 
EU market of 360m passengers...In addition, us carriers ob- 
tained and in many cases used extensive [fifth freedom] 
rights between European points which are now essentially 
domestic sectors within the European Union. Yet European 
airlines cannot enjoy the equivalent rights to serve city 
pairs in the United States. 


In other words, the mighty United States has 
picked off European markets one by one while pre- 
venting foreigners from owning airlines in America 
and stopping them from picking up passengers at 


But not wide 
enough yet 
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“Welcome to the all new Airbus A380. We’re pleased to offer 5 Star accommodation on two full length widebody decks today. 
Giving our guests more personal space than ever before. Feel free to relax with a drink at the bar, have a wander around or do 
a bit of duty-free shopping. Of course, we have the very latest in-flight entertainment systems on board, along with the new 





generation Airbus e-services. And when it’s time to retire, relax in the knowledge that AIRBUS 


will enjoy the most luxurious night's sleep you've ever had in the sky. We hope you will 


enjoy your stay..” The Airbus A380. Room, with service. At an airport near you from 2006 @ SETTING THE STANDARDS 


http://www.airbus.com 














l 











The loneliness of 
the long-distance 
carriers 

















more than one American city. In the past year the 
European Commission has launched legal proceed- 
ings against the eight open-skies deals America has 
with £u countries, on the ground that they are 
against £u single-market rules. 

But the Europeans have only themselves to 
blame, because their governments have refused to 
delegate negotiating powers for aviation to the 
European Commission. However, in the past 18 
months the European airlines have suddenly come 
round to favouring a deal with America, code- 
named the tcaa (transatlantic common aviation 
area), which is now being promoted by the gv trans- 
port commissioner, Loyola de Palacio. Ifa TCAA ever 
comes about, it will liberalise air travel between the 
world’s two biggest regional markets. It will also en- 
courage Asia, which plans to move swiftly towards 





Huddling together 


ICHAEL PORTER, a Harvard management 

guru, once observed that alliances tended to 
be “transitional devices”, most often found in 
“industries undergoing structural change or escalat- 
ing competition, where managers fear that they 
cannot cope”. Remember that next time someone 
makes fancy claims about seamless global travel 
with this or that airline alliance. However, the avia- 
tion industry’s excuse for resorting to alliances is 
better than most: the rules that forbid foreign take- 
overs and deny foreign airlines the freedom to oper- 
ate within other countries’ domestic markets are in- 
deed a serious obstacle to the industry’s efficient 
operation. 

The 580 alliances, involving 220 
airlines, recently counted by Airline 
Business, a monthly magazine, in- 
clude a vast range of different ar- 
rangements. At the most basic level, 
an alliance may be simply a joint 
marketing deal known as code- 
sharing, in which two airlines put 
both their identification codes on a 
flight and they both sell it, even 
though only one operates it. This 
also allows the allied pair to label 








two flights they operate separately 
as if they were a through flight, 











regional free trade in aviation. 

The big obstacle to a tcaa is a long-simmering 
row between those two champions of free trade, 
America and Britain. As things stand, only two 
American airlines—United and American—are al- 
lowed to fly into London’s Heathrow; the rest must 
use Gatwick or provincial airports. By contrast, Brit- 
ish Airways can fly to two dozen American cities. 
This imbalance causes American airlines huge irri- 
tation. But the British will not loosen up crowded 
Heathrow unless America allows British airlines to 
own carriers there (where at present they can hold 
only a quarter of voting shares) or fly people around 
America on the way to and from Britain. 

This stand-off has been going on for nearly ten 
years, and has prevented an alliance between Ba 
and aa from graduating to a virtual merger. Com- 
petition authorities on both sides of the Atlantic 
were concerned that the two airlines together would 
have a virtual monopoly on several key transatlan- 
tic routes. Now the chief executives of BA and Aa, 
Rod Eddington and Don Carty respectively, will 
make another attempt to persuade the authorities to 
consider the competition issues in a wider context, 
rather than looking only at the traffic between Lon- 
don and New York. 

Regional free-trade areas are always second- 
best to free trade all round, but in the world of avia- 
tion they are a big step forward. The creation of a 
TCAA would be a very big deal indeed, because it 
would create a free-trade zone for two-thirds of the 
world’s air travel. But unless and until it can be 
achieved, the only way that airlines can hope to of- 
fer a global service is through alliances. 
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automatically taking it towards the top of the com- 
puter-reservation-systems list, which always fa- 
vours direct flights. Naturally the pair pledge to 
smooth the way for the transfer passengers, but it 
does not always work. 

The next step up from simple code-sharing is 
block-booking on each other’s flights, which means 
each airline has a certain number of seats to sell on 
its partner's flights. After that comes joint marketing 
of the two airlines’ network routes and sharing of 
frequent-flier schemes. In the closest form of alli- 
ance, a pair of airlines, such as kim and North- 
west—the best example at present—completely in- 
tegrate their business. The next step up from this 
would be a complete merger. 

Sitting above these bilateral arrangements are 
the grand alliances that gather whole groups of air- 
lines under one umbrella. The biggest of these is the 
Star group, which brings together United Airlines, 
Scandinavia’s sas, Lufthansa, Singapore Airlines 
and nine smaller partners, and accounts for over 
20% of world air traffic (see chart 3). Next comes the 
oneworld grouping around Aa, Ba and Hong Kong's 
Cathay Pacific, with about 16% of traffic. The other 
two big alliances are Skyteam (Air France and Delta) 
and Wings, essentially the Northwest-KLm pairing. 

For Mr Eddington, the chief executive of Ba, 
who in his previous job as boss of Australia’s Ansett 


THE ECONOMIST MARCH 10TH 2001 





ic 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 











| 
| 
|; 





Airlines spent three years in the Star grouping, the 
most important aspect of these alliances is the large 
number of bilateral code-sharing and marketing 
deals within such groupings. Mr Rodig, Star’s origi- 
nal chief executive, agrees. By ranging themselves 
under one banner, the individual airlines walk a 
tightrope between promoting the alliance brand 
and sustaining their customer appeal. “You could 
say the airline brand is compromised,” Mr Rodig ad- 
mits, “But the idea of Star is to do together what one 
carrier cannot do.” As an example, he points to the 
500 airport lounges available to passengers through 
membership of the frequent-flier programme of 
any Star member. 


Equity stakes don’t count 


Until a few years ago, cross equity holdings were 
considered an essential cement to bind alliances 
into a stable relationship. But that theory exploded 
in June 1999 when Singapore Airlines deserted its 
partners Delta and Swissair in the earliest global alli- 
ance to join Star, even though the original trio held 
small stakes in each other. For Mr Rodig, the more 
important binding force is a gra- 
dual integration of systems and 
sales. “Once you get that, you have 
de facto stability,” he says. Indeed, 
the boss of Swissair’s parent, sair 
group, was fired in January after 
his board reversed the airline’s ex- 
pensive strategy of buying stakes in 
a number of ailing airlines as a ba- 
sis for forming a European regional 
alliance. 

For Mr Doganis, the key dis- 
tinction is between alliances that 
are purely commercial and those 
that are more strategic: “A strategic 
alliance is one where the partners 
co-mingle their assets in order to 
pursue a single or joint set of busi- 
ness objectives.” Such assets may 
be terminal facilities, maintenance 
bases or aircraft. He points out that 
many of the big airlines’ franchise deals with 
smaller feeder carriers are strategic, despite the dif- 
ference in size, whereas code-sharing, block-book~ 
ing or frequent-flier-sharing deals are essentially 
marketing arrangements. 

All the same, these marketing arrangements are 
important in winning and holding on to business 
customers, who usually travel under corporate deals 
exclusive to one airline. “Alliances give you network 
scale, and network scale has become more impor- 
tant to customers as business has gone global,” says 
Henry Joyner, senior vice-president for planning at 
American Airlines in Dallas. “The business cus- 
tomer used to worry about you being able to fly him 
to the plant in Baton Rouge in the American South. 
Now he wants you to get him to the cis, China or 
Brazil.” For Gordon Bethune, boss of Continental 
airlines, the big pay-off from its alliance with North- 
west is “the ability to sell tickets to passengers travel- 
ling through their Tokyo hub onwards around Asia”. 

For the passengers, the benefits of alliances are 
the chance to eam frequent-flier benefits across a 
wider network; smoother transfers to a wider range 
of destinations; and access to premium lounges at 
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transfer airports. In some circumstances, alliances 
may even bring down fares. A study by two aca- 
demics (“The Price Effects of International Airline 
Alliances”, by Jan K. Brueckner and W. Tom Wha- 
len, University of Illinois, 1998) claims that by using 
United’s Star alliance, travellers between Scandina- 
via and the American mid-west could save up to 
28%, compared with booking through non-allied 
airlines. This applied to three-flight journeys which 
involved a leg behind the gateway airport on each 
side of the Atlantic. Each carrier would extract less 
than the maximum revenue from its leg so as to 
stimulate traffic and thus maximise the alliance’s 
overall revenue. However, for flights between gate- 
ways such as London and New York, alliances tend 
to raise prices by about 4% because they reduce 
competition. 

But the idea of cheaper “interline” fares using al- 
lied rather than separate carriers makes one veteran 
aviation economist scoff. Adam Pilarski, now a se- 
nior vice-president with the Avitas consultancy in 
Washington, pc, after 17 years as head of economics 
and forecasting at McDonnell Douglas, wanted to 
fly from Washington, pc, to Oslo 
about 18 months ago. He asked his 
agent for the cheapest economy- 
class fare, transferring in London, 
and was quoted $1,500 for flying 
United all the way. He knew that 
United does not fly between Lon- 
don and Scandinavia, so he asked 
the agent to look again, and got a 
different quote. Flying United to 
London and sas onward to Oslo, 
and the same in reverse on the re- 
turn leg, he would be paying just 
over $1,000. He checked the flight 
times and found that he would be 
travelling on exactly the same 
flights. The only difference on the 
more expensive trip was that all the 
flights would be labelled United. 

For a long time, the worst thing 
about alliances was the opacity of 
code-sharing, Passengers would book on one airline, 
only to find they were flying on another. A few years 
ago a passenger might have bought a ticket from 
London via Paris to Seoul in South Korea, thinking 
he would be flying Air France. Instead he could have 
ended up on Korean Air, which at that time had a 
dreadful safety record, causing great embarrassment 
to its alliance partners. 

Most airlines are resigned to working within 
alliances, even though they may have trouble main- 
taining consistent service quality: the big ones ac- 
count for nearly 60% of all travel. Only a handful of 
big carriers stay aloof, and then usually for good rea- 
sons: America’s Southwest Airlines, for example, 
needs no alliance because it runs a purely domestic 
network. A couple of years ago, when Singapore 
suddenly quit its Atlantic Excellence alliance for 
Star, that put an end to its former partnership and 
prompted the formation of Skyteam in its place. Last 
May kM fell out with Alitalia, dashing its hopes of 
developing its Wings alliance. There is still plenty of 
scope for promiscuity behind the hangars before 
aviation becomes a mature, consolidated industry. 
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O SOONER had it become clear that George 

Bush really would be America’s next president 
than United Airlines, American Airlines, us Air- 
ways and twa unveiled their latest plan for carving 
up the American market between them. United's 
controversial proposal to take over us Airways had 
been under scrutiny by the previous administration 
since May last year. The twist added in January was 
American Airlines’ plan to take over rwa, which 
was going bust anyway, and to acquire chunks of us 
Airways, mitigating the blow to competition from 
the proposed United/us Airways merger. The rescue 
of twa might also placate the antitrust authorities 
over the United merger, because it would make it 
part of a four-company rationalisation plan. Anti- 
trust regulators tend to smile on deals that involve 
the acquisition of failing enterprises. A decision on 
the merger is expected later this month. 

Why should American Airlines want to help its 
arch-rival? For a start, it had to do something in re- 
sponse to the United merger. “In a network business 
you cannot let your competitor get ahead with a 
much bigger operation,” explained one of its man- 
agers. But the plan is more devious than that, and to 
many old hands it looks like history repeating itself. 
Back in 1978—in the aftermath of deregulation in 
America—~United and American (which along with 
Twa and the now-defunct Eastern Airlines made up 
the industry’s Big Four at the time) both decided that 
growing to a national size was the only way they 
could deal with recalcitrant labour and compete 
with lower-cost newcomers. United quickly posi- 
tioned itself as the only carrier flying to all 50 states. 
American moved to spacious Dallas-Fort Worth air- 
port as a central location from which to fan out over 
the whole country. But the pair never quite 
achieved the duopoly they sought. 

Instead, airlines such as Delta, Northwest, Con- 
tinental and us Airways each built up their own 
hub-and-spoke networks based on regional cores: 
Delta in Atlanta, Northwest in Detroit, Continental 
in Houston and so on. Travellers in most cities could 
choose from about six ways to get to their destina- 
tion via different hubs. Those living in a hub city 
would be able to fly direct to about 80 destinations. 
Business travellers would generally have little trou- 
ble moving around the country, and would not miss 








out on their frequent-flier programmes if they used 
two different airlines. No single airline held a domi- 
nant position with a complete national network. 
But now United and American Airlines are try- 
ing to redraw that pattern. As the opposition to the 
United/us Airways deal mounted, American Air- 
lines’ boss, Don Carty, spotted his chance: by rescu- 
ing twa from bankruptcy, he would be able to pick 
up parts of us Airways’ east-coast business that it 
might have to relinquish to satisfy the antitrust au- 
thorities. This attempt at consolidating the Ameri- 
can industry into a tight oligopoly of national net- 
works is unfinished business from 20 years ago. 


An air of crisis 


All this is happening at a time when the airlines, 
after a long period of losses, have at last been mak- 
ing good profits for the past five years or so. Yet they 
are more unpopular than ever. The air is thick with 
calls for re-regulation, as well as for a charter to en- 
shrine passengers’ rights. The American media are 
full of stories about airports strewn with exhausted 
travellers who cannot get off the ground. For most 
families, the annual trek to see the folks for Thanks- 
giving has become an ordeal. 

Part of this can be explained by a cumulation of 
bad luck. There was the horrendous winter two 
years ago when airlines such as Northwest col- 
lapsed under two feet of snow in the mid-west, fol- 
lowed by two awful summers, 1999 and last year, 
when botched changes to air-traffic control and a 
work-to-rule by United pilots respectively had air 
travellers tearing their hair out. There were tales of 
pilots making unscheduled landings, leaving pas- 
sengers stranded thousands of miles from their des- 
tination, or dashing off for a hamburger before take- 
off because they did not like the airline food. Pas- 
sengers just had to suffer in silence. 

But some of the problems are structural. For ex- 
ample, many American business travellers want to 
leave home early in the morning and fly up to 500 
miles for a day’s work in another city, then return 
home the same evening. That is asking a lot of an air- 
line system in a country where the weather can 
bring whole chunks of the network to a halt; yet the 
airlines, anxious to grab their share of this profitable 
business traffic, do not like to admit that they can- 
not deliver, 

So at a busy hub airport, all the airlines schedule 
their flights for, say, 8am, the most popular morning 
departure time, knowing full well that only about 
eight of the 40 flights aiming for the slot will take off 
within 40 minutes of that time. They have even in- 
vented a new term, “push-back time”, to provide 
themselves with an excuse. Passengers who com- 
plain about delays are told the aircraft pushed back 
from the gate on time, so the delay is the fault of air- 
traffic control. If a flight leaves the gate within 15 
minutes of its scheduled departure time, the De- 
partment of Transportation considers that it has left 
on time, no matter how long it waits on the tarmac 
before taking off. 

One way around the horrors of flying via con- 
gested hubs is to use the low-fare, no-frills services 
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offered by carriers such as Southwest Airlines. These 
Operate point-to-point, using secondary airports, 
where Southwest saves money on landing fees and 
passengers have a better chance of avoiding delays. 
Southwest's traffic and business model is quite dif- 
ferent from the big airlines’ hub-and-spokes system, 
which feeds traffic into hubs where it can be de- 
canted into larger aircraft and flown on to other 
hubs, or else redirected along another spoke to a 
smaller destination. The passengers suffer the in- 
convenience of having to transfer, or waiting in the 
aircraft at a hub stop, but get a more comprehensive 
network and greater frequency of flights. The air- 
lines also try to schedule outgoing flights to leave 
within a couple of hours of incoming traffic to keep 
down waiting times. 

The point-to-point service that Southwest offers 
can be more expensive to operate, because connect- woes 
ing a given number of cities by direct flights needs Push-back tim 
more flights than if one is designated a hub. But 
Southwest concentrates on routes where it can sell furiated by a recent rise in flexible and business 
enough seats to people going only from a tos,andit fares, and continue to be subjected to some irritating 
can keep the cost down by getting more flights per practices. As an example, Mr Pilarski of Avitas 
day out of each aircraft and its crew. Instead of sit- points to the Saturday-night rule. A business travel- 
ting around at a hub, waiting for connecting traffic, ler from Washington, pc, to San Francisco pays $543 
the aircraft take off again 20 minutes after arrival. return to fly out on a Saturday and come back on, 
Thanks to low fares and slick marketing, the flights say, the Monday. But if he chooses to spend Satur- 
get filled; and thanks to lean staffing and the ab- day night at home and fly out on Sunday for a busi- 
sence of frills, operating costs are low enough to ness meeting on Monday, the fare goes up to $2,248. 
overcome the disadvantage of having to have more If he is canny, he will buy a one-way ticket for his 
flights than with a hub system. Sunday departure ($1,124) as well as the cheap return 

The big hub airports of the mainstream airlines ticket at $543 of which he will use only the return leg, 
have a built-in tendency to aggravate delays in sev- thus saving $581. Corporate discounts of up to 40% 
eral ways. One is the sheer concentration of flights can help, but consumers are disgruntled. 
and passengers coming in and going out at peak 
times, making it difficult to handle the volume of air Good or bad for competition? 
traffic, especially when flights have to be spaced If the proposed consolidation goes ahead, will it 
further apart than normal because of bad weather. make things better or worse? Apologists for consoli- 
Also, to minimise hanging around and to schedule dation reckon that it would lead to the emergence of 
overnight maintenance at a handful of centres three or four mega-carriers with national networks. 
around the country, airlines rotate their aircraftina | Continental and Delta, which failed to merge three 
circuit around America over the course of several years ago, are thinking about trying again. They 
days. So an aircraft held up by snow in the mid-west would form the third big carrier, possibly even 
in the early morning can fail to arrive in sunny joined by Northwest, which could hardly survive 
Phoenix in the early afternoon and will therefore on its own. In addition, there would be Southwest 
not be available to go on to blazing Tampa. Natu- with its own national no-frills network. Darryl Jen- 
rally, people who get held up by these knock-on ef- kins of the Aviation Institute at George Washington 
fects find it hard to believe that bad weather some- University thinks everyone underestimates the de- 
where else is responsible. They just think the airline gree of competition provided by Southwest, which 
has screwed up. he considers the best antidote to consumer fears 

There are ways of mitigating such effects. Forex- about consolidation among the mainstream air- 
ample, the Chicago hub, the airport most prone to lines. He also argues that the stimulus to traffic from 
winter disruption, has been sealed off by American consolidation into powerful nationwide networks 
Airlines from the rest of the system; aircraft thatrun would benefit consumers as well as airlines. Con- 
in and out of there are now confined to that part of | sumers would be able to choose between three 
the system and not allowed to move on elsewhere. It competing networks plus Southwest, which now 
means their utilisation is less than optimal, but it covers most of the country. 











avoids the cost of nationwide disruption for the air- But Mr Jenkins’s theory about the benefits of the 
line when Chicago’s O'Hare airport once again dis- United merger for Southwest crashes and burns at 
appears under a blanket of snow. Love Field airport outside Dallas. “It’s ridiculous,” 


Whatever its disadvantages, the hub system says Gary Kelly, Southwest's chief financial officer. 
does offer travellers greater frequency, more des- He thinks the merger is just another attempt to stifle 
tinations and lower fares than they could expect competition. On the other hand, he does not believe 
without it. Overall fares in real terms have fallen by it will hurt Southwest much. “Our costs are half of 
20% over the past ten year, but that average coversa theirs, and we are the most profitable airline,” he 
huge variety of different fares, from the cheapest ad- says. Southwest was still racking up a 35% increase in 
vance-purchase rate to the last-minute walk-upone _ profits in the fourth quarter of last year, even as the 
at 10-20 times as much. Consumers have been in- big airlines’ five-year run of fat profits collapsed un- 
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der the weight of fuel costs, weather disruption and 
labour problems. 

By contrast, the Economic Strategy Institute (Est), 
based in Washington, pc, is a strong advocate of the 
United/us Airways merger. Having studied the 197 
American airports with more than one carrier, it 
concludes, somewhat surprisingly, that as a result of 
the merger competition would increase in 74% of 
them, stay the same in 13% and decline in only 13%. 
The est concludes that consolidation will intensify 
competition, increase traffic, improve access and 
broaden commercial opportunities. Another 
thumbs-up for the merger comes from Steven Mor- 
rison of Northeastern University in Boston, who es- 


HEN a left-leaning consumer organisation 

and a free-market think-tank come up with 
similar solutions to some of American aviation’s 
problems, it is time to pay attention. The Aviation 
Consumer Action Project (acap) and the Cato Insti- 
tute have both come out for opening America’s skies 
to foreign airlines and foreign capital. “Opening us 
skies would inject capital and competition into the 
us aviation market, leading to even lower fares and 
improved service,” writes Kenneth Button, an aca- 
demic and former head of aviation policy at the 
OECD, in a Cato pamphlet. A few years ago Britain’s 
Virgin Atlantic proposed running low-fare services 
from 20 American cities to feed into its international 
routes operating from New York and Washington, 
pc. But the airline could not get round the American 
rule that limits foreigners to owning 25% of voting 
shares in an American airline. The same restriction 
had frustrated British Airways in the early 1990s 
when it held shares in its alliance partner, usAir (as 
it was then known), and eventually the partnership 
was dissolved. 

For Paul Hudson, executive director of ACAP, 
“protectionism is driving the current consolidation.” 
He feels that Twa, with its well-established holiday 
flights to Europe and the Caribbean, might have at- 
tracted foreign capital instead of having to go bank- 
rupt and being rescued by American Airlines. That 
might be wishful thinking, but it is worth noting 
that a minority shareholding by kim saved North- 
west Airlines from bankruptcy in 1989, and that a 








timates that. although low-cost carriers such as 
Southwest fly only 12% of total passenger-miles in 
the domestic market, their influence is much wider, 
affecting fares across 94% of the market, 

To reach this conclusion, he counts in compe- 
tition on the routes themselves, competition on 
nearby routes and potential competition, stretching 
the theory of “contestable markets” to the limits. 
United could hardly have paid for a more ringing 
endorsement. But not everybody agrees. A study of 
both mergers’ effects by the General Accounting Of- 
fice for Congress found both good and bad in them. 
The authors reckoned that it would reduce compe- 
tition on 300 routes, affecting 10m passengers, but 
increase it on a few others, and would improve con- 
nections to big hubs for some travellers. 

Michael Levine, a Harvard academic and a for- 
mer senior manager at TWA, sees the merger as an 
attempt by United and American Airlines to extract 
higher fares. He discounts much of the competition 
from Southwest, arguing that the airline’s use of sec- 
ondary airports far from city centres makes it much 
more suitable for the tourist with time to spare than 
for the business traveller. Moreover, if the mergers 
succeed, he says, Southwest too will have more 
scope to raise fares. He also points to the two airlines’ 
poor labour relations, which often mess up whole 
sections of America’s air-travel system even now. 
Mergers seldom improve labour relations, and if the 
two airlines controlled half the system, the potential 
for chaos would increase immeasurably. 





stake in us Air held by sa tided that airline over a 
difficult financial period in the early 1990s. Mr But- 
ton, for his part, is convinced that foreign compe- 
tition and investment would provide “the ultimate 
free-market check on predatory pricing and domes- 
tic price collusion, and would negate any arguments 
for imposing federal price regulations and antitrust 
sanctions”. 

Mainstream airlines are frequently accused of 
dropping prices and flooding markets with capacity 
when a low-cost new entrant comes along. Once the 
newcomer has retreated, capacity drops and fares 
rise again. America’s Justice Department still has a 
case outstanding against American Airlines for do- 
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ing this at Dallas to crush a start-up called Vanguard 
Airlines. American Airlines claims this was just nor- 
mal competitive behaviour. Apologists for the big 
airlines say the real reason why so many start-up 
airlines fail is that they lack sufficient finance to stay 
the course. Again, people such as Mr Hudson argue 
that letting in foreign capital could plug this gap. 

But foreigners are not only prohibited from 
owning airlines in America; they are not allowed to 
operate any services either. BA, for instance, may fly 
international services into 25 American airports, but 
it cannot pick up extra passengers at, say, Kennedy 
Airport, to fill up emptying seats before going on to 
Los Angeles. American carriers, on the other hand, 
are free to do this within the European Union. 
America’s restrictions go back to the Jones act of 
1920, which limited coastal shipping to vessels built, 
owned and crewed by Americans. This was to pro- 
mote a well-equipped and modern merchant ma- 
rine for use in the nation’s defence and for promot- 
ing commerce. 

Shutting out foreigners does not just restrain 
competition in the American domestic market, it 
hands American airlines an advantage on interna- 
tional routes. They can feed their international ser- 
vices from the spoke routes running into their hubs, 
making it easier to fill their flights, whereas the Euro- 
peans have to rely on local traffic at the gateway city 
they use, usually on the east and west coasts. Mr 
Hudson sees this as an implicit export subsidy. He 
draws a parallel with Japan in the 1970s, when Japa- 
nese-made television sets would sell for $500 in the 
low-competition domestic market but for half that 
price in the highly competitive American market. 


Network economics 


Nor is it only foreigners who are shut out of Ameri- 
can aviation. The networks and the airports also dis- 
criminate against new entrants, certainly at big air- 
ports, where most of the traffic is concentrated. In 
touting their merger proposals, the bosses of United 
and American Airlines like to talk about network 
economics. If they get their way, United/us Airways 
and American Airlines with Twa will have at least 
half the market in the United States. They say that 
larger, truly national networks confer benefits on 
consumers as well as on the companies concerned. 
According to this argument, known to economists as 
Metcalfe’s Law, consumers will pay a lot more for 
access to a network as it expands, because it be- 
comes disproportionately more useful to them as it 
grows. Nobody will pay much for a telephone ser- 
vice that hooks up just two people living on oppo- 
site sides of the country. But if the service connects 
200m people, everybody wants to be in on it. 

Yet the defenders of the protected status quo 
would do well to examine what has been happen- 
ing in other networked industries. In telecoms, 
which was deregulated later but much more thor- 
oughly than airlines, large network operators have 
to give independent carriers access to their networks 
for a fee. Electric utilities, too, now have to allow ac- 
cess to independent suppliers in many countries. 
And in the days when America had a proper pas- 
senger rail service, the stations were shared by sev- 
eral rail companies. 

Mr Hudson does not see why this principle 
should not be applied to airlines. For instance, code- 
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sharing amounts to two airlines selling the same 
sorts of seats on a flight. If the flight were regarded as 
part of a network, why should the reservation sys- 
tems, and thus the seats, not be opened up to inde- 
pendent third parties to sell? After all, code-sharing 
and block-booking is already bringing competition 
into the cabin, in the sense that two airlines might 
quote different prices for a given seat on the same 
flight. But the competition is limited to only two 
companies. Why not many more? The instant access 
to information that comes with the Internet might 
drive the business in this direction anyway, whether 
the airlines like it or not. 

There are also more down-to-earth ways in 
which access to the airline networks could be im- 
proved, if only the will were there. Part of the pro- 
blem is that most American airports are owned by 
local authorities, which are more interested in max- 
imising short-term revenue than in promoting com- 
petition. In fact, this is against their long-term inter- 
est, because the more competitive an airport is and 
the more new users it can attract, the more it can 
grow and so stimulate the city’s economy. 

But the main block to progress is the commercial 
relationship between the airlines and the local au- 
thorities. Everybody in the industry agrees that 
America’s infrastructure has not kept pace with the 
growth of air travel, and that it will not be able to 
handle the doubling in traffic expected over the next 
ten years. What is less well understood is the role of 
the airlines in blocking expansion that would create 
more capacity and let in competing airlines. They 
are given a say as “major investors” in decisions af- 
fecting an airport’s future because they underwrite 
investment in developing gates and facilities. 

Mr Hudson points out that American Airlines 
and United, which dominate Chicago O'Hare, have 
consistently blocked proposals to build a third air- 
port in the area to supplement O'Hare and the 
smaller Midway airport. The local authorities often 
collude with such obstruction because they want to 
keep in with the airlines. They also welcome the 
burgeoning retail parks that America is learning to 
build at big airports, copying an idea successfully 
pioneered by London’s Heathrow. Similarly, expan- 
sion of Hobby Airport in Houston was blocked by 
Houston International. The only big new airport to 
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New technologies 
that allow aircraft 
to control their 
own flight could 
solve the problems 
of crowded skies 








be built in America in the past ten years was Denver 
International, and even there the old airport was 
razed for a housing project in order to eliminate the 
competition. 

Even more damaging, in the eyes of the con- 
sumer lobby, is the relationship between airlines 
and airports over gate concessions. Municipal air- 
ports grant long and exclusive leases of up to 30 
years to airlines prepared to sign up and guarantee 
an income stream, enabling the local authority to is- 
sue bonds to cover its investment. But the airlines 
are not obliged to allow independent airlines to rent 
the gates, which often makes it difficult for the inde- 


pendents to run services where the demand is—at 
big airports. “These are monopoly contracts,” says 
Mr Hudson. “They are allowable only because the 
airports are local-government entities. A private 
company could not get away with it.” 

The weaknesses of America’s aviation system, 
then, lie in a protected market, incomplete deregula- 
tion and over-reliance on the public sector for the 
provision of infrastructure. There is one other big 
problem: air-traffic control, which causes huge 
trouble in Europe as well as in America. But here 
some progress is being made, and a solution may be 
just over the horizon. 





Free as a bird 


CE T MAGINE driving your car with the windshield 

covered and someone telling you what turns to 
make,” says Phil Condit, chairman and chief execu- 
tive of Boeing, the world’s biggest aircraft maker. 
“That is the present air-traffic-control system. An al- 
ternative would be a clear windshield and ability to 
see traffic along a highway for pilots.” He is sketch- 
ing the possibilities of a satellite-based system that 
could take over from conventional air-traffic con- 
trol, allowing twice the number of aircraft flying in 
most parts of the sky at any one time. The system is 
known as “free flight”. Boeing is so excited about the 
potential $70 billion-a-year market that it is setting 
up anew company to provide systems for this revo- 
lutionary form of air-traffic control. 

Pilots have long dreamt of flying exactly where 
they want. At present they are controlled by a 
ground-based system that obliges them to stick rig- 
idly to prescribed routes, often not the shortest ones, 
dictated by the need to stay close to radio beacons or 
radar stations. Under the new system they would be 
able to choose their own route and file a flight plan 
that follows the most efficient and economical path. 
Conventional air-traffic control, which relies on ra- 
dar and wireless communications, has severe limits 
in today’s crowded skies. Radar is accurate to only a 
few miles, and involves exchanging much routine 
information between the pilot and the controller 
over the airwaves. 


Pinpoint precision 

Modern satellites and digital technology offer a way 
round this. Thousands of aircraft are already fitted 
with global-positioning-system (Gps) navigation 
aids. These are based on the American Defence De- 
partment’s satellite network, which is capable of 
pinpointing an aircraft’s position to within a few 
metres. Under conventional air-traffic-control sys- 
tems, aircraft have to stay five miles apart at the 
same level or be separated vertically by at least 1,000 
feet. Obviously, if the more precise technology now 
available were brought into general use, more air- 
craft could be packed into a given area of sky, in- 
creasing the system’s capacity. 

Air traffic in America and Europe is expected to 
double by 2015, so something needs to be done. In 
America air-traffic delays already run at around 
50,000 a month (one flight in four) during the peak 
summer season, and in Europe things are worse: one 


flight in three is more than 15 minutes late, mainly 
because of hold-ups by air-traffic control. Most 
people reckon that the skies are already over- 
crowded. With few new airports and runways being 
built outside Asia, attention is turning to how the 
present capacity can be managed more effectively. 

Both America’s Federal Aviation Administration 
and Eurocontrol, the Brussels-based body that co- 
ordinates European air traffic, are working on a 
phased introduction of free flight as a way of han- 
dling more flights without more runways and air- 
ports. The FAA is careful to point out that free flight is 
not a free-for-all at 35,000 feet, but a way of mini- 
mising air-traffic restrictions to speed things up. No 
one expects it to replace air-traffic control on the 
ground. But much of the ground controller’s job will 
pass to the pilot, and more of the communication 
between the two will be by automated digital data 
flow. The ground controller will monitor what is go- 
ing on and be ready to intervene when something is 
going wrong and the pilot needs to be alerted to a 
danger. 

Europe’s air-traffic-control system suffers from 
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having 31 national sub-systems, which means that a 
lot of air time is spent handing over from one to an- 
other. For the immediate future, the Europeans are 
trying to break down such barriers as a way of en- 
abling the system to handle more traffic. But beyond 
2005, Eurocontrol has plans for introducing “auton- 
omous separation”, a limited form of free flight, 
which the organisation thinks could add as much as 
40% to airspace capacity, by having aircraft flying 
closer together without jeopardising safety. Beyond 
2010, it plans for more extensive free flight to yield a 
further 40% improvement. 

The FAA, too, has a two-phase plan for introduc- 
ing free flight. The first, due for completion in 2002, is 
to open the air-traffic system to collective decision- 
making, giving airlines access to up-to-the-minute 
status reports so that they can choose how to deploy 
their aircraft. Another objective is to set up a “con- 
flict probe” system that looks 20 miles ahead of an 
aircraft and tells the controller on the ground when 
he should intervene with a free-flying pilot to avoid 
a collision. Two free-flight trials already under way 
are the National Route Programme and the Central 
Pacific Oceanic Programme. The first allows aircraft 
flying above certain predetermined altitudes to 
choose their own flight paths. The Faa puts the sav- 
ings from this at over $40m a year, because aircraft 
are able to take a more direct route, burn less fuel 
and reach their destinations more quickly. 


Don’t come near me 


Safety is built into free flight by having two airspace 
zones around an aircraft. The size of the first one, 
known as the protected zone, depends on the air- 
craft’s size and speed, and the sophistication of its 
communications, navigation and surveillance 
equipment. The protected zone must never touch 
the protected zone of another aircraft. The second 
zone, known as the alert zone, is much bigger. Two 
aircraft can manoeuvre freely until their alert zones 
touch. When that happens, a ground controller con- 
tacts the pilots and helps them decide how to main- 
tain safe separation, or supervises them while they 
do it themselves. To begin with, this may still be 
done over the radio, but gradually more and more of 
it will be done through data links from the ground 
that will automatically tell the pilot when some- 
thing needs to be done. 

Not everybody is impressed. “It’s all very well 
organising the flow of traffic in the air better,” says 
Jeff Campbell of American Airlines. “The real pro- 
blem is at the airports where traffic joins or leaves 
the system.” Yet Boeing is convinced that its new air- 
traffic-management business holds the answers to 
many of the problems of the crowded skies. Picking 
his words carefully, John Hayhurst, the boss of Boe- 
ing’s new business unit, explains that the technol- 
ogy for this four-dimensional satellite control al- 
ready exists, “although developed for different 
purposes”. 

What he means is that military systems have 
long been able to plot and even control the flight of 
offensive as well as friendly missiles. “When you 
read about missiles fired defensively to hit offensive 
missiles before they hit their target, it is obvious that 
the technology to know where both are at one time 
is there. We can know where airborne objects are at 
any one time and where they will be.” The obvious 
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If it’s purgatory up there... 


example is the destruction by American Patriot mis- 
siles of some Iraqi Scud missiles during the Gulf war 
ten years ago. “The idea of making the technology 
work does not keep me awake at night,” says Mr 
Hayhurst. “The real challenge is getting diverse inter- 
ests focused on implementing a solution quickly.” 

Mr Hayhurst is not advocating a system where 
pilots fly where they like, relying on their knowledge 
of each other’s position and direction to avoid colli- 
sions. That might work on the road, though the risk 
of a fatal accident per mile of road travel is over 100 
times higher than in the air. But aircraft go about ten 
times faster than cars on motorways, and when they 
collide, the deaths are counted in hundreds. 

The only real technical problem to be overcome 
before free flight allows aircraft to bunch closer to- 
gether is that of the vortex of turbulence created by 
each aircraft. This is a particular danger for smaller 
aircraft following large ones. They could be thrown 
around so much by the swirling air currents behind 
something the size of a jumbo that they might crash. 
This “wake vortex” must be eliminated, or at least 
reduced, before closely spaced landings and take- 
offs become possible. 

Boeing says it is working on several ways of do- 
ing this, including adding on little winglets at the 
end of aircraft wings, using jets of steam puffed out 
of the wing ends, and fitting attachments to various 
parts of the wings so that the vortex from one is used 
to cancel out that from the other. Whatever the 
method, the experts seem confident that the pro- 
blem can be solved now that free flight has come 
within reach. 

As the technology evolves, the business of air- 
traffic control is itself moving away from being a 
government responsibility and becoming more 
commercial. Canada, Australia and New Zealand 
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have already set up commercially oriented air- 
traffic-control agencies, and Germany is moving the 
same way. Britain is intent on selling half the shares 
in its air-traffic-control system to the private sector, 
perhaps to a group of airlines or another trade in- 
vestor, but trade unions and left-wing politicians 
complain that the plan compromises safety for the 
sake of profit. The controversy has put Boeing off 
bidding in the British privatisation, but it says in 
principle it is interested in public-private partner- 


ships and in being involved in whatever way seems 
appropriate. Boeing’s detailed plans for its free- 
flight system will be unveiled later this month. 
Other companies, such as Honeywell, are also well 
advanced with their own versions. With capacity 
constraints now adding to the political pressure for 
modernisation, and privatisation promising to un- 
lock the necessary funds, it looks as though air- 
traffic-control problems at last have a chance of be- 
ing resolved. 
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Webbed wings 


NE sunny afternoon last January, Continental 

flight 124 from Seattle to Newark was put on 
hold for up to five hours because of snowstorms on 
the east coast. The passengers disembarked and 
milled around the lounge, wondering what to do 
next. Older travellers queued to bombard harassed 
ground staff with questions. Not so the cool young- 
sters returning to college from skiing trips over the 
Canadian border. They were whipping out their lit- 
tle Palm Pilots and logging on to the web to find out 
if there was any other way they could get to their 
destination. The Internet has already made a big dif- 
ference to aviation, and portable computers in par- 
ticular are becoming part of the machinery of book- 
ing and buying air travel. 

With the benefit of hindsight, that should have 
been no surprise. The Internet and 
aviation were made for each other: 
flights are a high-value, perishable 
commodity on which up-to-date 
information can be made available 
electronically. The buyer is hungry 
for such information so he can get 
the best deal. The airlines, for their 
part, depend for their profits on 
what they call yield-management 
systems, which are highly sophisti- 
cated computer models for altering 
the price of seats on a given flight to 
reflect the demand over time. This is 
the system that doles out cheap tick- 
ets to early bookers and ensures that 
last-minute travellers needing flexi- 
ble tickets pay much more for the 
privilege. In the mainstream airlines 
in America the dearest ticket can 
cost up to 20 times as much as the 
cheapest on the same flight. Even with low-fare, no- 
frills carriers such as Southwest, the dearest fare will 
be twice the cheapest on any given flight. So the In- 
ternet offers advantages to both buyer and seller, 
because it can cope with a rapidly changing market. 

The airlines have a further motive for embracing 
the web: it offers them huge savings on their market- 
ing and distribution costs, which make up about a 
quarter of their total operating expenses. For a start, 
it saves them commissions of up to 5% on ticket 
sales. It also eliminates the cost of printing and send- 
ing out tickets and the fees (around $11 per ticket) for 
the computerised reservation services that are the 
lifeblood of today’s distribution. 

Cutting out the cumbersome process of issuing 


cardboard tickets and simplifying booking and 
check-in can also be attractive to customers. Some 
airlines, such as Northwest and Swissair, already of- 
fer online facilities for seat selection and checking in, 
as well as for booking and paying for flights. Online 
ticketing was put on ice for a while in 1999 because 
airlines were worried about the effect of the millen- 
nium bug on their computer networks, but quickly 
resumed after the magic date. 

No wonder that travel sales on the web are al- 
ready bigger than books, clothes, software, toys and 
sports goods put together. Air travel accounted for 
about $5 billion of the total of $7 billion spent on tra- 
vel on the Internet in 1999, according to a marketing- 
strategy company called PhoCusWright. It estimates 
that by the end of this year ticket sales will be at 
nearly three times that level. And even in America, 
as yet only 4% of flight reservations are made online; 
in Europe, the figure is barely 1%. 


Just looking 


For the moment, it seems that air travellers are still 
using the Internet mainly to browse for information 
before booking flights by more traditional means. 
Travelocity (owned by Sabre, a computer reserva- 
tions system which is a subsidiary of American Air- 
lines’ parent company, AMR) said that by last sum- 
mer its 20m registered members had bought only 
6m tickets, which is not a commercial proposition. 
Sabre is having to trim jobs to cut costs. 

Some airline bosses, such as Gordon Bethune of 
Continental, think the Internet will soon account 
for the majority of bookings. It already does at low- 
cost carriers such as Southwest, EasyJet and Ryanair, 
where up to 90% of tickets are bought online, helped 
by the fact that these airlines are selling simple 
point-to-point flights rather than complicated itin- 
eraries. But conservatives such as Thierry Antinori, 
in charge of sales at Lufthansa, think that although 
the share of Internet bookings will rise steadily, it 
will not go beyond a third of the total. 

The Internet has also thrown up a host of online 
agencies such as priceline.com and hotwire.com 
which are essentially electronic versions of the tra- 
ditional “bucket shops”, agencies that buy blocks of 
spare seats from airlines and sell them through 
small ads in the newspapers. Priceline is an inde- 
pendent company, whereas Hotwire is partly 
owned by six American airlines (American, United, 
Northwest, Continental, us Airways and America 
West, along with Texas Pacific, an investment com- 
pany that is the majority shareholder). Like the 


THE ECONOMIST MARCH 10TH 2001 








| 
| 








| 
| 


bucket shops, these agencies are useful for the air- 
lines because they enable them to offload empty 
seats at low prices without being seen to compro- 
mise their normal fares. If they own the agency, as 
with Travelocity or Hotwire, they can also keep con- 
trol of the prices at which seats are sold. 

Yet another agency is due to start trading this 
summer. Called Orbitz, it is owned by American, 
United, Continental, Delta and Northwest, and is 
altogether more ambitious than its rivals. It uses a 
hugely powerful search engine, designed by rra 
Software, a start-up company formed by scientists 
at Massachusetts Institute of Technology, which can 
process half a billion combinations within seconds 
to offer the traveller a large choice of flights. It will 
also have access to all the airlines’ Internet-only spe- 
cial fare deals, which at present can be found only 
on their own websites. 

But it will not have the market to itself. Expedia, 
owned by Microsoft and the Worldspan global dis- 
tribution system, has also signed up to use rra tech- 
nology, setting the scene for a titanic clash between 
the two. These online agencies might eventually 
beat off any collective challenge from the airlines to 
take them on with agencies such as Orbitz or its 
European equivalent, 13. However, it is worth not- 
ing that in other industries the big, established com- 
panies, after a lag, have tended to move into e- 
commerce and resume their dominant position. 

E-commerce will also allow airlines to get much 
closer to their web-using customers, leaming more 
about them so they can package offers tailored to 


their individual needs. This is what marketing peo- 
ple call “customer of one”, and it applies to airlines 
Just as it does to motor cars or computers. 

Stephen Brobst, chief technical officer at Tera- 
data Solutions, part of ncr, is an expert in databases 
and large systems who has worked on many of the 
huge computerised reservations systems that the 
airlines started to assemble from the mid-1960s on- 
wards. In those days such reservation systems were 
at the cutting edge of computer applications. He dis- 
tinguishes between different levels of airline web- 
sites. The most basic are today’s “brochure sites”, 
which simply offer static information. The next step 
is to have constantly updated versions of the same. 
Things get a little more interesting with the third 
generation, which can obtain information from the 
customer as he logs on and build up a profile of his 
travel needs and preferences. It can answer requests 
for information, take bookings and issue e-mail 
confirmations of bookings. This sort of e-commerce 
transaction is now quite common, especially for no- 
frills airlines. 

The next-generation website will recognise John 
Smith when he logs on and know that he is a valu- 
able customer from another airline. It will analyse 
his travel history, perhaps suggesting alternative 
itineraries that might suit him better. Funnily 
enough, though, whereas multi-airline sites such as 
Orbitz or non-airline ones such as Expedia make 
fares more transparent, sophisticated airline sites 
with their capacity to treat each customer as an 
individual add yet another layer of obscurity. 





Flight of fancy 


HE date is March 9th 2016. Jose-Luis Romero, 

sales chief of a small textile company, based in 
eastern Los Angeles, is thinking about his business 
trip next week. He wants to go to New York, then on 
to London, Frankfurt, Singapore and Hong Kong. 
Any one of the three new multinational airlines 
formed when barriers to foreign ownership were 
lifted will take him to those cities. Their frequent- 
flier schemes, however fancy, will not influence his 
choice because he is a member of all of them. So 
should he fly Lufthansa United, American-British or 
Delta French? 

All three have subsidiaries with totally inte- 
grated networks operating around the world. 
Money is as tight as ever in textiles, so his company 
encourages its managers to cut the best possible fare 
deal. Since the global oligopoly emerged, the pub- 
lished fares of the three mega-airlines have been 
much the same; the trick is to find out which of 
them have overcapacity on what flights, and are 
selling cheap seats on the Internet. As he gets out his 
personal communicator (as mobile telephones are 
now called), he decides to give the airlines’ websites 
amiss. They had already e-mailed him their best of- 
fers the night before when they noticed him brows- 
ing. Instead he goes to one of the multi-airline sites, 
which can trawl instantly through millions of flights 
to display the best choices. He comes up with two 
attractive options. 

He is torn between Delta French, with its dou- 
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ble-deck Airbus a380, complete with gym and ca- 
sino, and American British, with its futuristic new 
Boeing sws. This is the most revolutionary civil air- 
craft ever seen, a kind of flying wing. Instead of sit- 
ting in a big fat tube, as in a conventional wide- 
bodied airliner, he would take his place in an am- 
phitheatre with anything from 250 to 650 seats, with 
wraparound cinema screens; a great way to fly if 
you want a big entertainment experience. It reminds 
Mr Romero of his father telling him about the days 
when PanAm had a piano bar in the upstairs lounge 
of its early jumbo jets—until the airline realised pi- 
anos did not buy tickets. 

In the end he decides to fly Lufthansa United, 
with its traditional Boeing 747 Super xs, conven- 
tional aircraft but with a much quieter, smoother 
ride than earlier jumbos. He taps his reservation 
into the website and is given his confirmation num- 
ber and seat reservation. A week later, at the airport, 
he simply waves his mobile phone at a sensor, gets 
his bag screened as he walks past security, and with- 
in minutes has arrived at the upper-deck boarding 
gate, without having had to queue once or talk to 
any member of the airline staff. It seems un- 
thinkable that not so long ago you used to have to 
show those ridiculous old cardboard boarding 
passes every ten yards on your way to the aircraft. 

The airline world is not quite ready for Mr Ro- 
mero’s trip, but it is getting there. Thanks to Internet 
access by wireless telephone, the business of book- 
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Who could resist? 


ing and checking in over the web can already be 
married to the portable device, which can hold elec- 
tronic information needed for boarding the flight. 
The other innovations that could speed Mr Romero 
on his way may or may not happen, depending on 
whether the airlines think they are worth de- 
veloping. 

There is no doubt that the most tangible change 
around in aviation now is the effect of the Internet 
on sales and distribution. This is not simply another 
way of delivering the product. The information- 
seeking power of the web will, for the first time, pro- 
vide consumers with their own weapon to wield 
against the airlines’ yield-management systems. 
“Airline fares have always been a confusing mass of 
smoke and mirrors,” says Mr McMullan of Aviation 
Economics. “The Internet will blow away those ele- 
ments of obscure fare pricing.” 

This could also have wider repercussions; for ex- 
ample, it could affect the way the proposed mergers 
in America will operate. The apparently overween- 
ing power of three national airline networks could 
be mitigated to some extent by the transparency in 
fares that online agencies can bring, especially if 
some of them are outside the control of the airlines. 
But even the airlines themselves, by participating in 
joint sites, are opening the door on the secret world 
of fares and deals. The web-armed consumer will be 
much more aware of the burgeoning point-to-point 
services of low-cost carriers as well as the larger net- 
works of the mainstream airlines. As the barriers to 
international mergers start to crumble and mega- 
carriers begin to form, this will start to apply not 
only to America but worldwide. 

The other changes, and pressures for change, 
outlined in this survey are more closely linked to 
each other than they appear at first sight. One of the 
biggest obstacles to change is the extraordinary hold 
the trade unions have over American airlines. Mr 
Crandall, a famously grumpy, hardline boss when 
he was at American Airlines, used to comment rue- 
fully that pilots have a squadron mentality: more 
loyalty to each other than to their employer. He was 
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uncomfortably aware that a determined bunch of 
pilots out for a pay increase could bankrupt an air- 
line in six weeks. It was that power which per- 
suaded United last summer to give in to its pilots. 
Having tried at first to resist them, it awarded them a 
40% rise over several years. Now cabin attendants, 
mechanics and other groups of employees are 
pressing for similar rises. A hand-baggage tag 
sported by a United cabin attendant reporting for a 
recent flight from Washington, pc, said it all: “Pay us 
or chaos”, it read. 

Now it looks as though Continental and South- 
west are the only two American carriers where the 
management and labour force are not at war. It is 
not a coincidence that these are also the only two 
whose earnings are holding up. As for the rest of the 
industry, the employees are not being quite as rapa- 
cious as they might seem. They remember how they 
put up with poor pay and conditions to help the 
struggling carriers in the early 1990s. Now, after a few 
years of good profits, they think it is pay-back time. 
The employers, for their part, point to the need to 
stay lean and mean in a highly competitive market. 
With mergers looming, fear of job losses further 
sours the atmosphere. There is every chance that 
this will be an awful year for disruption triggered by 
labour disputes. President Bush could find himself 
mired in aviation troubles before the end of his first 
year in office. 


Wheels within wheels 


But there is a wider significance to the unions’ 
power. It is the main reason for America’s refusal to 
allow foreigners to operate services or own local air- 
lines. The unions object to these things, and the poli- 
ticians do not want to upset them. That is why Rod- 
ney Slater, transportation secretary under President 
Clinton, used to say that cabotage or ownership 
rights were “just not on the agenda”. So Britain re- 
fuses to allow more American airlines into Heath- 
row airport, which America considers a precondi- 
tion for any open-skies agreement. That ten-year 
stand-off is now holding up a wider free-trade deal, 
the transatlantic common aviation area; and with- 
out that, there can be no widespread relaxation of 
ownership rules. So airlines are stuck with alliances 
instead of the mergers or takeovers they would 
prefer. That, in turn, holds back innovation in the 
airline business, because alliances are full of com- 
mittees and, as Mr Eddington at BA points out, there 
is no single management to drive things forward. 

If those two pending mergers in America are al- 
lowed through, the trade stand-off might move 
closer to a resolution. The resulting groups would 
feel more capable of withstanding any foreign com- 
petition they might encounter. In reality, such com- 
petition may turn out less daunting than feared, be- 
cause the big American airlines tend to be more 
efficient than the European ones. It seems, therefore, 
that the Americans are blocking progress in an area 
that is important to them for what may not be very 
good reasons. It may turn out that foreign compe- 
tition will do little harm to either American airlines 
or airline jobs. As soon as the Americans begin to 
understand this, reform will start to look possible, 
and aviation will begin to join the globalised world 
it has done so much to create. 
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n's balancing act 


The chancellor walked a fine line between electioneering and prudence in his 
fifth budget. He just managed to retain his balance 


N HIS pre-election budget, Gordon 

Brown’s objective was self-evident: to en- 
sure victory for Labour at the polls. But 
achieving this was not so straightforward. 
The chancellor of the exchequer needed to 
please key groups of voters without letting 
slip his and Labour's hard-won reputation 
as a trusted steward of the nation’s finances. 
Too big a give-away and Mr Brown could 
alienate both business and an electorate 
grown cynical with electioneering budgets. 
While tilting a little far towards crowd-pleas- 
ing, the chancellor just managed to keep his 
balance. 

Fittingly for someone recently married, 
his budget measures were a mixture of 
something old and something new--if not 
something borrowed, something blue. De- 
spite its well-trailed contents, Mr Brown still 
had some surprises ready. The biggest was 
yet higher public-spending allocations: a to- 
tal of £650m ($950m) more a year on hospi- 
tals and schools over the next three years. Mr 
Brown also unveiled a bonus for newborn 
babies on top of the children’s tax credit. The 
bonus will be worth up to £10 a week for half 
a million families when it starts in 2002-03. 
In addition to these new measures, the chan- 
cellor confirmed “old” ones that he had al- 
ready outlined in the pre-budget report in 
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November, subject to consultation and so 
not yet included in the Treasury’s overall 
forecasts for the public finances. As ex- 
pected, motorists will pay 2p per litre less in 
duty for ultra-low sulphur (uts) petrol and 
3p less for urs diesel. 

Mr Brown designed his budget to mobil- 
ise two principal groups of voters. The first 
lot were Labour's “heartland” voters--tradi- 
tional but disillusioned Labour supporters 
across the country that party strategists fear 
may not turn out to vote in crucial marginal 
constituencies. Mr Brown reinforced the 
government’s credentials with this group 
through a healthy £5 a week increase in the 
working families’ tax credit and higher pay- 
ments to families on income support. He re- 
emphasised the impact of measures already 
taken, such as the concessions to pensioners 
made last November. He said that 7.5m pen- 
sioners will now pay no tax atall or tax at just 
10%. According to the Institute for Fiscal Stud- 
ies, the households that will benefit most 
from the budget are the poorest ones (see 
chart)—in line with the effects of the chan- 
cellor’s first four budgets. 

But Mr Brown also had to think of Mid- 
dle England. The chancellor knew it was es- 
sential to look after Worcester Woman and 
Essex Man, those archetypal voters that 





helped Labour to win the election in 1997. 
Labour has to retain the support of these 
lower middle- and skilled working-class 
voters if it is to win another thumping ma- 
jority, explains Roger Mortimore of Mort, a 
polling organisation. With his rhetorical ap- 
peal to rewarding “hard-working families,” 
Gordon Brown duly sought to woo these 
voters with the extra spending on education 
and health. In addition, they will benefit 
from the £300 widening of the lower-rate 10% 
income tax band. 

Middle-income families will also gain 
from the children’s tax credit, most of whose 
impact does not show up in the chart since it 
was not a new budget measure. The chancel- 
lor did announce, however, that the chil- 
dren’s tax credit would be more generous, 
bringing down income tax for 5m families by 
up to £10 rather than £8.50a week. 














Prudence forsaken? 


Shortly before the budget, the International 
Monetary Fund warned Mr Brown not to 
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make “significant new spending commit- 
ments or tax cuts”. Altogether the cost of the 
measures the chancellor announced, in- 
cluding the decision. to carry forward £1 bil- 
lion of underspending by government de- 
partments this year into 2001-02, came to£5.3 
billion or 0.5% of cpr, That sounds signifi- 
cant, but it includes the £2 billion cost of 
“old” concessions flagged in November’s 
pre-budget report (but not included in the 
projections). Whether a package of new 
measures costing £3.3 billion is “significant” 
can be debated. What is clear is that the total 
relaxation in policy since November is sub- 
stantial, since the pre-budget report also in- 
cluded a £2.6 billion give-away for 2001-02. 

However, Mr Brown argued that he had 
chosen “the prudent course for Britain”. He 
said that the budget conformed to his two 
fiscal rules: borrowing only to invest and 
keeping debt at a sustainable level. Looking 
forward, the government will run big sur- 
pluses on the current budget. Net public debt 
will fall in 2001-02 to 30% of Gpr and stay 
around that level for the next few years. 

The Treasury argues that the budget 
should be assessed by comparing the fiscal 
stance in 2001-02 and beyond with what was 
planned in last year’s budget. By this yard- 
stick, Mr Brown is now projecting a slightly 
tighter fiscal stance for the coming financial 
year—a surplus of £6 billion rather than the 
£5 billion forecast a year ago. The fiscal stance 














is also slightly tighter for 2002-03 and subse- 
quent years. This reflects the far bigger sur- 
plus of £16.4 billion the government now ex- 
pects to run this year—over £10 billion more 
than it forecast last March. Income-tax reve- 
nues have overshot by £6 billion while 
spending on social-security benefits and 
debt interest has undershot by £2 billion. The 
Treasury now expects the structural im- 
provement in income-tax receipts in 2000-01 
to continue, although this will be partially 
offset by the cost of the more generous 
lower-rate income-tax band and children’s 
tax credit. It has also pencilled in even bigger 
savings of £6 billion in debt interest and so- 
cial security next year before any offsetting 
effects from budgetary measures. 










But the government’s two fiscal rules are 
useful rules of thumb rather than master 
guides. The golden rule of borrowing only to 
invest,drawn up when deficits appeared en- 
demic, offers little help when you. are run- 
ning big surpluses. And judging budgets by 
the yardstick of earlier forecasts says more 
about the fallibility of those predictions than 
it does about the thrust of fiscal policy. 

It is certainly true that the budgetary 
stance has been much tighter this yearthan 
the Treasury expected, which in turn leaves 
the fiscal stance next year slightly tighter 
than predicted last March. But what matters 
now is the change that will occur between 
this year and next. The Treasury forecasts 
that the public-sector surplus (adjusted for 
the economic cycle) will fall from 1.4% ofGpp 
in 2000-01 to 0.3% in 2001-02 (see chart). That 
is a big fiscal relaxation by any standard. 

Ineffect, the fiscal easing planned for the 
financial year now ending has been deferred 
to the year starting in April. But there is un- 
deniably a big difference from the position 
last year, when the mr described the budget 
as “regrettably pro-cyclical”. The British 
economy was then gathering speed, whereas 
it is now threatened by the American slow- 
down. Arguably this budget could be de- 
scribed as fortuitously anti-cyclical. In that, 
as in so much of his time at the Treasury, the 
chancellor has been lucky. 
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For families 


* Children’s tax credit to be increased 
from £442 to £520 a year. Higher children’s 
tax credit of £1,040 for the first year of a 
child’s life, from April 2002 

* Statutory maternity pay to increase from 
£60 a week to £100 over two years, and the 
period to lengthen from 18 to 26 weeks, 
from April 2003 

e Two weeks’ paternity leave at the same 
| rate from 2003 

e Working families’ tax credit (wrtc) to 
rise by £5a week 

e Child-care tax credit limits within the 
wFTC to rise from £100 to £135 a week for 
one child and from £150 to £200 for two or 
more 


For everybody 


* Band for 1op tax rate to widen from the 
first £1,580 of taxable income to £1,880 


For hospitals and schools 


* £650m of extra annual spending over the 
next three years 


For business 


* Research and development tax credit to 
be extended to larger companies, subject to 
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consultation 

e Long-term capital gains tax for employ- 
ees with shares in companies to fall from 
40% to 10% 

e Value of employees’ share options quali- 
fying for tax relief under the Enterprise 
Management Incentives to double to £3m 
per company 

e var regime for businesses with a turn- 
over of up to £600,000 to be simplified 

e var registration threshold to rise to 
£54,000-a-year turnover 


For poor areas 

+ Stamp duty to be abolished in the poor- 
est bits of Britain 

e vat on residential-property conversions 
to fall to 5% 

e Empty flats over shops to attract 100% 
first year capital allowances 


For culture 

e vaton repairs to listed church buildings 
to fall to 5% 

* National museums and galleries to re- 
ceive vat refunds when they allow free ad- 
mission 

e Film-industry tax relief to be extended to 
2005 


For the unemployed 

e £200m for extra mentoring and training 
for hard-to-employ over-25s 

e A three-year £40m programme for train- 
ing for ex-drug addicts 

e Af1oom scheme toget more lone parents 
into work 


For drivers 

£55 reduction in car licence fees to be ex- 
tended to all cars with engines of up to 
1,549¢C 

* Duty on ultra-low sulphur petrol to be | 
cut by 2p a litre; on ultra-low sulphur die- | 
sel by 3pa litre 

e Duty on road fuel gases (alternative fu- 
els) to be cut by the equivalent of 3p a litre 
and not increased in real terms until 2004 


For drinkers and smokers 


e Duties on spirits, wine and beer to be 
frozen 

* Cigarette duty on a packet of 20 to rise by 
6p, in line with inflation but not an in- 
crease in real-terms 


For gamblers 
* Betting duty abolished 


For the dead 


e Inheritance-tax threshold to rise to 
£242,000 
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The Budget and business 


Only relate 


Mr Brown sought to improve relations with employers, but they won’t like 


his new measures for working parents 


MPLOYERS votes do not count for much, 
but their views do. Labour benefited in 
the 1997 election from its great love-in with 
business. But the affair has turned sour in the 
past year. Employer organisations have 
complained vehemently about the rise in 
corporate taxation and the heavy cost of 
new regulations. So one of Gordon Brown’s 
goals in this budget was to improve relations 
with business. 
The corporate sector has undoubtedly 
borne the brunt of Mr Brown’s tax increases. 





According to the Confederation of British In- 
dustry (cB1), companies have paid an extra 
£5 billion a year in taxation since 1997. In pre- 
vious budgets, the chancellor has certainly 
made some eye-catching concessions to 
firms. Corporation tax rates have been low- 
ered from 33% to 30%, with a 20% rate for 
small businesses and a 10% starting rate for 
very small firms. Small and medium-sized 
businesses have also been particularly fa- 
voured with higher first-year tax allowances 
for capital spending and a tax credit for re- 
search and development (rap). However, 
these concessions have been swamped by 
the abolition of dividend tax credits for pen- 
sion funds—the original “stealth tax’”—and 
the introduction of a new system for paying 
corporation tax, which has had the effect of 
bringing forward £8 billion of revenues over 
a four-year period starting in 1999. 

Stung by criticism from business after 
last year’s budget, Mr Brown tried harder to 
please in this one. He delivered little but 
promised quite a lot, especially to manufac- 
turers and small firms. His most important 
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pledge was a plan to provide an Rap tax 
credit for bigger companies, which he de- 
scribed as “the next tax incentive to back 
manufacturing and innovation”. 

At present, only firms with an annual 
turnover of up to £25m that spend at least 
£25,000 a year on R&D qualify for a tax credit. 
However, large companies account for 85% 
of total Rap. Furthermore, international 
comparisons show that British business 
spends much less on rap than business in 
other comparable countries like Germany 
and America. With the no- 
table exception of the 
pharmaceuticals sector, 
the shortfall is concen- 
trated in manufacturing, 
where Britain trails behind. 

To remedy these defi- 
ciencies, the chancellor is 
proposing a tax credit that 
will help larger companies 
if they increase their RaD 
spending, an approach al- 
ready in use in countries 
such as Japan and Amer- 
ica. One potential stum- 
bling-block to the pro- 
posal, on which the 
government will now hold 
consultations, is that the 
European Commission 
will have to agree that it 
does not constitute an un- 
fair state aid. However, Mr 
Brown is confident that he can persuade fel- 
low European finance ministers that sup- 
port for R&D should be encouraged in order 
to foster innovation and higher productivity 
throughout the Eu. 

The proposal for an rap tax credit has 
gone down well with business groups, un- 
derstandably since they have been lobbying 
hard for such assistance. They also wel- 
comed signs that the chancellor was now 
taking complaints about the burden of regu- 
lations seriously. The chancellor’s main ini- 
tiative against red tape was a new regime to 
simplify var for small businesses, which he 
said would help up to half a million compa- 
nies. He also announced a proposal to sim- 
plify corporation tax for small businesses by 
making their annual accounts the basis for 
calculating tax, saying that this would cut 
still more red tape. Digby Jones, director- 
general of the cai, said that “the changes in 
vat for smaller firms are exactly what we've 
been asking for.” 

But businessmen still have their doubts 
about Mr Brown. “His great tendency is to 
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tinker,” says John Whiting, a tax partner at 
PricewaterhouseCoopers, an accountancy 
firm. And, while reducing the burden of 
some regulations, the budget also an- 
nounced higher rates of statutory maternity 
pay, to be available for a longer period from 
2003. Working fathers will also then have the 
right to two weeks of paid paternity leave. 
Such measures, however desirable for fam- 
ilies with new babies, can cause real pro- 
blems for small firms. Furthermore, the bud- 
get conspicuously failed to meet many other 
demands made by employer groups. For ex- 
ample, the stamp duty for commercial pur- 
chases of property remained unchanged 
and the chancellor did nothing to reduce 
stamp duty on share transactions, Labour’s 
relationship with business is likely to remain 
troubled. 





Terrorism 


Real trouble 


BELFAST 


N 1998, a bomb planted by the Real rra in 

Omagh, a small town in Northern Ireland, 
killed 29 people. So great was the revulsion 
against the organisation then that many 
thought it would not survive. Sadly, it seems 
to have done so. The bomb planted in a Lon- 
don taxi outside the BBc’s headquarters on 
March 4th was the fourth attack in the capi- 
tal since last summer, though the first to 
cause considerable damage. The previous at- 
tack was a rocket last September aimed at 
the headquarters of m16. 

The Real ira has chosen high-profile tar- 
gets in London, and the mathematics of ter- 
rorist violence—one chance success can 
cause huge damage—make it impossible to 
be dismissive, even about a group with little 
support on the streets and few experienced 





A visit from the Real IRA 
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HOSE in charge of Britain’s town halls 

have only to hear the word culture, it 
seems, and they reach for application 
forms. Being the European City of Culture, 
an accolade bestowed annually by the 
European Commission, brings in not one 
penny of subsidy; yet as many as 50 cities 
and towns from Inverness to Brighton are 
thinking about bidding to be the next Brit- 
ish holder of the title in 2008. 

The prize, apart from being an excuse 
for councillors to puff up their chests, is 
civic prestige: transforming the way people 
inside and outside a city think of the place. 
The model for this is Glasgow, which used 
its year in the cultural spotlight in 1990 to 








The price of civic pride 


GLASGOW 


get rid of its run-down heavy industrial 
image and reinvent itself as a centre of art 
and fashion. 

People in Liverpool, Cardiff and Brad- 
ford who wantto give their city amakeover 
know by heart the economic benefits it 
brought to Glasgow. “Its tourist numbers 
increased by 81% in one year and its confer- 
ence business increased by 45%,” says Neil 
Rami, director of the joint bid by Newcas- 
tle and neighbouring Gateshead. Cultural 
activity boomed too. Long-disused tram 
sheds and market buildings were turned 
into theatre and concert venues, cafes and 
restaurants sprouted, and the city council 
spent heavily on such things as a new gal- 


lery of modern art. 

But this new image comes at a price, 
which Glasgow is now struggling to pay. 
The council says it needs £2m ($2.9m) from 
the devolved Scottish government for its 
galleries and museums. The McLellan Gal- 
leries, converted into an international- 
standard temporary exhibition space for 
£3m in 1990, will have to close soon to save 
money. 

Mark O'Neill, head of the city’s muse- 
ums and galleries, says that despite spend- 
ing £6.3m a year on its museums and galler- 
ies—more per head than any other Scottish 
local authority—Glasgow’s council cannot 
maintain its collection to international 
standards. Scottish Opera, based in Glas- 
gow, gets about £6m a year in subsidy. De- 
spite getting £2m to stave off bankruptcy in 
2000, it is now asking the Scottish govern- 
ment for another £1m handout. 

Since 1990, all sorts of arts ventures 
have sprung up. Giles Havergal, director of 
the long-established Glasgow Citizens 
Theatre, applauds the fact that there are 
more theatres now. But, he says, “I think 
there are slightly more seats than there are 
bums for them.” 

Glasgow’s arts impresarios have a par- 
ticular problem. A reorganisation of local 
government in 1996 abolished Strathclyde 
Regional Council, which handed out lots 
of cash to the arts. Glasgow Council could 
not make up the shortfall. Mr Havergal had 
to slash the drama output by the Citizens, 
an innovative theatre group. 

But that apart, Glasgow’s lesson for 
other would-be cities of culture is that, 
whereas the honour may bring in lots of 
tourists, cultural organisations are incapa- 
ble of making money out of them. And, if 
being a city of culture means there is a lot 
more culture about, a lot more subsidy will 
be needed to keep it going. 








bombers among its members. Terrorism 
needs only a small dash of luck to be suc- 
cessful. Early this year, a partially detonated 
bomb at an army barracks in County Lon- 
donderry would have killed many sleeping 
soldiers if it had exploded as planned. 

The Real 1ra was born in 1997, after the 
IRA restored its ceasefire so that Sinn Fein 
could be part of the negotiations on power- 
sharing in government. Five veterans of the 
IRA’s managing executive, all of them from 
south of the border, walked out. One was the 
quarter-master in charge of arms dumps. 
Some weapons went missing. 

The seniority of the defectors was da- 
maging, but the dissidents are thought to 
represent no more than a fraction of the 2-3% 
of the population north of the border who 
opposed the 1998 referendums north and 
south on the peace agreement. An attempt to 
establish a political wing, the 32-county 
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Sovereignty Movement, fizzled out. Many 
Real 1ra operations, on both sides of the 
Irish border, have been scuppered by police. 
That suggests that the group is thoroughly 
infiltrated—but not thoroughly destroyed. 

There have been several Real ira bomb- 
ings in Northern Ireland this year, and ar- 
rests afterwards show that the group has at- 
tracted many inexperienced youths, but also 
a number of discontented ira bomb-mak- 
ers, some of whom have clearly looted arms 
dumps for guns. They may also have picked 
up some Semtex plastic explosive, the 1RA’s 
favourite tool. Finds suggest that the dissi- 
dents have also established new sources of 
arms, for example in Croatia. Some people in 
the security forces believe they have now 
absorbed an older republican splinter 
group, the Continuity IRA. 

The Real 1ra is led from the Republic of 
Ireland, as the ıra was, with support in 


northern border districts like South Armagh 
and Fermanagh. But in October last year the 
mainstream IRA shot and killed a Real 1RA 
organiser, Joseph O'Connor, in their own 
stronghold of West Belfast. His murder lent 
support to the growing, and worrying, belief 
that the dissidents had begun to make head- 
way outside border districts. 

Republicans in the north are scathing 
about the “Brits Out” mentality of the Real 
IRA stalwarts in the deep south. The dissi- 
dents in turn mock people such as Martin 
McGuinness, a former 1RA commander, 
who is now minister for education. They ac- 
cuse him of helping the unionists to admin- 
ister British rule. Among some, that has a cer- 
tain force. Terrorism is an easy business, in 
many ways, compared to the difficulties of 
trying to make new government work, in 
partnership with the traditional enemy. 

a 
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Hague’s silly sally 


| es Conservatism itself, “compassionate conservatism” is a dif- 
ficult idea to pin down. But whatever it means, Bagehot feels a 
growing compassion for the Conservative leader, William Hague. 
The poor man seems incapable of getting it right. Last weekend he 
gave what was supposed to be a final, rousing, pre-election speech 
to the depleted forces of Conservatism, who had assembled in 
Harrogate for their party’s spring conference. Most of those 
present found the speech quite funny. Mr Hague invited his audi- 
ence to visit the “foreign land” that Britain was in danger of be- 
coming after another term of Tony Blair. The horrors he enumer- 
ated were the Royal Mint melting pound coins tomake way for the 
euro, the chancellor returning from Brussels with orders to raise 
taxes, the jail doors opening to re- 
lease criminals early, fuel taxes ris- 
ing, hospitals cancelling operations, 
the Dome still for sale, Peter Man- 
delson back in the cabinet for a 
fourth time, the Liberal Democrats 
still on the edge of their seats con- 
vinced that Mr Blair’s promised ref- 
erendum on voting reform was just 
around the comer. He also, in a sep- 
arate bit of his speech, promised 
that a Conservative government 
would sort out Britain’s “asylum cri- 
sis”. It would assess claims within 
weeks rather than years, and imme- 
diately deport asylum-seekers 
whose claims were unfounded. 
This speech pleased the Daily 
Mail well enough. But many other 
commentators coupled the “foreign 
land” bit of the speech to the asylum 
bit and then to the Eurosceptical bit 
and so detected a single, odious, 
train of Hagueite thought, The Con- 
servative leader, they concluded, 
was guilty of “base nationalism” 
(the Independent), “playing the race 
card from the bottom of the deck” 
(the Times) and displaying hostility 








hoped the Hinduja passport affair would make the government 
look sleazy. And soit did: more than 70% of respondents told MORI 
at the end of January that Peter Mandelson’s resignation had dam- 
aged the government's reputation. But the same poll found that 
this had made no difference to people’s voting intentions. The To- 
ries hoped that the government would fail to transform public ser- 
vices. It did fail: Mr Blair himself has admitted to raising expecta- 
tions too high. But the Tories have not yet profited from their 
expensive campaign on the theme of “you've paid the taxes, so 
where are the teachers/doctors/nurses?” A Mort poll in January 
found that voters were disappointed with many aspects of La- 
bour’s record on health and schooling. But the same poll found 
that most voters expected public 
services to stay the same (45%) or get 
worse (32%) under the Tories. Aston- 
ishingly, neither Mr Hague nor La- 
bour—with its scaremongering 
posters about £16 billion ($23 billion) 
of Tory spending “cuts’’—~have per- 
suaded voters that the Conserva- 
tives would even reduce taxes. Ac- 
cording to MORI, most people 
believe that taxes would either re- 
main at about the same level (43%) 
or rise (35%) under the Tories. 

So maybe it was desperation 
that drove Mr Hague to make so 
much in Harrogate of the Tories’ 
promise to “give you back your 
country”. This would consist mainly 
of fixing a constitution vandalised 
by Mr Blair, opposing the sover- 
eignty-devouring encroachments of 
the £u and repatriating some pow- 
ers already ceded to Brussels. It is a 
policy that Mr Hague’s critics, in his 
own party and in others, disparage 
as xenophobic, but that all the poll- 
ing evidence shows to be popular. A 
large majority of voters opposes Mr 
Blair’s plan to join the euro, MORI re- 








to the £u of a “breadth he’s never 

shown before” (the Guardian). As after earlier controversial 
speeches on policing or asylum, Mr Hague had to fend off accusa- 
tions that he was a racist. But he could not claim this time to be sur- 
prised. Part of his speech —“talk about crime and they call you re- 
actionary; talk about asylum and they call you racist...”--was a 
defiant peroration against political correctness. In other words, he 
understood the reaction he would provoke, and still judged the 
provocation to be worthwhile. 

That was a mistake. No liberal-minded person would deny 
that Mr Hague is entitled to explain his policy on asylum. But he 
chose the wrong occasion. The last speech before his last party 
conference before the election was where Mr Hague was expected 
toset out his biggest ideas: his indictmentof Blairism and his vision 
of what now made Conservatism distinctive and alluring. Neither 
half of this job was going to be easy. How to indict a Labour gov- 
emment that has hardly puta foot wrong on the economy? How to 
make the old Conservatives look alluring when New Labour has 
filched so many Conservative ideas? 

Before going to Harrogate, Mr Hague had seen one arrow after 
another bounce se off ey Blair's shield. The Tories had 
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ported last June that more than 60% 
of British people thought joining would mean giving up their “na- 
tional identity”. But suspicion of the EU goes much deeper even 
than that. A few polls have shown small majorities in favour of 
leaving the ev altogether. A December poll by 1cm, administered 
in seven EU countries, showed that Britons alone opposed the idea 
of electing the ev president directly. They are less willing than any 
other £u citizens to call themselves “European” and much less 
trusting of the Union’s institutions, Let liberal commentators de- 
nounce Mr Hague as a Little Englander: his sceptical line on the eu 
causes tension in the party but endows it with at least one arrow 
capable of penetrating Mr Blair's armour. 

Which, paradoxically, is why Mr Hague’s little sally on asy- 
lum-seekers was a mistake. British Euroscepticism stems from 
many different motives: technical worries about monetary union, 
concern about sovereignty, a belief in the resilience of Britain’s 
own political institutions. But at some point along this spectrum, 
the respectable motives shade into less respectable ones, and fi- 
nally into the petty loathing of foreigners that Mr Hague is accused 
of pandering to in Harrogate. By making it easier for enemies toim- 
pug his motives, he may ie blunted his sharpest weapon. 
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Total dividend of U.S.$2.09 (+38%) 


- final dividend U.S.$1.33 in cash 
- dividend includes special dividend re CCF of U.S.$0.35 


Stock split 2:1 





ING Group financial year 2000 


ING celebrates 10‘ anniversary: market cap increased from 


U.S.$5 billion in 1991 to approximately U.S.$70 billion 


5% Increased focus on synergy 










































(in-millions of dollars, T 1999 2000. % change 
except for amounts për share) * | 

Operational net profit: 

~ insurance operations 1,816 2,184 20.2 
+ banking operations 1,187 1,544 30.1 
Operational net profit 3,003 3,728 24.1 
Non-operational items 1,574 7418 371.1 
Net profit 4,577 11,146 143.5 
Per ordinary share: f 

Distributable net profit 3.41 4.76 39.5 
Operational net profit 3H 3.89 24.8 
Dividend (incl. special dividend re CCF) 1.5 2.09 38.0 
(in billions of dollars) * Year-end 2000 

Total assets 

Shareholders’ equity 32.1 

Total assets under management 321.1 

Operational net return on equity 

















* EUR 1.00 = U.S,$0,93000 (exchange rate on 31 December 2000). 


® In 2000, operational net profit increased by 24.1% to U.S.$3,728 million. Net profit, including non-operational items, rose 














by 143.5% to U.S.$11,146 million. Distributable net profit (including U:S.$776 million from the sale of the participation 
in CCF) was U.S.$4,558 million against U.S.$3,289 million in 1999 (+38.6%). 

Operational net profit from insurance operations rose by 20.2% to. U.8.$2,184 million, reflecting a continued strong 
performance of the life, non-life and insurance general operations. Realised capital gains of U.S.$577 million (against 
U.S.$525 million in 1999) were included in the operational net result, Net profit increased by 200.2% to U.S.$8,891 million. 
The operational net profit from banking operations went up by 30.1% to U.S.31,544 million due to strongly increased 
commission income, a much improved result from financial transactions and decreasing additions to the loan loss provision 
(lowered by 31.0% to U.S.$372 million, especially at ING Corporate & Investment Banking). Net profit improved by 
39.6% to U.8.$2,254 million. 

Assets under management increased by 45.7% to U.S.$467.9 billion, Excluding ReliaStar, Aetna and the sale of equity investments 
to finance the acquisitions in the US, organic growth. was U.8.$20.8 billion (+6.5%). Organic net new inflow of assets 
amounted to U.S.$15.3 billion. Assets managed on behalf of external clients rose by 50.7% from U-S.$220.8 billion to 
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Gadget wars 


NEW YORK 





A new breed of consumer-electronics device is emerging from the computer 
industry, and with it a new sort of consumer-electronics company 


INCE its creation with the videocassette 

recorder 25 years ago, the modern con- 
sumer-electronics industry has changed 
surprisingly little. Apart from the personal 
computer (pc) and mobile telephone, which 
have both become industries in their own 
right, five new product categories have 
achieved mass acceptance: the video re- 
corder, videogame consoles, cp players, an- 
swering machines and cordless phones. 
During that time, however, the main compa- 
nies making consumer electronics have re- 
mained broadly the same. The list is still 
dominated by the Japanese firms, such as 
Sony and Matsushita (Panasonic), that have 
led for decades. 

This tidy arrangement is in for a jolt. 
Over the past few years, a host of new digital 
gadgets with mass-market potential has ar- 
rived. These gizmos are both radically differ- 
ent from their predecessors and often made 
by firms outside the usual consumer-elec- 
tronics world. Many are devices spun from 
the computer industry, such as personal dig- 
ital assistants (ppas, such as the Palm) and 
recordable cp players. Others, such as digital 
cameras and pvp drives, have their roots in 
consumer electronics but have nevertheless 
been adopted by pc users first. 

Joining them are dozens of similar de- 
vices—such as portable mp3 players, “per- 
sonal video recorders” (pvrs, such as the 
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TiVo), interactive pagers and Internet ra- 
dios—that, although aimed at smaller audi- 
ences, are no less a departure from the usual 
consumer-electronics fare. And later this 
year, Microsoft will take aim at one of Ja- 
pan’s longest-lasting consumer-electronics 
strongholds when it releases its XBox video- 
game console, based on the guts of a pc. 

This fabled “convergence” of the ana- 
logue consumer-electronics world with the 
digital world of computing has been a long 
time coming. But unlike the simple substitu- 
tion of, say, a digital camcorder for an ana- 
logue one, the new products have funda- 
mentally different pna from their pre- 
decessors. The new wave of digital devices 
not only use pc technology and are mar- 
keted as pc peripherals, but are often made 
by companies that have their roots in the pc 
industry itself. 

A few years ago, a typical gadget-hound 
might buy his camera from Olympus, his 
Walkman from Sony, his video recorder 
from Panasonic, his handheld organiser 
from Sharp, and his game console from Nin- 
tendo. Now his digital camera is just as likely 
to come from Hewlett-Packard, his MP3 
player from Sonicblue, his organiser from 
Palm and his next game console from Micro- 
soft. The list of surprising new consumer- 
electronics firms goes on and on: Dell, Com- 
paq and Gateway are all selling their own 


mpP3-playing stereo boxes; 3Com makes a ta- 
bletop Internet radio; Intel sells digital cam- ` 
eras, portable audio players and even digital - 
microscopes for children. 

Although the rc itself is nearly as old as 
the video recorder, the rise of its consumer- 
electronics offshoots is a reflection of its ma- 
turity. As it has penetrated a mass market, 
and as broadband connections to the home 
have spread, the pc has become an enter- 
tainment huband the heart of the digital life, 
with the gadgets to match. 

The fact that consumers think of digital 
cameras, Mp3 players and the like as pc ac- 
cessories not only influences how they use 
them, but also which firms they buy them 
from. With few exceptions, consumer-elec~ 
tronics firms have stumbled when they have 
ventured into pc territory, in part because 
the notion of building products that depend 
so much on technology from Microsoft and 
Intel runs counter to their culture. For all its 
market might, Sony tried for years to crack 
the ec market, failing with several undistin- 
guished desktop and laptop lines before de- 
signing its hit Vaio notebook with the help of 
former marketers from Apple Computer. 
nec has suffered from both its own failures 
and its catastrophic acquisition of Packard 
Bell, once a rc leader. 

The struggles of the consumer-electron- 
ics giants to bridge the divide have created an 
opportunity for the Dells, Compags and 
Gateways of the world to use their own com- 
puting strengths to push the other way. Their 
new digital devices are not evolutions of ex- 
isting products; they are something com- 
pletely new. Consumers come to them with- 
out preconceptions. 

Buyers do not think of an Internet radio, 
for instance, as just another sort of radio, but 
rather as the sophisticated piece of network- 
ing and computing equipment that it is: for 
that, they may well trust 3Com far more than 
Aiwa. Likewise for a portable mp3 player. 
Any fans of Sony’s Walkman who try the 
digital version will be sorely disappointed. 
Because Sony is also a music publisher, it has 
saddled its mp3 players with fiendishly com- 
plicated anti-piracy software that makes 
them hard to use. These are signs of a con- 
sumer-electronics firm that does not fully 
understand the culture of computing. It is 
notable that when Sony released itsown ppa 
and pvr, it had to base them on technology 
licensed from Palm and TiVo, a rare display 
of weakness from a company that has long 
tried to push its own standards. 

Although digital technology has created 
a great opportunity for consumer-electron- 
ics outsiders, they would not succeed with- 
out another, parallel trend. Once, to be a big 
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consumer-electronics firm meant building 
and operating huge factories in low-cost 
parts of the world. Now this work is increas- 
ingly outsourced to contract manufacturers, 


such as Flextronics and Solectron (which re- 
cently bought two factories from Sony). 


These companies will work for anyone, al- ; 
lowing even the smallest start-up to manu- 


facture devices on the same production line 

as, say, Panasonic. New-age consumer-elec- 
> tronics firms, such as Palm and Handspring, 
do not have a single factory between them, 
despite shipping tens of millions of de- 
vices.The rise of the contract manufacturer 
has lowered the barrier to entry into the 
business dramatically. 


This time it’s different, isn’t it? 

So new companies can increasingly chal- 
lenge the huge incumbents. But should they? 
After all, most American firms left the busi- 
ness in the 1970s not because they could not 
innovate but because their shareholders 
could not stomach the poor earnings. Con- 
sumer-electronics devices are among the 
fastest to commoditise, as Asian firms 
quickly copy technology and drive prices 
down. The success of the Japanese can be 
partly explained by a capital structure that 
has allowed them tosurvive with little profit. 

But here, too, digital may turn out to be 
different. As with the rc itself, most of the 
value turns out to be not in hardware but in 
software and related services. Palm's strategy 
iseventually to make most of its money from 
licensing its technology, selling content and 
software to be used on its devices, and pro- 
viding services such as wireless Internet ac- 
cess. Microsoft expects to lose money on its 
XBox hardware, but make it back with ser- 
vices such as online multiplayer game net- 
works. TiVo already makes most of its 
money from subscription fees. 

Does all this spell the end of Japan’s 
domination of the consumer-electronics in- 
dustry? Not quite. For a start, the new digital 
devices account for fewer than 10% of con- 
sumer-electronics sales in America; the 
overall market share of Japanese firms in the 
United States has hardly budged over the 
past decade. Indeed, a more superficial digi- 
tal shift—the transition from video recorders 
to pvp and from analogue camcorders to 
digital ones—will provide huge windfalls 
over the next few years for the Japanese 
firms that dominate both markets. 

Secondly, Japanese firms may have been 
far slower than their pc cousins to introduce 
digital innovations, but at least they know it: 
most now have Silicon Valley research lab- 
oratories, and all talk a good digital game. 
They are still huge conglomerates, torn by in- 
ter-divisional rivalries and constitutionally 
conservative. But for hybrid products with 
their roots in both analogue and digital 
camps, their evolutionary approach has 
proved good enough to protect market 
share: with a few exceptions, the leaders in 
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digital cameras are the same Japanese firms 
that dominate film cameras. 

Nor is it clear that the shift towards pro- 
ducts from the mostly American computer 
industry is permanent. So far, most of the 
new digital devices have gone to gadget 
fiends and knowledgeable pc users, who are 
comfortable with brands from the computer 
industry. But as the products spread to the 
mass market, they will meet consumers who 
expect gadgets to be, above all, easy to use, 
and who may even think of an Internet radio 
as, well, a radio. This is the stronghold of the 
established consumer-electronics giants, 
with their trusted brands and their huge re- 
tail channels. It is their market to lose. But itis 
no longer their market alone. 


Coca-Cola 


A cultural 
revolution 


NEW YORK 


66 JET a hundred flowers blossom, and let 

a hundred schools of thought con- 
tend.” Douglas Daft, Coca-Cola’s chair- 
man--and formerly its man in Asia, where 
he built his reputation—seems to have taken 
one of Mao Zedong’s favourite sayings to 
heart in his attempts to shake up the Atlanta- 
based soft-drinks giant. The company has 
started to emphasise a whole stable of 
brands alongside traditional Coca-Cola, 
some of which—God forbid!—are not even 
fizzy. Local managers, and even humble bot- 
tlers, have been encouraged to contribute 
ideas and assume more responsibility. There 
has even been progress on increasing diver- 
sity among its staff, an issue that had long 
dogged Coke and led to a lawsuit from black 








employees last year. For the first time in 
years, Coke's people have been encouraged 
to debate the future of their company. 

But too much debate, as Chairman Mao 
realised, can be bad for the revolution. On 
March 4th, Coke announced that Jack Stahl, 
its highly respected president and chief op- 
erating officer, was resigning as part of a re- 
organisation of top management. Mr Daft 
argues that its new structure, which cuts six 
divisions down to three geographical fief- 
doms and a New Business Ventures unit, re- 
ceived Mr Stahl’s blessing, even though it 
made his job superfluous. But after months 
of speculation about strategic differences 
between Mr Daft and his number two—-Mr 
Daft hints at tussles over Mr Stahl’s relative 
slowness in making decisions—that seems a 
little too convenient. 

This impression is reinforced by Coke’s 
recent history. Mr Daft’s predecessor, Dou- 
glas Ivester, refused to appoint a chief op- 
erating officer and had Coke's regional bar- 
ons report directly to him. His autocratic 
manner irked fellow directors, however, and 
it was notable that one of Mr Daft’s first acts 
as boss was to elevate Mr Stahl, previously 
head of the group’s American operations 
and its Minute Maid juice company. Now, 
Mr Daft has ditched the idea of having a sec- 
ond-in-command again, in the name of cut- 
ting a layer of bureaucracy. 

If this means that Mr Daft, a consensus- 
seeker by nature, is toughening up, that may 
be no bad thing. His control of the company 
certainly looked shaky late last year after the 
board overruled his attempt to buy Quaker 
Oats, which makes the Gatorade sports 
drink. Following two years of lower-than- 
expected growth, Coke needs firm leader- 
ship to push through changes in strategy. But 
Mr Daft must walk a tightrope: neither 
Coke’s employees nor its suppliers will wel- 
come a return to the command-and-control 
structure, centred on Atlanta, that character- 
ised the last regime. 

Beyond that, Mr Daft continues to face 
tough market conditions. He has fought back 
by launching new initiatives. Since the be- 
ginning of this year, he has created a new 
company with Nestlé to chase market share 
in ready-to-drink tea and coffee;announced 
an exclusive global marketing partnership 
with Warner Bros for the eagerly awaited 
Harry Potter film; formed a $4 billion joint 
venture with Procter & Gamble (pac) to 
market juices and snacks; and signed a deal 
with Walt Disney to brand Coke’s Minute 
Maid drinks with Disney characters. 

Much of this is the kind of innovative 
marketing that Coke needs more of, even 
though Wall Street gave the thumbs down to 
the agreement with pac on the ground that 
the brands contributed by the household- 
products giant, such as Pringles crisps, are 
slow-growing, But the real problem is thatall 
this is just tinkering. The vast majority of 
Coke’s sales and profits continue to come 
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from fizzy soft drinks, where volume growth 
remains well below the group’s 7-8% long- 
term target. Mr Daft will be judged on his 
ability to get this core business (“our life and 
our money”) moving again. His Long March 
is only just beginning. 

= 





Enterprise software 


Analyse this 


AMSTERDAM 


N THE days when all shopping was local, 

shopkeepers would often hand over a 
customer’s goods before being asked to, be- 
cause they knew whateach person routinely 
wanted and had prepared the order in ad- 
vance. Such precision remains the envy of 
modern companies competing to attract 
new customers and retain existing ones. For 
banks, utilities and other mass-market 
industries, the goal of truly personal (and 
profitable) service has proved largely elusive. 
Now, however, a new generation of high- 
tech firms thinks it has found a solution. 

In recent years, software companies 
have developed systems to automate cus- 
tomer relationship management (CRM), as it 
is known, and thereby to help marketing, 
sales and service teams to operate more effi- 


ciently. The market for crm software 
is dominated by Siebel Systems, a 
fast-growing American company 
thatis as powerful in itsown sector as, 
say, Oracle is in databases. 

Thecrm market has so far proved 
more immune to dotcom fall-out 
than other bits of the software busi- 
ness (although Siebel’s shares fell by 
14% on March 6th, on news that a top 
sales executive was defecting to Vi- 
gnette, a Texan rival). Few established 
companies have felt they can afford 
toignore this powerful new way ofin- 
teracting with customers. European 
firms, for instance, spent some $423m 
(€397m) on crm software in 1999. 
That figure is expected to rise to $3.5 
billion by 2004, according to the 
Gartner Group, a consultancy. 

However, crm has failed to live 
up to its promise. Take a typical large 
retail bank. It might spend two years install- 
ing a fancy CRM system in its call centre, at a 
cost of as much as $30m. The system can help 
the bank’s operators to deal with customers 
more quickly so that more calls can be pro- 
cessed. And the marketing people can 
“mine” data for information about custom- 
ers and use it to design new products. But 
that is about the extent of the benefits. The 
marketing team still relies mostly on feel. 


The days before software 
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And because the bank also connects with its 
customers in branches, via cash machines, 
on the web and so on, the crm system has 
limited power to view each customer’s over- 
all relationship. Itis therefore unable to make 
insightful suggestions about what custom- 
ers might be lured into buying. 

New software means this could become 
an old problem. The trick, says Robert Bal- 
dock, chief executive of Data Distilleries, a 








SAN FRANCISCO 


HEN eBay, the king of online auc- 

tion houses, went public in Septem- 
ber 1998, Wall Street held its breath. It was 
the first high-profile initial public offering 
(1p) since Russia’s financial crisis had trig- 
gered a mini-crash and made new stock- 
market listings all but impossible. On the 
first day of trading, eBay’s stock soared to 
three times the offer price—setting the 
stage for the dotcom 1Po frenzy that abated 
only last spring. 

This week there was a strong sense of 
déja vu, as investors ran the rule over an- 
other bellwether rro after a drought of of- 
ferings (see chart). Loudcloud, a Silicon Val- 
ley start-up co-founded by Marc 
Andreessen, of Netscape fame, was ex- 
pected to sell shares worth up to $200m on 
March 8th. But even if Loudcloud’s debut is 
a huge success (its shares had yet to start 
trading as The Economist went to press), 
nobody is expecting it to do for the high- 
tech market quite what eBay managed. 

To be fair, Loudcloud is not your aver- 
age dotcom—even though, at first sight, the 
firm looks much like other Internet start- 
ups, and is yet to make a profit (it booked a 
loss of $108m for the first nine months of 
2000). To begin with, Loudcloud has Mr 








Not quite another eBay 


Andreessen, whose first company, Net- 
scape, ignited the inaugural boom of In- 
ternet rros in 1995. The company also has 
an interesting business plan. Loudcloud is 
trying to carve a niche as a “managed ser- 
vice provider”, or Msp. The firm, founded 
in September 1999, has spent much money 
to develop technology that helps it to auto- 
mate the building of complicated websites 
for its customers and to ensure that those 
sites are secure and run well. So far, more 
than 40 firms have signed up, including 
AOL, Ford and Nike. 

Assembling the pieces needed to build 
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a large e-commerce system—equipment, 


comean attractive business. There aregood 
reasons for companies tooutsource this ac- 
tivity: technology is getting ever fiddlier, 
while rr talent is getting ever more scarce, 


on Loudcloud, but is unlikely in itself to re- 


almost daily. On March 7th, for instance, 


that its chairman and chief executive, Tim 


been taken fora ride by the hype brigade of 


the press. The danger, though, is that inves- 





network connections and soon—could be- 


relative to demand. It is no surprise, then, 
that Loudcloud does not have the field to 
itself. Several other firms, including Exodus 
and 1BM, now offer similar services. 

All this might convince investors to bet 


vive their enthusiasm for technology Pos. 
It does not help that bad news is emerging 


Yahoo!, the world’s biggest web portal, said 
that revenue and profits for the first quar- 
ter of 2001 will come in well below expecta- 
tions, due to weak advertising sales, and 


Koogle, will give up the latter job. 

More important, past IPO excesses 
have had a lasting effect on investors’ ap- 
petite for technology listings. Of all the In- 
ternet rros in 1999 and 2000, only a few are 
trading above their offer price. Individual 
investors in particular feel that they have 


venture capitalists, investment banks and 
tors will now turn their backs on genuinely 


promising start-ups. Loudcloud might 
even be one of them. 
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privately owned Dutch company, is to ana- 
lyse customer behaviour in advance, sothat 
a personalised offer can be made with a 
good chance that it will be accepted. Old sys- 
temscannotdo this because by the time they 
generate a sales idea it is too late: the cus- 
tomer has already rung off or walked away. 
Data Distilleries built its software around the 
assumption that there are normally only a 
few seconds during which customers can be 
assessed. If they possess the right attributes, 
then they can be offered a relevant product. 
Using algorithms, Data Distilleries’ call-cen- 
tre application can flash up a sales idea in 
less than two seconds, so operators have am- 
ple time to make a pitch that is precisely tai- 
lored to the client. 

This approach to crm can have signifi- 
cant advantages. Spaarbeleg, a savings and 
investment subsidiary of Aegon, a Dutch fi- 
nancial-services group, receives more than 
2m calls each year at its call centre. Before it 
introduced Data Distilleries’ software during 
1999, its operators sold a new product 
roughly once every 4,000 calls. Today they 
average a remarkable rate of better than one 
sale for every two calls during which an offer 
is made. Spaarbeleg’s direct-mail campaigns 
have also become more effective. 

Data Distilleries does not have this lu- 
crative bit of the crm market to itself: rivals 
include Norkom, an Irish company, Quad- 
stone, a British one, and America’s E.piph- 
any. But Data Distilleries has one big advan- 
tage: a strategic alliance with Accenture 
(previously Andersen Consulting), a global 
consulting group that also owns an equity 
stake and is busily putting its new partner in 
touch with senior managers in client compa- 
nies. However good your technology, it pays 
to have friends in the right places. 


——e | 





Czech industry 


Poor planning 


PRAGUE 


HO said the planned economy was a 

thing of the past in Central Europe? 
The Czech government is working on a 
scheme to spend 265 billion korunas ($7 bil- 
lion) to revive the flagging economy. Around 
40 billion korunas of this would go to some 
big unnamed companies in financial trou- 
ble. They employ many people, and Miros- 
lav Gregr, the industry minister and the 
plan’s architect, reckons they might stand a 
chance with a large dollop of aid. 

Many of the firms are struggling to re- 
cover from a brutal two-year recession in 
1997-99 that followed a currency crash. But 
their problems go back further, to a flawed 
programme of voucher privatisation in the 
early 1990s, which resulted in scattered own- 
ership and a lack of corporate discipline. 
Straggling conglomerates ignored restructur- 
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ing and became deeply indebted, abetted by 
soft lending by the big state-owned banks. In 
the end, so many companies could not pay 
their debts that the banks almost collapsed. 
The resulting credit crunch caused the reces- 
sion and a sharp rise in unemployment, 
which is still three times the 1997 level. 

Fortunately, the Czechs have learnt 
some lessons from that collapse. Most of the 
banks have been sold to foreigners, so com- 
panies can no longer struggle along on soft 
credit. Bankruptcy laws have been beefed 
up, too. Between 1989 and 1996, just three 
firms went bust. Since the currency crash, 
thousands have gone to the wall. 

Others have been restructured over the 
past two years by the state “hospital bank”, 
Konsolidacni Banka. Helped by western ad- 
visers, it has slimmed many state-owned 
firms and split them into sellable bits. Parts 
of Skoda Plzen, a troubled engineering 
group, were sold to western firms last year, 
while Germany's Siemens has been eyeing 
CKD, a tram-maker. Even Zetor, which 
makes tractors, looks likely to be sold soon. A 
symbol of communist pride, it returned to 
operating profit after being forced to build 
tractors only when it had received firm or- 
ders. These firms are recovering mainly be- 
cause lack of cash forced them to restructure. 

Mr Gregr’s scheme may now hand them 
money and reverse that process. Many 
Czech companies are dead on their feet. He 
aims to get them walking, This is not his first 
attempt: he launched a similar scheme in 
1999 to rescue more than 30 big, sickly firms. 
Lack of cash and protests from the European 
Commission meant that plan was watered 
down, and eventually covered just eight 
firms. A couple have since been sold, but 
most still languish in state hands. The betting 
in Prague is that these are the companies that 
Mr Gregr now wants to throw more money 
at, along with another 30 or so that long ago 
ceased paying their debts. 

In fact, companies with potential do not 
need Mr Gregr’s plan. Money is less of a pro- 
blem than it was, because foreign invest- 
ment has started flooding into the country. 
Until the currency collapse, the Czechs gen- 
erally scorned foreign investment, preferring 
to keep big companies in local hands. Since 
then, a package of investment incentives 
and some big privatisations have brought 
foreign cash rolling in. Big investors include 
television makers such as Japan’s Matsush- 
ita, Philips, a Dutch electrical group, and car- 


parts makers such as Germany's Bosch. 
These have been drawn to the Czech Repub- 
lic by its clever, cheap workers and its prox- 
imity to the eu. Some $4.5 billion, or nearly 
10% of Gop, flowed in last year. Another $8 
billion will arrive if the government suc- 
ceeds in selling a 64% stake in cez, the main 
electricity generator (though the process was 
held up this week by the threat of lawsuits 
from spurned financial advisers). 

This foreign money is turning industry 
round. Foreign-owned firms now account 
for nearly half of Czech exports, and were 
responsible for almost all of the 17% surge in 
exports last year. And although total indus- 
trial production went up by a more modest 
5%, it exploded in industries with heavy for- 
eign investment: transport production went 
up by 45%, for example, fuelled by the half- 
million cars built by Volkswagen-owned 
Skoda (no relation of Skoda Plzen). 

Yet Mr Gregr wants to resuscitate the 
very bits of Czech industry that foreigners 
are avoiding. Why bother? He claims that 
“the market on its own cannot resolve the 
situation.” With the budget deficit running at 
9% of cpp, though, he may yet be refused the 
cash to turn his grandiose vision into reality. 
Perhaps he will be forced to let the market do 
its work after all. 





Internet governance 


Domain strain 


SAN FRANCISCO 


MONOPOLY can be a good thing-at 

least when it comes to Internet ad- 
dresses. There has to be some sort of central 
governing body toensure a unified system of 
domain names, as the strings of characters 
ending with com or .net are called. Other- 
wise, the online world could soon fragment, 
with some websites inaccessible to some us- 
ers. This is the raison d’étre of the Internet 
Corporation for Assigned Names and Num- 
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A dream car 


T IS a rare prospectus that begins with a 

quotation from Goethe: “Whatever you 
can do, or dream you can, begin it. Bold- 
ness has genius, power and magic init.” But 
Amory Lovins, the venerable co-director 
of the Rocky Mountain Institute, a green 
think-tank, is not a normal entrepreneur. 
He thinks that the car industry’s incre- 
mental approach to cutting emissions will 
never amount to much. He intends to rede- 
sign the car from scratch. 

Mr Lovins has devised a concept car 
that he is sure will spark a revolution in the 
motor industry. For nearly a decade, a 
crack team of engineers has been beaver- 
ing away in a hideout high in the Rocky 
Mountains. They have come up with the 
Hypercar, powered by a 
fuel-cell, zero-emission en- 
gine. This engine takes oxy- 
gen from the air and hydro- 
gen from its tank to create a 
chemical reaction that pro- 
duces electricity and water, 
the only by-product. 

This alone would be 
unremarkable, given that 
all the world’s car makers 
are into fuel cells, if only be- 
cause they have to meet 
zero-emission mandates in 
California. The difference 
with the Hypercar is that it 
takes a holistic approach. 
The entire body is made of 
composite plastics. The 





transmission and steering are entirely elec- 
tronic, which removes the need for clunky 
mechanical parts. Instead of a steering col- 
umn and wheel, there are games-machine 
joysticks, as in the cockpit of the latest Air- 
bus jets—where a “fly-by-wire” system 
largely replaces heavy hydraulic and me- 
chanical controls. The result is a big car 
with a fuel economy comparable to 100 
miles per gallon (42.5 km per litre) of gaso- 
line, almost twice what today’s most eco- 
nomical (diesel) cars can achieve. 

Can this be serious? The technologies 
that Mr Lovins champions are not really 
far-fetched. Carbon composites, elec- 
tronic controls and even fuel cells are feasi- 
ble today. The reason that they have not 





A Revolution in the making 





been much used in cars is that established 
car makers have invested vast sums in con- 
ventional manufacturing technology. This 
has made them reluctant to embrace radi- 
cal approaches. 

Mr Lovins thinks he has come up with 
a business model that will swing the car gi- 
ants behind him. One track of it is to put 
much of his technology in the public do- 
main to spur established manufacturers to 
pick it up; the other is to keep to himself the 
most advanced bits, and to establish Hy- 
percar as a niche, low-cost manufacturer. 
He is off toa good start: the Hypercar has so 
far cost only $2m to develop, around a 
tenth of what it would costa traditional car 
company to get this far. 

Although Mr Lovins is cagey, he ad- 
mits that he has backing from big car-parts 
manufacturers, technology giants (includ- 
ing Sun Microsystems) and 
others. His strategy involves 
demand-led lean produc- 
tion of the kind pioneered 
by Dell Computer; he 
claims he needs to sell only 
20,000 of a given model— 
such as the Revolution—to 
make a profit, because his 
production method will do 
away with expensive capi- 
tal equipment. It may not be 
long before Mr Lovins finds 
out whether his airy con- 
cept car will really take off: 
he is currently passing the 
hat around, hoping to raise 
around $50m in additional 
financing. 








bers (ICANN), the non-profit group that 
oversees the Internet’s address system. 

Yet for the first time, ICANN’s monopoly 
faces a serious challenge. On March sth, 
New.net, a start-up based in Pasadena, Cali- 
fornia, began selling domain names based 
on suffixes that are not sanctioned by 
ICANN. For an annual fee of $25, consumers 
and companies can register Internet ad- 
dresses with 20 new suffixes (known as top- 
level domains), including .kids, sport and 
.xxx. If ICANN bungles its response, the 
launch of this service could mark the begin- 
ning of the end of a unified cyberspace. 

This is not the first attempt to create an 
alternative to the existing domain-namesys- 
tem. But the previous initiatives, which go by 
names such as Alternic, Opennic and 
Open Root Server Confederation, have 
failed to catch on with more than a small, 
politically conscious minority. This is mainly 
because they have not had the money or 
credibility to overcome a chicken-and-egg 
problem: to get Internet service providers 
(1sps) to funnel traffic to their servers, they 
need a large number of users. But to acquire 
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those users, they need tsps to sign up. 

New.net is the first challenger to ICANN 
with a chance of reaching critical mass. It is 
backed by Idealab!, a well-financed, though 
not always successful, dotcom incubator 
(one of its better-known hatchlings, eToys, 
filed for bankruptcy this week). More im- 
portant, New.net has forged partnerships 
with leading American tsps, such as Excite- 
@Home and Earthlink, giving it 16m poten- 
tial users from the start. And it has found a 
clever way to extend the official domain- 
name system. If web users want to have ac- 
cess toa site with a.com or .net address, their 
requests are handled by the existing infra- 
structure. If they type in a New.net address, 
the firm’s technology automatically adds the 
extension “new.net”, which routes the re- 
quest to the firm’s own name system. 

None of this guarantees New.net’s suc- 
cess. But if it takes off, there will be problems 
down the line. What if, for instance, ICANN 
wants to add top-level domains such as 
kids, travel or .game—all of which have 
been proposed to the organisation, but are 
now also in New.net’s portfolio? 


In some ways, ICANN has only itself to 
blame for this mess. It has dragged its feet in 
providing new domains, thus creating 
pent-up demand for memorable web ad- 
dresses. It is mainly IcANN members with 
famous trademarks that have slowed the 
process, fearful that new domains would di- 
lute their brands. On March 2nd, 1cANN offi- 
cials said that the introduction of seven new 
domains (.aero, .biz, coop, info, name, .mu- 
seum and .pro), which the organisation’s 
board had picked last November, could be 
delayed for several months. 

Might everything turn out all right in the 
end? The happiest result would be for 
ICANN totake the challenge from New.net as 
an opportunity to speed up the introduction 
of new domains by streamlining its cumber- 
some administrative procedures, so that a 
sufficient number of new suffixes can be 
added regularly and in an orderly fashion. 
There would then be less reason for compet- 
ing services such as New.net to exist—and 
less danger of the Internet becoming infuri- 
atingly balkanised. 
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The man who would be cool 


In wooing Napster, Thomas Middelhoff, the boss of Europe’s biggest media group, 
hopes to make money—but money isn’t everything 


E IS, he says, an “American who just hap- 

pens to have a German passport.” Even 
more than wanting to be seen as American in 
his approach to business, perhaps what 
Thomas Middelhoff, the boss of Bertelsmann, 
really yearns for is to be considered cool. 

It is difficult to think of a better explanation 
for Mr Middelhoff’s extraordinary decision last 
November to put money into Napster, the pa- 
riah of the recording industry. Although Ber- 
telsmann, through its music subsidiary, BMG, 
in common with the four other big music com- 
panies, is still suing Napster for massive copy- 
right abuse, Mr Middelhoff’s conciliatory ap- 
proach towards the online file-swapping pirate 
struck traditional record executives as a mix- 
ture of grandstanding and sell-out. 

The sight of Mr Middelhoff at a press con- 
ference playfully patting Shawn Fanning, Napster’s youthful 
founder, on the head, sharing the lad’s bowl of “gummy bears” 
and asking for Napster t-shirts to give to his five children, was too 
much for some: BMG’s two top managers quit a few days later. Vi- 
vendi’s Jean-Marie Messier, an old friend of the Middelhoff family 
and recent acquirer of Universal, one of the Big Five music firms, 
could only shake his head in disbelief. 

On March 6th, a federal judge gave Napster three days to filter 
out the copyrighted material of the big record labels once the firms 
issue a list of the tracks they want removed. But Mr Middelhoff ap- 
pears unconcerned. Although the court’s timetable is tough, he 
thinks the $60m his company has lent Napster should make it 
possible for Napster to comply ahead of launching a legal, sub- 
scription-based service in July. He thinks that the rest of the indus- 
try may also be coming round to his way of thinking: that working 
with a reformed Napster just might be smarter than shutting it 
down. Even Mr Messier said this week that he would consider li- 
censing Universal's catalogue toa Napster that charged a subscrip- 
tion and passed money back to rights-holders. 

But when Mr Middelhoff talks of Napster as being potentially 
the next America Online (a $50m investment in aor made for Ber- 
telsmann by Mr Middelhoff in 1994 was worth over $10 billion last 
year), it is time to pause. Mr Middelhoff sensibly argues that treat- 
ing Napster’s 60m~-odd users as criminals is crazy. It should be pos- 
sible, he says, to convert many of them 





ster does succeed in producing software that 
meets the record companies’ requirements 
while retaining the pioneering “peer-to-peer” 
technology that lets users share music files on 
each other’s pcs, the big labels may still be re- 
luctant to enrich the entity that has brought 
them so much grief. 

Mr Middelhoff is shrewd enough to know 
this. But by siding with Napster’s users in their 
demand for an easy-to-use and comprehen- 
sive online jukebox, he has been able to cast 
himself as a visionary, determined to shake up 
hidebound vested interests. In other words, 
someone who really “gets it”. Someone cool. 

Although he claims not to be interested in 
public relations, he also says that he wants Ber- 
telsmann to be the most admired media com- 

» pany in the world. Certainly, the e ofchange 
at iceman since he was elevated to the top job in late 1998 by 
the firm’s patriarch, 79-year-old Reinhard Mohn, has been im- 
pressive. The acquisition of Random House by Mr Middelhoff, 
while still heir apparent, made Bertelsmann the biggest book pub- 
lisher in the world. And if he can persuade competition authorities 
on both sides of the Atlantic to allow smc to merge with Britain’s 
EMI, Bertelsmann could soon also be number one in music as well. 
That is, however, quite a big if, given the ongoing investigation by 
the European Commission into overcharging for cps. 


The patriarch says yes 
Mr Middelhoff has been just as busy shaking up privately owned 
Bertelsmann’s ownership structure. Last month, he took a big step 
towards partially floating the firm by means of a share swap with 
Groupe Bruxelles Lambert, which left Bertelsmann with a 67% 
stake in RTL, Europe’s biggest broadcaster. To the surprise of some, 
Mr Mohn, who has always prized the independence that hascome 
with the company’s close-knit shareholding structure, gave the 
deal his blessing. That was a big victory for Mr Middelhoff, who 
has become frustrated by the lack of an acquisition currency other 
than Bertelsmann’s (plentiful) cash. Deals of the kind aot did with 
Time Warner are not currently an option for Mr Middelhoff. For an 
honorary American, that rankles. 

For the time being, Mr Middelhoff is pursuing the Ameri- 
canisation—or “internationalisation”, as 





into a legitimate, and profitable, fee-pay- 
ing music community, a little like the 
book clubs that fuelled Bertelsmann’s 
growth decades ago. If that happens, he 
can convert the loan to Napster into an 
equity stake, make another fortune for 
Bertelsmann and save the recording in- 
dustry from its own short-sightedness. 
But some big obstacles lie in the way. 
Although many Napsterphiles say in sur- 
veys that they are prepared to pay for 
their pleasure, there is a distinct pos- 
sibility that the vast majority will simply 
switch tostill-free clones, such as Aimster, 
that have made themselves much harder 
to shut down than Napster. Even if Nap- 








he prefers to call it—of Bertelsmann in 
other, largely symbolic, ways. Increas- 
ingly, he spends time in the firm’s office in 
Times Square rather than at its headquar- 
ters in the sleepy town of Gütersloh in 
northern Germany. Bertelsmen speculate 
that head office might even move to New 
York before long. Since 1999, English has 
been the firm’s official language. 

Mr Middelhoff also attaches great im- 
portance to the less formal dress code he 
has instigated. After a recent board meet- 
ing, not one of the departing executives 
could be seen wearing a tie. Mr Middel- 
hoff himself is rarely photographed wear- 
ing a tie these days. It’s just not cool. 
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What a peculiar cycle 


For the past ten years America has enjoyed a remarkably prolonged economic 
expansion. Does the “new economy” have a new kind of business cycle? 


MERICA’S economic expansion is al- 
ready by far the longest in its history. If 
the economy proves to have grown during 
the first quarter of this year—opinions are di- 
vided on whether it will—then the expan- 
sion is exactly ten years old. This means that 
it has lasted more than twice as long as the 
average expansion since the second world 
war. The average forecast for growth in 
America in 2001, according to The Econo- 
mist’s poll of forecasters, has fallen from 3.5% 
in October to only 1.6% this month. Most 
economists still believe that a “recession” 
(two consecutive quarters of contracting 
output) can be avoided. Others doubt it. In 
either case, most base their view on. a par- 
ticular understanding of business-cycle eco- 
nomics. Perhaps, in light of recent develop- 
ments, that understanding needs to change. 

Most economists—including, it seems, 
Alan Greenspan, the chairman of the Fed- 
eral Reserve—-are assessing the current 
downturn as if, in key respects, this were a 
business cycle like any of the other nine that 
America has experienced since 1945. A main 
braking force, they believe, comes from the 
efforts businesses are making to shrink their 
inventories, which have grown because of 
slowing demand. If they are right, the inter- 
est-rate cuts that have already been made, 
together with others in the pipeline, should 
be a swift, effective remedy. They will revive 
demand and narrow the gap between de- 
sired and actual inventories. The question is, 
does the cycle still work this way? 

One observer who demands attention 
thinks not. Larry Summers, who has just re- 
tired as America’s Treasury secretary, has re- 
cently argued that America’s current cycle is 
fundamentally different from its post-war 
predecessors—though not because it is 
“new”. He argues that it has more in com- 
mon with economic cycles as they worked 
before the second world war—or even, 
wait for it, with Japan’s during the 
late 1980s. That is a comparison he 
thought it unwise to draw while 
still in office. Mr Summers still 
hopes that a recession will be 
avoided in America. But if he is 
right about how things now work, 
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predictions based on orthodox business-cy~ 
cle calculations are of little use. 

In the Bible, seven years of plenty were 
followed by seven years of lean. Business cy- 
cles have never been that regular. Since 1945, 
expansions have varied in length from 12 
months to the current 120 months and count- 
ing (assuming the economy has not already 
contracted). Recessions have ranged from six 
months to 16. The deepest modern recession 
was in 1973-75, when output dropped by 3.4% 
from peak to trough. The shallowest was in 
1969-70, when output barely dipped (see ta- 
ble 10n next page). 

No two cycles are identical, yet the pat- 
tern during the past half-century has been 
reasonably familiar. After several years of ex- 
pansion, aggregate demand outpaces supply. 
This causes inflation to accelerate. The Fed 
raises interest rates, which squeezes demand. 

































As inventories build up, firms cut produc- 
tion. The economy moves into recession. 
Next, the Fed cuts interest rates. Demand re~ 
covers, and so does output. The next expan- 
sion has begun. This sequence once 
prompted Paul Samuelson, one of the past 
century’s most celebrated economists, to re- 
mark that American recessions come 
stamped “Made in Washington by the Fed- 
eral Reserve”. This time, if the economy does 
move into recession, it will not be because of 
high interest rates. 

Every recession during the past four de- 
cades has been preceded by a marked rise in 
inflation. During this expansion, inflation 
has remained relatively subdued. Asa result, 
the Fed raised interest rates by only one per- 
centage point between the summer of 1998 
and their peak in 2000; real interest rates ac- 
tually fell slightly over that period. Demand 
is currently weakening not because of a 
sharp increase in interest rates, but because 
of factors such as weaker profits, falling 
share prices and falling investment. 


The trouble with low inflation 


Economists at Goldman Sachs, as opposed 
to stockmarket analysts at Goldman Sachs, 
have long been warning about the “dark side 
of the new business cycle”. Greater vigilance 
from central banks, industrial deregulation 
and ample productive capacity (as a result of 
strong investment) have all helped to hold 
down inflation. The traditional trigger of re- 
cession, therefore, has not been pulled. De- 
regulation and new technology may also 
have made it easier for firms to avoid the 
build-up of unwanted staff and inventories, 
another precursor of traditional recessions. 
As a result, the expansion has endured for 
longer than usual. 

The snag is that longer periods of expan- 
sion allow other sorts of imbalance—nota~ 
bly, personal and corporate debt, and over- 
investment—to build up instead. Lulled into 
a sense of security, with expectations of ev- 
erlasting prosperity, lenders relax their. 
standards, and consumers and investors ` 


Lenders and borrowers alike take bige 
ger risks, though it does not feel that 
way. Fuelled by credit and optimism 
about future profits, investment in- 
creases and asset prices soar. Success 
breeds success—but then, at some 


ment reduces the return on capital and 
firms decide to cut. their spending oñ 
capital. Consumers feel overburdened 
with debt and increase their saving. Op- 
timism gives way to pessimism, and de= =>, 
mand falls sharply. In the 19th and early ` 
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lose their inhibitions about borrowing. 


point, excess. Eventually, overinvest- <.) 



































20th centuries, in fact, this was the typical 
business-cycle pattern. 

The “investment boom and bust” model 
seems a far better way to understand the cur- 
rent cycle than the usual one based on rising 
inflation and higher interest rates. This has 
two important implications for policy. 

First, if the American economy does now 
slide into recession, interest rates may be less 
effective than usual in reviving demand. 
Consumers may be too intent on saving 
more, and businesses on reducing their 
debts and excess capacity, to pay much at- 
tention to a reduction of half a point here or 
there in the Fed Funds rate. This, in turn, 
raises the possibility that the recession, if it 
starts, could be deeper or longer than its re- 
cent predecessors. 

Second, idle as it may be to point this out 
now, interest rates should have been raised 
earlier in the expansion. With hindsight, the 
reason for this was not todeal with the risk of 
imminent inflation, as some, including this 
newspaper, argued at the time—incorrectly, 
as it turns out. The reason was that it would 
have been better to temper the boom, curb 
overinvestment and restrain the rise in equ- 
ity prices. The cost of that policy would have 
been somewhat slower growth. The benefit 
would have been an economy that is not so 
financially extended—one that is less, as it 
may prove, financially fragile. 


Aspoke in the wheel 


There is another way to look at it. Suppose 
that the technological revolution of the late 
19908 lifted the return on capital and in- 
creased opportunities for profitable invest- 
ment. It probably did so—if by less than the 
new-economy zealots argued at the time, 
then by more than the recent wave of new- 
economy pessimists now suppose. This in- 
crease in profitable opportunities means an 
increase in the demand for capital. It raises 
the equilibrium real rate of interest, the rate 
at which the long-term supply of capital 
(saving) matches the long-term demand for 
it (investment). But real interest rates have 
not risen, nor has the domestic supply of 
capital (despite the government’s budget 
surplus). American households are saving 
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less, much less: they now have “negative 
saving”, spending more than their income. 

Monetary policy that was “neutral” in 
the face of a breakthrough in technology 
would allow real interest rates to rise a bit. If 
instead the central bank holds interest rates 
down, this will further fuel the investment 
and stockmarket boom, and further depress 
personal saving. An important implication 
is that itis not enough for central banks to fo- 
cus narrowly on consumer-price inflation. 
They also need to keep a keen eye on asset- 
price inflation, rapid credit growth and sav- 
ing-investment imbalances. Admittedly, 
this is exceptionally difficult at a time when, 
thanks to a boom in investment, capacity 
has expanded and inflation is under control. 
Nobody said monetary policy is easy. 

America’s recent combination of a sus- 
tained boom in business investment to- 
gether with a deep slump in household sav- 
ing is historically unprecedented. As a result, 
private-sector net saving, the difference be- 
tween the total saving and investment of 
households and firms (that is, the extent to 
which they need to borrow to finance their 
spending) has moved dramatically, from a 
surplus of 5% of Gop in the early 1990s to a 
deficit of 6% last year (see chart 2). 

To find similar recent cases, it is neces- 
sary to look abroad—disturbingly, to Japan, 
Britain and Sweden in the late 1980s. All three 
experienced a similarly dramatic deteri- 
oration in private-sector net saving; in their 
cases, the switch coincided with booms not 
just in share prices but also in the price of 
property. When asset prices tumbled, firms 
and households tried to restore their finan- 
cial positions and net saving increased 
sharply. This caused deep recessions. In Brit- 
ain, during the boom, private-sector net sav- 
ing fell from plus 5% in 1985 to minus 6% in 
1989; then, as recession took hold, it reversed 
even more abruptly, to plus 6% by 1994. Ja- 
pan’s net saving fell from plus 5% in 1986 to 
minus 2% in 1990. Later, it rebounded. Again 
that caused a deep recession, from which the 
economy has yet to recover, ten years on. 

This old-fashioned kind of recession 
may in general tend to be longer-lived, as 
well as deeper, than the ordinary post-war 
sort. Stephen Roach, an economist at Mor- 
gan Stanley, points out that since 1945 the av- 
erage recession has lasted 11 months; be- 
tween 1854 and 1945 the average was 21 
months. He argues, plausibly, that this is be- 
cause it takes longer to purge financial ex- 
cesses than to tame inflation. 

A return to investment-boom-and-bust 
cycles need not mean that output will be- 
come as volatile as a century ago. Obviously, 
many other things have changed since then. 
The composition of output has shifted 
heavily from manufacturing to services, 
which tend to be less cyclical. Taxes and 
public spending—including “automatic sta- 
bilisers” such as unemployment benefits, 
which rise in recession and so cushion de- 









mand—have vastly increased. Deposit. in- 
surance and stricter bank regulation help to 
prevent the financial crises and panics that 
made recessions so ferocious a century ago. 
Unfortunately, the comparison with Ja- 
pan—absurd as it seems to most Americans 
to draw any such parallel—cannot be so eas- 
ily discounted as the comparison with the 
distant past. America in the late 1990s had 
much in common with Japan in the 1980s 
(see chart 3 on next page). Both economies 
displayed some classic symptoms of econ- 


- omic and financial bubbles: rapid monetary 


growth, surging share prices, rampant GDP 
growth and a boom in investment. In both 
America and Japan during their booms, in- 
flation remained low so central banks had 
no reason to raise interest rates despite rapid 
monetary growth. Asa result, the cost of bor- 
rowing was especially cheap relative to the 
expected gains in asset prices. 


Terrible twins? 


The path of share prices in America over the 
past decade looks similar to that of Japan in 
the 1980s. Since the Tokyo stockmarket 
peaked in 1989 share prices have fallen by 
70%. In America, only Nasdaq has threat- 
ened to challenge that achievement: it is 
down by around §5%. So far, America’s wid- 
est stockmarket index, the Wilshire 5000, has 
fallen by a modest 20%, and the Dow Jones 
Industrial Average by less than that. But 
there may be further falls to come. By most 
equity-valuation measures, American 
shares are still dear. 

True, Japan’s bubble (the term is no lon- 
ger controversial in that case) was all-en- 
compassing. Property as well as equities 
were caught up in it. America’s property 
market has seen nothing remotely on the 
scale experienced in Japan. In 1989 the 
grounds of the Imperial Palace in central To- 
kyo were supposedly worth more than all 
the real estate in California. On the other 
hand, America can boast some similarly out- 
landish valuations in its equity market—as 
when, in 1999, an online travel agency, was 
deemed more valuable than America’s three 
biggest airlines. Also America’s equity-mar- 
ket exuberance has had a much bigger effect 
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on the economy than the Japanese equiva- 
lent, because shares are more widely held in 
the United States. At the beginning of 2000, 
American households owned shares worth 
180% of their disposable income. When the 
Tokyo stockmarket peaked in 1989, house- 
holds’ shareholdings were worth only 90% of 
their income. 

All very well, you may say, but America 
has had a technological revolution: this jus- 
tifies at least some of the surge in asset prices. 
So it does, but it is still sobering to recall that 
much the same was said about Japan in the 
1980s. Back then Japan was also thought to 
have discovered a superior economic model. 
Asin America today, it was believed that Ja- 
pan’s growth had increased permanently 
and substantially thanks to enormous in- 
vestment. Japanese business investment 
jumped from 13% of cpr in the early 1980s to 
more than 19% by 1990; American business 
investment has jumped from 9% of cpr to 
15% over the past decade. And during the 
19808, growth in labour productivity acceler- 
ated in Japan by even more than it has in 
America in recent years. All the signs are that 
some of America’s productivity improve- 
ment, unlike Japan’s, will be sustained. But it 
is too soon to take that entirely for granted. 


Banking on prudence 

As well as similarities such as these, too often 
ignored, there are two crucial reassuring dif- 
ferences. First, markets and institutions in 
America and Japan are quite unalike. Sec- 
ond, policy in America is likely to be far bet- 
ter conducted than it has been in Japan. 

After Japan’s bubble burst, banks con- 
tinued to lend to favoured firms that should 
have been allowed to fail. The availability of 
finance and Japan’s traditional policy of 
“lifetime employment” discouraged firms 
from cutting investment or workers as pro- 
fits fell. As a result, Japanese firms were slow 
to eliminate their overhang of capacity. In 
America, such adjustment is likely to hap- 
pen more rapidly because labour and pro- 
duct markets are much more flexible. Other 
things equal, that could mean a sharper con- 
traction at the start—but it would help to 
prevent worse problems later. 

American firms are more transparent. 
Nomura, a Japanese stockbroking firm, has 
recently published a handy comparison of 
America in the 1990s with Japan in the 1980s. 
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It points out that Japanese companies and 
banks tried to conceal their financial pro- 
blems through shady accounting practices. 
In all manner of ways, Japan’s financial sys- 
tem was weaker than America’s. During the 
bubble, firms depended almost entirely on 
banks which, in turn, relied on shares and 
property as collateral for lending. That left 
banks completely exposed to falling asset 
prices. 

In contrast, America is less dependenton 
banks for credit, and more dependent on 
capital markets, so any losses are less con- 
centrated on banks and more evenly spread 
around the economy. America’s double-pil- 
lared financial system with its well de- 
veloped capital markets makes it easier for 
firms to switch sources if for any reason bank 
credit dries up. 

That is not to claim that American firms 
and banks have been as prudent as they 
should have been. Far from it. There has been 
a clear deterioration in the quality of lending 
and default rates are at their highest since the 
last recession. Many companies have taken 
on huge amounts of debt. And American 
tech-stock analysts have pioneered some 
shady accounting practices the Japanese 
never dreamed of. All in all, though, the 
American economy, despite its financial 
overstretch, looks sounder now than Japan’s 
was before the crash. 


Learning from mistakes 


Arguably, errors in policy bear even more of 
the blame for Japan’s prolonged stagnation 
than the bursting of the bubble itself. In 1990, 
before the recession started, Japan's budget 
surplus was actually bigger in relation to its 
Gop than America’s is today. After years of 
throwing money at doubtful public projects 
in a bid to get the economy moving again, the 
Japanese government has turned this 
surplus into the biggest deficit of 
any rich country—while failing 
to revive the economy. Much of 
the spending was wasted. on 
building bridges to places people 
did not want to visit, or on propping up 
failing industries that would have been 
better left todie. 

Monetary policy has been worse. 
The Bank of Japan was slow to ease 
monetary policy after the bubble 
burst. The bank did not cut interest 


rates until the summer of 1991, 18 months 
after share prices collapsed. By then busi- 
ness confidence had already slumped. The 
Bank of Japan has dragged its heels ever 
since, allowing deflation to take hold and so 
swell the real debt burden of companies: The 
Fed’s prompt interest-rate cuts in January 
show that it:can be relied upon to act more 
swiftly. 

America, however, does have twodisad- 
vantages, which will make things harder for 
the Fed if boom turns to bust. First, America’s 
personal saving rate is now negative; Japa- 
nese saving remained high. If American 
share prices fall and unemployment rises, 
households could feel under greater pres- 
sure to increase their saving abruptly. Sec- 
ond, Japan had a large current-account sur- 
plus when the bubble burst; America has a 
large deficit. This makes it more vulnerable 
toa run on the dollar if foreign investors lose 
their appetite for American assets. A falling 
dollar would complicate monetary policy. 

The character of this current cycle, and 
the similarities it highlights between Amer- 
ica now and Japan in the 1980s and 1990s, are 
enough at least to raise the possibility that 
America may face a recession this year—and 
maybe a bad one—rather than a mere pause. 
Even when proper weight is given to these 
risks, which it rarely is, the idea that 
America could follow Japan into a de- 
cade of pitiful underperformance 
still seems utterly incredible. 
Let us hope it still seems soa 
year from now. 
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A sapling’s sound roots 


FRANKFURT 


Tumbling share prices and tales of sharp practice have not been helpful to 
Germany’s young “equity culture”. Yet Germans’ interest in the stockmarket 


is likely not merely to survive but to grow 


MAN can take only so much. This year 

Boris Becker has suffered a messy di- 
vorce and a messy paternity suit. Why ask 
for more trouble? A few months ago, the ten- 
nis star was thinking of floating his sports- 
marketing agencies, em and pi, on the 
stock exchange this summer. Not now, “At 
the moment,” he said this week, “it would be 
suicide to bring a firm to the market.” 

You can see his point. Last spring, Ger- 
many was share-crazy. Gone was the image 
of a nation dourly stuffing its spare cash into 
a safe-as-houses, low-interest Sparbuch 
savings account. Money poured into initial 
public offerings. The boom in tech stocks 
carried Frankfurts Neuer Markt, Europe's 
biggest growth-stock market, to giddy 
heights. Germans were opening share-deal- 
ing accounts—online, naturally—ata furious 
rate. Entrepreneurs symbolising the Zeitgeist 
were celebrated in a surging business press. 

In the past year, however, one icon after 
another of Germany’s enthusiasm for equi- 
ties has taken a beating. The Neuer Markt has 
fallen even further than its big cousin, Amer- 
ica’s Nasdaq, having dropped by 80% from 
its peak a year ago (see chart). A good dozen 
firms in the Nemax 50 index are worth less 
than a tenth of their peak values. In large 
part, this reflects the loss of faith everywhere 
in tech stocks. But jiggery-pokery in the mar- 
ket has not helped. Some companies 
stretched the truth, or snapped it, in their 
sales and profit forecasts. Some share deal- 
ings by company insiders look suspicious. 

Granted, the Neuer Markt is only one 
bit of the wider stockmarket. Even at its 
lunatic height, its entire market capital- 
isation was just one-quarter that of the 30 
companies in the blue-chip Dax index. 
But the Dax has not shone either, losing more 
than 20% since last March. 
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Meanwhile, the collapse in the share 
price of one blue-chip, Deutsche Telekom 
(wr), has a special resonance. When the state 
first sold a stake in the telecoms giant to the 
public in 1996, the shares were touted as 
Volksaktien—-people’s shares. This exercise 
in popular capitalism created more new 
shareholders than any other single event. Yet 
pt’s shares have sagged like telecom stocks 
everywhere. At around €28 ($26.10), they are 
70% below their peak; only last June another 
helping of pr shares was floated at €66.50. 
The German government, still pt’s biggest 
shareholder, and fellow board members 
have had to defend Ron Sommer, the chief 
executive, against calls for his head. Even the 
chancellor, Gerhard Schröder, has weighed 
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in as a tipster, praising the shares’ sound un- 
derlying value. 

Disasters like these, you might imagine, 
would be enough to kill Germans’ interest in 
stocks and shares. A strengthening economy 
would help—but there is no sign yet of relief 
on that front. Growth in output slowed in 
the second half of 2000, and economists are 
trimming their forecasts for cpr this year. In 
February, unemployment rose a bit more 
(though the rate was unchanged at 9.3% of 
the workforce). There is a hint that the gloom 
might indeed be hurting share ownership. 
Thanks to a drop in the number of em- 
ployee-shareholders, the number of Ger- 
mans owning shares directly fell slightly, to 
less than 6.2m, in the second half of last year, 
according to the Deutsches Aktieninstitut 
(pai), which promotes share ownership. 

Despite everything, interest in equities is 
alive and kicking. A growing number of Ger- 
mans are entrusting at least some of their 
wealth to the stockmarket, if not directly, 
then through mutual funds (unit trusts). 

Investors in mutual funds grew by three- 
quarters of a million in the second 
half of 2000. One way or another, one 
in five Germans now owns shares. 
That is a much smaller proportion 
than in America, Britain or some other 

continental European countries. But 
the figure has doubled since 1997. 

In the first couple of months of this 
year, fund managers say, money has contin- 
ued to flow into mutual funds. Not at the 
same pace as a year ago, says Steffen Selbach 
of pGz-DekaBank, the fund-management 
arm of Germany’s savings banks, but faster 
than the average for the past few years. 

How so? One reason, says Mr Selbach, is 
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that people really do believe that equities 
provide better returns in the long run than 
savings accounts. Investors are planning to 
leave money in for several years, rather than 
hoping to make a killing in a few months. 
Most have also twigged that they will sleep 
more soundly by putting their money in a 
diversified fund. “People are calm, very 
calm,” says Mr Selbach. “The investor in 
Germany has grown up. Finally.” 

This equity culture is in fact older than 
the usual headlines suggest, and has had 
time to put down roots. At about 4m, the 
number of direct shareholders was fairly 
constant between 1992 and 1997, yet the 
trend towards investment in funds was well 
under way. The value of equity funds trebled 
between 1991 and 1995, and more than dou- 
bled again by 1997, the year the Neuer Markt 
was born. 

Steady investment in equities is getting 
another push from the government's plans 
to reform the pension system. The idea is to 
cut the value of the state pension, relative to 
earnings, and to encourage private provi- 
. sion. Leander Hollweg of Tecis, a financial- 
advice firm serving “the normal, average 
household”, says that Germans have real- 
ised they will have to save for retirement, 
rather than rely on the state. Although the 
details of the reform are not yet clear—for in- 
stance, which schemes will qualify for tax 
breaks—people are already putting money 
aside for the long run. 

Even so, shareholders’ champions think 
that regulators could do more to strengthen 
confidence in share ownership. A new rule 
obliges directors of Neuer Markt companies 
to disclose their share dealings within three 
working days. The proposed penalties are 
not tough enough, says Rüdiger von Rosen of 
the par: miscreants should surrender any 
profits they make. Klaus Schneider, chair- 
man of the Association for the Protection of 
Small Shareholders, a pressure group, wants 
disclosure in advance. 

Similarly, as Germans invest more in 
equity funds, their pensions will depend on 
how closely fund managers watch the way 
companies are run. pws and Union Invest- 
ment, two big fund-management firms, 
make a point of turning up to shareholders’ 
meetings, criticising and praising bosses as 
they think fit. Other fund-management 
companies, says Mr Schneider, are not active 
enough. 

The spreading equity culture has an air 
of permanence that hard statistics cannot 
convey. There is softer evidence in German 
living rooms. Since last autumn a live, four- 
minute bulletin on the Tops und Flops of the 
day, that runs just before the evening news, 
has become a fixture on national public tele- 
vision. The style is chatty and quick—some- 
thing like a sports report. Just the place, one 
day soon, for more news about Mr Becker's 
business empire. 
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Institutional investors in Britain 
Throwing the 
book at them 


ORDON BROWN, Britain’s chancellor 
of the exchequer, announced a review 
of institutional investment in his budget a 
year ago. He was convinced that small, inno- 
vative companies were being starved of cap- 
ital, particularly by Britain’s institutional in- 
vestors. He appointed Paul Myners, 
chairman of Gartmore Investment Manage- 
ment, to recommend measures to promote 
venture capital, or private equity as it is also 
called. Mr Brown, in turn, would win plau- 
dits for laying new foundations for Britain’s 
long-term growth. 

Mr Myners has now produced his re- 
port. It is an important document, though 
not because of its recommendations about 
private equity. Mr Brown had never made a 
good case that deserving unlisted compa- 
nies are starved of capital, still less that Brit- 
ish pension funds would better serve their 
clients by investing more in them. Mr Myn- 

















ers’s recommendations largely side-step the 
chancellor’s intentions. Yet, if carried out, as 
the chancellor says they will be, they would 
add up to the most radical shake-up of in- 
vestment management in decades. 

At first glance, British institutional in- 
vestment does not reveal deficiencies that 
require root-and-branch reform. Britain's 
pensions industry is huge, with about £800 
billion ($1.2 trillion) under management, and 
is relatively successful. The largest pension- 
fund managers, such as Merrill Lynch In- 
vestment Managers, Schroder Investment 
Management, Phillips & Drew and Gart- 
more, have produced real average returns of 
about 13% a year over the past two decades, 
investing mainly in quoted equities and gilts 
(government bonds). That seems adecent re- 
turn, when you consider that the average 
long-run return on British equities is 9%. 

Mr Myners still thinks institutional in- 
vestors need to mend their ways. He calls for 
changes in fund-management practices to 
produce more accountability, more transpa- 
rency and more professionalism. Among 
other things, he wants an end to “soft” com- 
missions, which are inducements by securi- 


ties firms to ensure investment managers 
channel share-trading business their way. 
He calls for fund managers, pension-fund 
trustees, and consultants who advise the 
trustees all to agree to a new code of best 
practice on how investment decisions are 
taken. He wants more care taken in the way 
funds allocate their assets, the better to suit 
their clients’ long-term needs. (Mr Myners 
comes froma firm that specialises in “active” 
management; he decries the trend towards 
“benchmarking”.) And he wants fund man- 
agers to get involved when companies they 
have invested in underperform. 

The proposal to end soft commissions is 
perhaps the biggest surprise. Mr Myners is 
right. The way they are paid is far from trans- 
parent. The pension-fund client has no say 
in deciding which brokers get a fund’s share- 
order business. Besides, the inducements 
(often in the form of dealing screens, say, or 
extra research) may prevent fund managers 
from seeking out the best services the market 
has to offer. Doing away with soft commis- 
sions would force fund managers to think of 
the cost of commissions paid to brokers as a 
normal business expense. They would then 
think hard about where best to buy the ser- 
vices they currently get on a soft-money ba- 
sis. They might, for instance, produce more 
research in-house, to the chagrin of securi- 
ties firms. Clients would know what they 
were paying for. 

Mr Myners’s report spares no one in the 
industry’s decision-making chain. Pension- 
fund trustees are too amateurish and spend 
too little time looking after the funds in their 
care, he says. More than 60% of trustees sur- 
veyed by Mr Myners have no investment 
qualification; they blindly follow the invest- 
ment and actuarial advice of “consultants”. 
These, in turn, are too few. Just four big play- 
ers—-Watson Wyatt, William Mercer, Bacon 
& Woodrow and Hymans Robertson— 
dominate the investment-consultancy busi- 
ness in Britain. Their performance is not as- 
sessed, and their twin duties (investment ad- 
vice and actuarial analysis) create a conflict 
of interest. 

Fund managers are in the dock as well, 
partly for their herding instinct. “Peer-group 
benchmarks” incite funds to copy others, 
even if that fails to serve the needs of their 
clients, and they stifle investment in more 
imaginative classes, such as hedge funds or 
venture capital. All parts of the chain, says 
Mr Myners, need to think much more about 
asset allocation. 

Mr Myners’s proposed code of best prac- 
tice would call for trustees to have greater ex- 
pertise and support, and require them to be 
paid for being legally responsible for pen- 
sioners’ savings. Fund managers should be 
more formally obliged to assert themselves 
in exercising shareholder rights, actively in- 
tervening in underperforming companies. 
The obligation to be assertive is borrowed 
from America. Yet there, its success has been 
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limited, at best. Also, fund managers might 
seek to shun a reputation for intervening in 
companies’ management if they thought it 
might lose them pensions business in the 
long run. 

Amongst many other recommenda- 
tions, Mr Myners calls for the “minimum 
funding requirement” to be scrapped. The 
requirement, drawn up after Robert Max- 
well robbed his companies’ pensions funds 
in the early 1990s, attempts to assess the 
present value of pension funds’ future liabil- 
ities, taking the yield curve on gilts as its ref- 
erence point. In that way, it can act asa deter- 
rent to taking risks—risks such as investing in 
the private equity that Mr Brown was wor- 
ried about when he started this ball rolling. 





Who gets what 
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Predatory lending in America 
Loans for a 
better life? 


NEW YORK 


HEN Citigroup bought Associates 

First Capital last September, it proba- 
bly thought that it was taking no great risk. 
Here was a wonderfully profitable business, 
albeit one with a rather low-grade clientele. 
America’s largest bank paid a cool $31 billion 
for Associates. How many Americans— 
prosperous Americans, at any rate—had 
even heard of the outfit? It makes its money, 
and lots of it, by lending to the country’s 
poor, and to those whose credit records pre- 
vent them from borrowing elsewhere. “Con- 
sumer finance”, people in the industry po- 
litely call it. “Predatory lending” is how some 
of its customers see it. Now, regulators are 
taking the same view. 

On March 6th the Federal Trade Com- 
mission (Ftc) charged Citigroup with preda- 
tory lending (the commission used that 
term), with combining, in effect, the tactics of 
a loan shark and a con-man. Hundreds of 
millions of dollars will be sought in dam- 
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ages. Already another kind of shark is out: 
law firms are soliciting clients of Associates 
for private litigation. Risk of penalties aside, 
this is the kind of publicity that Citi could 
well do without. 

Associates, based in Texas, grew huge by 
supplying, as it liked to say, “one simple an- 
swer to all your needs”, often to blacks or 
Hispanics. Lenders such as Associates, you 
might argue, provide a vital social service to 
America’s unbanked: to make money from 
it, they naturally have to charge customers 
more than they would charge creditworthy 
types. Associates made a point of making it 
easy to take out loans. One advertisement 
cited by the rrc asked why students should 
“hassle with long application forms and 
even longer waiting periods?” The answer 
(not given in the ad) is that conventional stu- 
dent loans are usually subsidised by schools 
or government, and so are cheap. Associates 
charged interest that could be twice as high, 
or more. 

The firm pushed money for helping an 
elderly parent, adding a pool, or buying a 
truck or boat. “You made the process pain- 
less,” is a testimonial included at the end of 
its pitch, which, narrowly defined, is proba- 
bly true. The message worked. According to 
the FTC, Associates had 3m personal loans, 





NCE again, Britain’s banks stand ac- 

cused of mistreating their customers. 
This time it is the owners of small busi- 
nesses who are suffering, according to the 
Competition Commission, which this 
week announced a preliminary conclu- 
sion that 12 banks are operating a “complex 
monopoly” in the supply of banking ser- 
vices to small and medium-sized busi- 
nesses (smes) in Britain. A complex mo- 
nopoly means that the banks are 
restricting competition without cartel 
agreements. If the Competition Commis- 
sion goes on to find that this situation acts 
against the public interest, the banks will 
be forced to do something aboutit. 

In reality, only four of Britain’s banks 
face the full wrath of the competition au- 
thority. Barclays, HsBc, Lloyds tsp and the 
Royal Bank of Scotland have a combined 
market share of almost 90% of the sME 
market. In addition, the competition au- 
thority has drawn attention to the fact that 
few small businesses ever move from these 
banks to others. 

Is that because they have no choice? 
The competition watchdog suspects that 
the banks use devious means to stop sMES 
moving, for instance, by privately negoti- 
ating favourable terms for those that seem 
most likely to leave. Another trick is to re- 
quire small businesses that want to borrow 





Banks behaving badly 


or make deposits to open a current account 
as well. That way, they are prevented from 
shopping around for the best deal on each 
product. 

New competitors and direct banking 
methods such as the Internet may offer a 
solution, thinks the Competition Commis- 
sion. Alliance & Leicester launched a new 
service in October last year which offers a 
current account for a flat fee 
of £10 ($15) a month, in con- 
trast to the big banks, which 
charge for every transaction. 
It also pays interest on cur- 
rent accounts to business 
customers that use its In- 
ternet banking service. Most 
of the branch-based provid- 
ers offer no interest on cur- 
rent accounts at all. 

Now the big four banks 
are waiting to see what reme- 
dies would be enforced 
against them if the Compe- 
tition Commission decides 
in June that their complex 
monopoly operates against 
the public interest. Lloyds tsp will be 
watching especially closely, since one of 
the reasons the industry minister, Stephen 
Byers, referred its bid for Abbey National to 
the commission last month was that the 





Small-business Byers 


merger would remove a potential new 
competitor in the sme market. 

The most draconian measure would be 
to force the banks to sell parts of their sme 
businesses, a measure envisaged in a re- 
port on banking services by Don Cruick- 
shank last year. Small businesses would 
probably protest at being shunted over to 
another bank and branch network not of 
their choosing. Some argue instead for 
price caps on transaction charges for small 
businesses, others for a requirement to pay 
interest on current-account 
balances. The banks would 
fight hard against this kind 
of regulation. 

Far better would be 
remedies that encourage 
more competition in the 
sme sector. Banks should be 
required to improve the 
transparency of their pric- 
ing. At the moment it is of- 
ten difficult for small busi- 
nesses to know exactly 
what they are being 
charged, so new entrants 
find it hard to compete ef- 
fectively on price. Standar- 
dised credit histories for 
sMEs could be devised, so that banks will 
readily acceptnew, unknown customers. If 
more light can be let in, small businesses 
will have only themselves to blame if the 
big banks still find ways to mug them. 








THE ECONOMIST MARCH 10TH 2001 


83 

















- FINANCE AND ECONOMICS 


480,000 home-equity loans in 1997, the most 
current figures available. It has a $30 billion 
loan portfolio. For Citi, the attractions were 
clear. Not only did it strengthen the bank's 
presence in a lucrative and growing end of 
the credit market. It also provided a way to 
channel deposits coming into Citigroup's 
vast retail network, at a cost of 1%, into loans 
charging 20%. Nothing at Citi’s upscale busi- 
nesses comes close. 

The rrc admits that “predatory lending” 
is hard to define. One definition is lending 
that is profitable just from the repayment of 
interest, without the expectation of ever get- 
ting the principal back. To a loanshark, after 
all, someone who repays his principal is a 
customer lost. 

Associates is not being accused in quite 
such terms. In essence, the Frc’s case is one of 
deceptive marketing. Associates, now re- 
named CitiFinancial, touted “financial solu- 
tions” and “loans that make life better”, 
which did nothing of the kind. According to 
the Frc, people swimming in debt were ad- 
vised to refinance, or “flip”, outstanding un- 
secured charges into home-equity loans, on 
the false promise that this would lower costs. 
Rather, borrowers paid higher rates at 
greater personal risk, because their home 
could be repossessed. Sales pitches based on 
“no up-front, out-of-pocket costs” would 
include huge arrangement fees. Compari- 
sons of repayment plans for loans would fail 
to show that Associates’ plan was cheaper, 
because a small detail was missing: the re- 
payment of principal. To boost initial fees, 
Associates would “pack” on insurance 
charges for repayment in the case of illness 
or death. Debt collection was sometimes 
ugly, too: harassing telephone calls and the 
disclosure of debt to other firms. 

Citigroup is rushing to show how much 
more “sensitivity” it is applying to the busi- 
ness these days. For instance, it has created a 
foreclosure unit that attempts to distinguish 
between customers who simply refuse to 
pay, and those who are victims of bad luck. 

Sandy Weill, Citi’s chief executive, may 
be thinking his firm has been struck by bad 
luck. Citigroup knew Associates was being 
investigated at the time of its purchase, but 
may not have seen how much the regulatory 
environment was changing. Mr Weill knows 
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the industry well, after using the acquisition 
of a consumer finance company, Commer- 
cial Credit, to create the foundation of what 
is now Citigroup. Associates itself had been 
owned by Gulf+Western and by Ford with- 
out creating much of a stir, even though, ac- 
cording to the Frc, it was already relying on 
the practices for which Citi is being prose- 
cuted. Since 1998, the rre has prosecuted 14 
other consumer-finance companies. They 
were all small fry, and regulators never like 
to fish for only those. 


Coffee 


Trouble brewing 


SAO PAULO 





OUR moming espresso may not be any 

cheaper, but the price of coffee beans on 
the commodities exchanges has crashed in 
recent months, despite a scheme by the 
world’s producers to hold back 20% of their 
exports. This week, the Association of Coffee 
Producing Countries (acre) sent in a Swiss 
inspection firm, scs, to check the ware- 
houses of member countries: there are suspi- 
cions of cheating. And eight Latin American 
coffee-growing nations met in Guatemala to 
discuss a separate price-boosting proposal, 
in which low-quality beans would be 
bought up and put to other uses--made into 
fuel or fertiliser, for instance. 

The acrc’s export-retention plan aims 









to push the price of a mixed basket of various 
grades of coffee above 95 cents a pound. 
Since the plan started, last October, the price 
has fallen to half that (see chart). Almost all 
growers are losing money; in some countries, 
berries are being left to rot on the bushes. 

The retention scheme’s failure has pro- 
voked a backlash in Brazil, the world’s larg- 
est producer. Its growers suspect that, while 
they are holding back, others are grabbing 
their business. Luiz Hafers of the Brazilian 
Rural Society, a farmers’ group, says that the 
scheme is a “catastrophe”, and that instead 
of supporting prices it is depressing them by 
causing uncertainty. It has all added toa feel- 
ing among Brazilians that the rules of world 
trade are stacked against them. 

Colombia, the second-largest coffee 
producer, has been calling for the return of 
the International Coffee Agreement, a sys- 
tem of quotas which coffee-drinking na- 
tions helped to police, and which collapsed 
in 1989. This time, there seems no chance of 
persuading consuming countries to support 
a plan that would make their cuppa more 
expensive. Meanwhile, this week’s meeting 
in Guatemala, to talk about withdrawing 
low-quality beans, ended with little more 
than a statement of intent. It will be hard, 
given the participating countries’ economic 
problems, to finance and then enforce a 
scheme big enough to make a difference. 

So it would seem that it is either the 
Acpc’s retention plan, or a free-for-all. Some 
Brazilian growers might prefer the latter. 
They have made big productivity gains in re- 
cent years and got a further competitive 
boost from the country’s devaluation in 
1999. They might be able to survive a period 
of depressed prices while other, higher-cost 
producers were forced out. Still, Oswaldo 
Aranha of Cecafé, an association of Brazilian 
coffee exporters, thinks this might backfire: 
in many other producing countries, coffee is 
grown on family farms which are so depen- 
dent on the crop that they might go on pro- 
ducing, however low the price fell. More efi- 
cient producers, such as Brazil’s big 
plantations, might then be squeezed out. 

The acpc’s secretary-general, Roberio 
Silva, argues that the retention scheme has 
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not yet had enough time to prove itself: some 
big producers, like India, have only just 
started organising their official warehouses 
and financing packages. As the scheme gears 
up, it should start to lift prices in the coming 
months. However, Mr Silva admits, since the 
retention is only temporary (initially for two 
years), it will not address the fundamental 
problem, which is that supply of coffee ex- 
ceeds demand—by up to 10%, some analysts 
say—and that production is growing more 
than twice as fast as consumption. 

After a sharp frost in 1994 wiped out 
much of Brazil’s harvest prices soared and 
producers around the world, hoping the 
high prices would last, boosted their output. 
Vietnam, for instance, has grown from noth- 
ing to become the third largest producer. 
With the world awash with coffee, and 
growers reluctant to cut production, the only 
solution, says Mr Silva, is to increase demand 
through a giant marketing campaign aimed, 
for instance, at wooing younger consumers 
away from fizzy drinks. This would be ex- 
pensive, and coffee growers and exporters 
are reluctant to put up the money. Barring 
freak weather, coffee looks set to stay cheap. 

= — EA = m 





Eastern European securities 


Like Uncle Sam 


F YOU want a big, smoothly functioning 

market for capital, you have to protect in- 
vestors from mischief. For any emerging 
economy trying to turn foreign and domestic 
savings into productive assets, that ought to 
be an obvious conclusion. Yet some transi- 
tional economies have learned the lesson 
better than others. 

Anybody who doubted the lesson could 
consult a stack of papers from a research 
team led by Harvard University’s Andrei 
Shleifer and the University of Chicago’s 
Robert Vishny. Over the past five years, the 
two have studied the link between investor 
protection—notably, measures to entrench 
the rights of minority shareholders, 
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on Roman law; presumably, on the other 
hand, the extent of modern financial de- 
velopment cannot have affected the histori- 
cal legal tradition. So the share of investor 
protection that can be traced to a country’s 
legal tradition—and it is usually a big 
share—is likely to be a cause of financial 
growth. 

These investigations shed an interesting 
light on recent changes in Eastern Europe’s 
regulatory regimes. Most of the transitional 
economies had French- and German-in- 
spired legal systems before communism. 
When the iron curtain fell, they had a chance 
to make a fresh start. The most ambitious re- 
formers began to adopt American-style 
regulations derived from English common 
law. That process has culminated in Poland’s 
new company law, which came into effect at 
the beginning of this year. 

One of the new law’s important provi- 
sions is that each share in a public company 
may carry only one vote. Under the old com- 
mercial code of 1934, which remained in 
force under communism, preferred shares 
carried up to five votes. Small groups of in- 
vestors could control firms in which they 
owned just small stakes; cross-dealings be- 
tween firms controlled this way could be 
used to siphon off the wealth of minority 
shareholders. 

Poland’s new law also permits small in- 
vestors to band together to challenge a com- 
pany’s activity or accounts. At a general 
shareholder meeting, any group with 5% of 
the company can demand an independent 
audit. In the past, neither the meetings nor 
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the ability to force action in this way were 
guaranteed. Those rights, along with one- 
share-one-vote, greatly helped the develop- 
ment of capital markets in the studies Mr 
Shleifer and his collaborators produced. 

The head of the Warsaw Stock Exchange 
(wse), Wieslaw Rozlucki, is a big fan of what 
he calls “the American sunlight principle”. 
Like Arthur Levitt, the last chairman of 
America’s Securities and Exchange Com- 
mission, Mr Rozlucki believes in full disclo- 
sure of corporate goings-on so that investors 
may judge companies’ prospects for them- 
selves in the bright light of day. He hopes Po- 
land’s new company law will help to bring 
the wse’s market capitalisation from 17% of 
Polish Gop (see chart) to the West European 
average of 60%. 

Hungary, the Czech Republic, Slovakia 
and Slovenia are also inching closer to the 
West European standard. Budapest’s ex- 
change is the furthest along, and at 21% of 
Hungarian Gpr its market capitalisation is 
bigger than the wse’s. Its investor protection 
measures are not quite as generous as Po- 
land’s: a block of shareholders must com- 
mand 10% of a company’s votes to demand 
an audit or meeting, and those votes can be 
attached to shares in ratios as high as ten to 
one. It is clear, however, that Hungary and 
Poland, compared with others, have bridged 
the gap with the West. 

Poland’s reforms have spawned a deriv- 
atives market that last year traded more in- 
dex futures than Finland, Norway or Portu- 
gal. Russia is trying to get into the act by 
reforming its own derivatives trading, with 
America’s Commodities Futures Trading 
Commission (the Securities and Exchange 
Commission’s little sister) as an adviser and 
model. Despite support in the Duma and the 
Kremlin, it may be both too early and too 
late. Too early, according to Sergei Mayorov 
of the Moscow Interbank Currency Ex- 
change, because it will be five or ten years 
before Russian law and business schools 
produce enough graduates trained in deriv- 
atives. Too late, according to Mr Rozlucki, be- 
cause Russia’s financial practices are already 
so bad that only fundamental legal 





or to require disclosure of corporate 
information—and growth in finan- 
cial markets. The numbers make it 
plain there is indeed a link, but did 
effective regulation promote finan- 
cial development, or was it the other 
way round? 

To establish the direction of 
causation, the researchers needed 
to find something that affects the 
extent of investor protection but 
that is not affected by big, deep cap- 
ital markets. They settled on legal 
tradition. Countries with regulatory 
codes descended from English 
common law tend to have stronger 
investor protection than countries 
with civil-law traditions founded 
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Shall I open the blinds? 


reform will set its markets on the 
right course. Calling Russia “a world 
of its own”, he hesitates even to 
place it in the same category as its 
former satellites. 

Even in Eastern Europe’s most 
promising regulatory systems, en- 
forcement remains a problem. The 
courts move ponderously, and 
judges often lack a sure grasp of the 
new laws. As a result, legal protec- 
tion of investors does not yet always 
mean effective protection of inves- 
tors. In the past ten years, some 
countries have made a good start, 
but Wall Street by the Vistula re- 
mains a rather distant prospect. 
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Big Oil and its subsidies 


America’s new administration wants to give oil companies new 
“incentives”. Critics deplore such “handouts”. Who is right? 


HE question of whether governments 

are justified in subsidising energy firms 
is back on the agenda. George Bush has de- 
clared that there is an energy “crisis” in his 
country, and insists that more domestic 
supply is the answer. Allies in Congress 
have devised an energy bill laden with in- 
centives for domestic oil and gas explora- 
tion. Mr Bush’s new budget also calls for a 
variety of enticements designed to get 
American oil gushing. 

Critics have pounced on such propos- 
als as thinly veiled handouts for Mr Bush’s 
cronies in the business—who, the critics in- 
sist, already receive plenty of fat subsidies. 
They point to earlier studies, such as one 
done by Greenpeace, that reckon the oil in- 
dustry receives between $15 billion and $35 
billion a year in subsidies. 

Is that so? Exactly, or even roughly, 
how much the oil companies already re- 
ceive in subsidy turns out to be a compli- 
cated question. Ronald Sutherland, an en- 
ergy economist affiliated with the Cato 
Institute, a think-tank in Washington, pc, 
has used statistics from the Department of 
Energy to argue that oil gets rather little. All 
told, after subtracting this and allowing for 
that, he reckons oil receives far less than a 
tenth of the overall federal energy-subsi- 
dies pie, which was worth between $8.6 
billion and $11.3 billion in 1999. 

He goes further. Far from being big 
beneficiaries of the federal government, 
the oil companies are net victims. He 
points to gasoline taxes and to environ- 
mental regulations, such as fuel-efficiency 
standards for new vehicles. By his reckon- 
ing, the chilling effects on oil producers and 
consumers of these government actions far 
outweigh the small subsidies received by 
the industry. What is more, he argues, some 
of the taxes collected from oil consumers 
for the construction and maintenance of 
roads (which you would expect to benefit 
oil consumers) are actually diverted to the 
general revenues of state and local govern- 
ments, or towards mass transit. 

Mr Sutherland succeeds in shooting 


The papers referred to are: “ ‘Big Oil at the Public Trough? 
An Examination of Petroleum Subsidies”, by Ronald 
Sutherland; Cato Institute, February 2001. “Green Scis- 
sors; Cutting Wasteful and Environmentally Harmful 
Spending”, by Friends of the Earth, Taxpayers for Com- 
moni Sense, us Public Interest Research Group and oth- 
ers, February 2001. 








down the inflated calculations of Green- 
peace and others. Still, he too is failing to 
present the whole picture. That is because, 
as the author himself concedes, a variety of 
implicit subsidies are involved in getting 
oil from the gusher to the gasoline tank. 
Chief among these hidden fiscal costs are 
those related to national security and to the 
environment. 


Slippery slope 
The extent to which oil is subsidised by 
America’s defence budget is a matter of 
lively debate among energy economists. 
Some point to the demands of defending 
Middle Eastern oil fields, and have sug- 
gested that defence costs add between $10 
billion and $20 billion a year in subsidies to 
the true cost of oil. Mr Sutherland pooh- 
poohs such assessments. He points to stud- 
ies suggesting that even if America greatly 
reduced its imports of oil, it would not nec- 
essarily reduce military outlays. Perhaps 
that is true, but such an argument fails to 
persuade, on two counts. First, it can never 
happen: America’s appetite for fossil fuels 
is just too big, and its domestic reserves too 
small, for government to subsidise its 
way to self-sufficiency. Second, 
such a view neglects military op- 
erations such as the Gulf war ofa 
decade ago, which few would 
deny was motivated at least in 
part by concerns over oil. 

Another snag involves so- 
called externalities. Guzzling 
gasoline clearly carries costs, 
to human health as well as to 
the environment, that many 
believe are not reflected by the 
price of that fuel. Cato’s analy- 
sis points to studies suggesting i 
that “the external environmen- | 
tal costs of gasoline were ‘inter- 
nalised’ completely by regula- 
tory action and overtaxation 
for other purposes.” However, 
other studies suggest just the 
opposite—that such costs may 
run to tens of billions of dollars 
a year. 

Such a view is especially 
popular in Europe, but it may 
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be closer to the truth in America, where 
taxes on gasoline are much lower. What is 
more, the taxes that are imposed on gaso- 
line in the United States are anyway al- 
ready earmarked for specific purposes that 
have nothing to do with human health or 
the environment. Some therefore argue 
that these taxes should not be double- 
counted as part of the “internalisation” of 
the costs to society. 

Other sorts of implicit fiscal advantage 
enjoyed by fossil fuels are even harder to 
quantify. A new report—this one by Green 
Scissors, an alliance of American green 
organisations and taxpayers rights 
groups—tries to quantify all the indirect 
subsidies. For example, costly work done 
by the army corps of engineers to dredge 
waterways in order to ensure safe passage 
for oil tankers plainly benefits the industry, 
yet nowhere does it appear on the books as 
an oil-industry subsidy. Until recently, oil 
companies did not use market prices for oil 
to determine the royalties they owed for 
drilling on federal land; the report reckons 
this has cost taxpayers some $68m a year. 

Another example involves America’s 
Export-Import Bank, a government agency 
that provides loans and investment guar- 
antees for overseas projects. Last year, the 
agency devoted over $2 billion (nearly a 
fifth of its portfolio) to funding projects 
such as power plants, fossil-fuel extraction 
and pipelines. Admittedly, it is again un- 
clear how much of this should be regarded 
as a subsidy: some of the money has noth- 
ing todo with its official purpose. In one in- 
famous case, the Ex-Im Bank joined the 
World Bank in helping to finance a contro- 

versial oil pipeline in Chad and Camer- 

oon. Chad’s government, it has since 

been reported, spent $4.5m of that for- 
eign money buying weapons. 

The extraordinary complexity of 

the various “taxes” and “subsidies” 
affecting the oil industry is revealing 
in itself-—eloquent testimony to poli- 
ticians’ desire to meddle, and to ob- 
scure the true cost of their meddling. 
Mr Bush is wasting no time in follow- 
ing that tradition. If you ask whether 
any subsidies for oil are necessary, in 
economic terms, the answer is clearer. 
There is no reason whatever why 
American taxpayers should subsidise 
such a well-capitalised and hugely 
profitable venture as the oil industry, 
least of all when projects involving 
clean renewable energy receive much 
less favourable treatment. Big Oil’s free 
ride may be less outrageous than some | 
allege. But the industry should pay its 
way—externalities included—in full. 
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Quantum dreams 


In theory, quantum computers can do things ordinary computers cannot. In 
practice, a useful quantum computer is still a long way off 


AST time a bunch of famous theoretical 
physicists got together to solve an engi- 
neering problem, the result was an atomic 
bomb. This time, the physicists donning en- 
gineer’s caps have a much more innocuous 
goal: to construct a quantum computer. 

Just as with the atomic bomb, the task 
has captured the interest of some of the 
world’s top talent in the physical sciences. 
Like the ones at Los Alamos, these scientists 
have the assurance of knowing that their 
goal is at least theoretically achievable. The 
lure of explosive power is present too: 
mathematical proofs guarantee that 
quantum computers could crack pro- 
blems beyond the reach of current 
computer technology, even at its 
= hypothetical limits, And though 
the deadline is farther away than 
it was for the Manhattan Project, 
the clock is ticking for quantum 
computing, as well:sometime in 
the next decade or two, the chip 
industry will no longer be able to 
pack transistors any more tightly 
on to a piece of silicon, and will 
have to look for other ways to.im- 
prove performance. A quantum 
computer would offer an elegant sol- 
ution~-if only one can be built. 

On paper, at least, a quantum com- 
puter sounds fantastic. An ordinary digital 
computer relies on bits—binary digits, each 
either a zero or a. one—to store information. 
But quantum theory states that subatomic 
particles can exist in multiple states simulta- 
neously, a phenomenon known as superpo- 
sition. An electron, for example, has a prop- 
erty known as “spin” that can be “up”, 
“down”, or a peculiar quantum combina- 
tion of both at the same time. Using the 
spin of an electron to represent a bit of 
data thus allows two possibilities to be 
represented and manipulated at once. 
“Each additional quantum bit, or “qubit” 
doubles the number of possible states that 
-can be handled. That leads toan exponential 
growth in processing power: each opera- 
tion in a two-qubit quantum computer 
can handle four possible states at once, 
and a 20-qubit device could manipulate 
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over a million different states at once. 

In the mid-1990s, researchers realised 
that this exponential scaling meant that a 
quantum computer could solve problems 
that a classical computer, whatever its de- 
sign, never could. Factorising a number with 
400 digits, for example, would occupy a 
modern supercomputer for the lifespan of 
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the universe; but a quantum computer 
could, according to one estimate, do it in 
about a year. It would also be better at hunt- 
ing for solutions to mathematical tangles 
such as the travelling-salesman problem 
(determining the shortest itinerary to visit 
several cities). Such problems, which quickly 
become intractable using conventional 
computers, have an annoying tendency to 
crop up in real-world situations involving 
scheduling and routing. 


Gently doesit 


Building a quantum computer is one of 
physics’ greatest challenges, because directly 
manipulating the quantum properties of 
particles such as electrons or photons also 
destroys their delicate state of superposition. 
A quantum computer must be isolated from 
the rest of the world in order to protect its 
fragile state, but it cannot be totally isolated, 
because then it will be impossible to get in- 
formation in and out of it, and the com- 
puter will be useless. One way around 
this problem that has had some suc- 
cess uses the spins of atomic nuclei 
as qubits. Nuclear spins are robust 
because they are sheltered in the 
heart of an atom. And the tech- 
nology for manipulating them is 
conveniently available off-the- 
shelf: nuclear-magnetic-reso- 
nance (NMR) spectroscopy, 
which relies on controlling nu- 
clear spins to gain information 
on molecular structures, has 
been in use in chemistry labs for 
years. Using this approach, a two- 
qubit quantum computer, in liq- 
uid form, was built in 1997. 
liquid-Nmr quantum com- 


copies of a particular molecule. Each qubit 
is represented by a particular atom in every 
molecule, and all of the trillions of atoms 
corresponding to a particular qubit are 


3 manipulated at the same time. To make 


a two-qubit computer, the spins of two 
atoms in every molecule must be.con- 

> trolled; to make a ee. computer, 
three must be controlled, and so on. fn 
the last four years, liquid-Nmr quan~ 
tum computers have grown steadily in 
size (a seven-qubit device was com- 
pleted last year) and in ability. Last 
month, a team led by David 
Cory and Seth Lloyd of the 
Massachusetts Institute of Tech- 
nology reported in Physical Re- 
view Letters that a three-qubit 
device of this type can perform a 
type of mathematical trick known as 
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puter consists of many trillions of 
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a Quantum Fourier Transform, a necessary 
step in the program for factorising large 
numbers on a quantum computer. 

Unfortunately, the liquid-NmR ap- 
proach will not work on a large scale. As a 
molecule grows in size, its NMR signature be- 
comes more difficult to read and the signal 
rapidly becomes too faint to detect. Most re- 
searchers believe that given the current sen- 
sitivity of this technology, liquid-Nmr 
quantum computing will not really be feasi- 
ble beyond a ten-qubit limit. 

So Dr Cory, along with Timothy Havel of 
Harvard and Raymond LaFlamme and 
Emanuel Knill of Los Alamos National Lab- 
oratories, is embarking on a project to use 
NMR in a solid. The idea is to use magnetic 
fields to control the spin of individual elec- 
trons. Since each electron has a powerful ef- 
fect on neighbouring atomic nuclei—just as a 
large magnet has a powerful effect on small 
magnets nearby—the nuclear spins of 
nearby atoms can thus, they hope, be 
manipulated indirectly. Moreover, in the 
cooled crystal lattice that the researchers 
plan to use, these nuclear spins will not be 
upset by the vibrations of neighbouring 
molecules, as they would be ina liquid. 

In theory, all this should make nuclear 
spins easier to detect and play with. The re- 
searchers believe that a solid-state NMR de- 
vice could reach 20 or 30 qubits in the next 
three years. Such a computer would exceed 
the power of today’s fastest supercomputers 
for certain types of simulation. Dr Cory’s 
group is not alone—four or five other ideas 
have been proposed to push quantum com- 
puters into the tens-of-qubits range. 

Buta 20- or 30-qubit machine is still a far 
cry from what will be required to crack such 
grand problems as factorising 400-digit 
numbers. For each spectacular claim about 
quantum computing, there is an equally 
daunting problem that shows how remote 
those prospects are. Error correction, for ex- 
ample, is a big headache. In order for a quan- 
tum computer to be reliable, its error rate— 
the proportion of times a spin is manipu- 
lated wrongly—needs to drop to about one 
in a million. Today’s devices are deemed to 
be doing well if their error rate is smaller 
than one ina hundred. 

Correcting errors requires a large in- 
crease in the number of qubits. Dr Cory says 
that the program for factorising large num- 
bers will require about 1,000 qubits simply to 
store the problem. But each of these qubits 
will require dozens of extra qubits for error- 
checking. That means that a useful computer 
will need tens of thousands of qubits to 
come up witha reliable answer. At seven and 
counting, that goal is a long way off. 

On the other hand, the progress already 
made is remarkable. For conventional com- 
puters, Moore’s Law states that processing 
power doubles roughly every 18 months. 
Since each additional qubit doubles the 
power of a quantum computer, quantum 
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devices need grow by only one qubit a year 
to outpace the chip industry. Quantum 
computing has far exceeded this rate. In 1998, 
a three-qubit device had been developed; 
two years later, the number was seven. 


A quantum leap of faith 


Still, a machine with tens of thousands of qu- 
bits will require a lot more work. In America, 
government funding of quantum-computer 
research grew from $1m in 1995 to $30m last 
year. European and Japanese funding is on 
the rise too. A journal dedicated to the field, 
Quantum Information and Computing, 
will be launched this summer. There is even 
a company in New York, MagiO Technol- 
ogies, that has vowed to bring quantum de- 
vices to market within a decade. Given the 
combination of money, interest and people, 
says Dr Knill, “quantum computers must 
eventually work.” 

While optimists compare the state of the 
field to that of computing before the inven- 
tion of the vacuum tube, sceptics place 
quantum computing somewhere between 
artificial intelligence and cold fusion: that is, 
a venture that is at worst utterly wrong- 
headed and at best a waste of valuable re- 
search funds. The truth, as with most results 
in quantum physics, is probably a superpo- 
sition of these two views. A more apt anal- 
ogy may be between quantum computing 
and hot fusion: the physics certainly works, 
but it is difficult to harness this power for 
practical use. 

Indeed, according to David Deutsch, a 
theoretical physicist at Oxford University 
and a pioneer of the theory of quantum 
computing, the most important application 
of quantum computers for the next decade 
or so will probably be inside the physics lab- 
oratory, to simulate quantum-mechanical 
systems. He says even theoretical quantum 
computing could help scientists better un- 
derstand the quantum world. So even if it 
fails to provide a way out of computing’s 
blind alleys, quantum computing should at 
least end up asa fruitful branch of physics. 





Power lines and cancer 


Current 
concerns 


ACK in the 18th century, magnetism was 

all the rage for treating a wide variety of 
ailments. Today, however, the rage is mainly 
confined to those who feel that electromag- 
netic fields (emrF)—particularly those emit- 
ted by overhead power lines—are the cause 
of their dread diseases. 

For the past 20 years, scientists have been 
investigating a possible link between rare 
ailments, such as childhood leukaemia and 
certain adult cancers, and exposure to EMF, 














Safe, probably 


either through living at close quarters to elec- 
tricity lines or working alongside them at 
electrical utilities. Several large studies car- 
ried out in Scandinavia, America, Canada 
and Britain have, on the whole, concluded 
that there is little risk of cancer associated 
with EMF exposure. But shortcomings in 
some of their methods, and a lack of agree- 
ment between their results, has kept the de- 
bate electrified. 

This week, a group of British researchers 
advising the government’s National Radio- 
logical Protection Board weighed in with 
their assessment of the dangers of Emr. Hav- 
ing trawled through hundreds of epidemio- 
logical and laboratory studies published on 
the subject and taken into account their va- 
rious flaws and biases, the advisory group 
agreed with the prevailing view that the 
association between EMF exposure and hu- 
man cancer is weak. Its members found little 
convincing evidence of a connection be- 
tween the sort of heavy-duty occupational 
exposure which, say, an engineer at an elec- 
trical substation might experience and either 
adult leukaemia or brain cancer. The advi- 
sory group did note, however, that pro- 
longed residential exposure to relatively 
strong magnetic fields of greater than 0.4 mi- 
croteslas is associated with a doubling of the 
risk of achild developing leukaemia. 

This might sound alarming on the sur- 
face, but is less frightening in the detail. The 
British study estimates that around 300,000 
people (0.5% of the country’s population) are 
exposed to magnetic fields with a strength of 
0.4 microteslas or more. (Background field- 
strengths in most British homes range from a 
fortieth toa half of this level, with occasional 
brief surges due to electrical appliances such 
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as shavers and blenders.) So quite a few Brit- 
ish children fall into this risk category. But 
childhood leukaemia is an uncommon ail- 
ment in the first place, with 500 cases re- 
ported each year in Britain. The researchers 
estimate that exposure to strong magnetic 
fields might be associated with an additional 
two cases of leukaemia a year. 

But Anthony Swerdlow, an epidemiolo- 
gist at the Institute for Cancer Research in 
London and a member of the advisory 
group, is quick to point out that even if EMF is 
associated with childhood leukaemia, that 
does not mean that it causes it. Laboratory 
testing, using isolated cells or experimental 
animals, has failed to show much of an effect 
on biological processes by the sort of EMF 
that might come from electrical supply lines. 
And since it is known that Emr does not di- 
rectly alter DNA, one of the key steps in caus- 
ing cancer, researchers are hard-pressed to 
come up with a plausible mechanism as to 


how such fields might cause trouble. 

Itis possible that EMF acts in conjunction 
with another agent which causes cancer, but 
this is hard to pin down in population- 
based studies since there are countless sus- 
pects lurking in the real world. It might be 
easier to expose such a carcinogenic conspir- 
acy in the laboratory, but there are few ade- 
quate animal models of childhood leukae- 
mia yet available to test the hypothesis. 

In any case, this latest report on Emr and 
cancer is unlikely to be the final word on the 
subject. The researchers themselves call for 
additional studies on cells and animals. And 
while there are too few people in the high- 
exposure category in Britain to do further 
useful epidemiological studies, the group 
does recommend more population-based 
work, using the best techniques available, in 
other countries with higher exposures. Re- 
searchers also want to address the curious 
finding that four-fifths of the children in the 
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high-EMF exposure category in Britain do 
not live near overhead power lines. The 
source of their emr exposure, whether from 
household wiring or other causes, will need 
further investigation. 

The bottom line, as Dr Swerdlow points 
out, is that exposure to EmF is linked to a 
modestly elevated risk of a very rare disease 
in a small section of the population. Unfor- 
tunately, this is unlikely to quieten public 
fears of widespread danger from electricity 
lines. Childhood leukaemia is a cruel dis- 
ease, and parents are naturally keen to find 
the cause. Blaming menacing electrical py- 
lons and invisible, malign radiation is un- 
derstandably easier than accepting the fact 
that science does not yet know what triggers 
this affliction in some children. In an age 
which expects iron-clad scientific solutions, 
living with uncertainty, however small the 
danger, is no easy thing. 

a 








E OE the world is home to tens of 
millions of animal species, the vast 
majority are small crawling things with lots 
of legs. When they are threatened, it is diffi- 
cult for conservationists to stir up much 
public sympathy. Not so for the big, cute 
and cuddly animals known as “charis- 
matic megafauna”. People will go to enor- 
mous lengths to protect them, their habi- 
tats and the other less attractive (but no less 
important) animals that live with them. 
The red, furry orang-utan, found 
mainly in Indonesia, is undeniably one of 
the most charismatic of such megafauna. 
But this seems to be helping it less than you 
might suppose. According to the Zoologi- 
cal Society of London, the number of 
orang-utans has halved over the last de- 
cade to just 25,000. The main threat to 
Asia’s only great ape is illegal logging, 
which destroys the orang-utans’ habitats. 
The root of the problem lies in Indone- 
sia’s political turmoil, according to the 
Environmental Investigation Agency (EIA), 
an environmental group that has been 
scrutinising illegal logging in Indonesia for 
the past two years. The resulting power 
vacuum has allowed illegal timber extrac- 
tion—an activity which already outstrips 
legal production—to move large commer- 
cial operations into supposedly protected 
parks such as Tanjung Puting National Park 
in central Kalimantan. There are only 
seven areas where orang-utans have 
populations of more than 1,000 individ- 
uals. Five of these, including three parks, 
are now being commercially logged. 
Logging, both legal and illegal, used to 
be centrally controlled under the corrupt 
and nepotistic Suharto regime but is now 





Orang-utans on the brink 


in the hands of powerful regional timber 
barons who encourage local lawlessness. 
The EIA says that unless these people are 
prosecuted the future for the orang-utan 
looks bleak. According to a study by Carel 
van Schaik of the Wildlife Conservation 
Society, just published in the journal Oryx, 
the orang-utan faces extinction in the wild 
within ten years. 

The main attraction of national parks 
such as Tanjung Puting for illegal loggers is 
a valuable decorative hardwood called ra- 
min. The logging gangs working the forest 
are paid $1-2 per cubic metre to extract it. 
But when processed and carved into 
mouldings, ramin can fetch $1,000 per cu- 





So much for charisma 


bic metre. It is then exported to Europe 
(mainly Italy), America, Japan and China. 
As most legally obtainable ramin has al- 
ready been felled, the only source is now 
inside protected areas. 

The Era has been investigating and ex- 
posing environmental crimes for the last 15 
years, in areas such as trade in endangered 
species, the supply of illegal chemicals and 
illegal logging. Its main tool is to expose the 
leading figures perpetrating environmen- 
tal crimes. But in Indonesia the E1A has a 
problem. The leading figures behind the 
logging are already well known, as are the 
illegal sawmills. The secretary-general of 
the forestry department has published the 
names of 18 regional timber barons who 
run Indonesia’s logging operations. So far, 
three of them have been arrested, one in 
the last month. 

But Julian Newman, a senior investiga- 
tor for the E1A, told a meeting of the Zoolog- 
ical Society this week that he is not op- 
timistic about the outlook for the Tanjung 
Puting park. The man the Era is accusing of 
being the region’s timber baron is a 
wealthy politician called Abdul Rasyid. 
EIA investigators and a local group called 
Telepak, posing as timber buyers, have 
compiled and published information on 
Mr Rasyid’s company, Tanjung Lingga. The 
attention of both Indonesia’s president, 
Abdurrahman Wahid, and agencies such 
as the World Bank and the imr has been 
drawn to the plight of the park. But no ac- 
tion has been taken. 

If the E1A’s claims are correct, that is a 
pity, but not surprising. Indonesia is riven 
with political and economic problems, 
and its legal system is dysfunctional. As a 
result, the fate of the orang-utan, officially 
declared an endangered species last Octo- 
ber, has an ominously low priority. 
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Burgeoning books 


Publishers can be as energetic as farmers in forecasting the demise of their 
business. Not so, says one publishing veteran, in a surprising memoir 


CCTS PUBLISHING dead?” When the Los 

Angeles Times asked this deliberately 
leading (and not entirely original) question 
for a special issue of its weekly book review 
last month, 35 of America’s most experi- 
enced publishers, editors, literary agents and 
booksellers took the trouble to reply. Their 
answers were quite surprising. 

Noone would deny that the industry has 
been through turbulent times in the past de- 
cade. The Times cited the continuing merger 
mania that has thinned the ranks of inde- 
pendent publishers and booksellers, the fix- 
ation that publishers have with name-brand 
authors who appear to guarantee immedi- 
ate profits as against slower-selling but more 
enduring writers, and the industry’s near- 
universal enrolment in the cults of celebrity, 
sensationalism and gossip. It asked whether 
publishers can still successfully—and profit- 
ably—bring out “difficult yet important” 
works of civic distinction and literary merit. 
And whether the industry can meet the 
challenge presented by the virtual world 
with its digital technology which is already 
altering traditional ways of both manufac- 
turing and selling books, and perhaps, one 
day, the habit of reading itself. 

Rejecting the notion—advanced most 
vigorously by André Schiffrin, former man- 
aging director of Pantheon Books, last year in 
“The Business of Books” (Verso)—that theirs 
is a dying profession, many of the respon- 
dents (though not Mr Schiffrin) announced 
that, despite its woes, publishing is very 
much alive. Indeed, far from being fin- 
ished, some insisted, the book trade 
faces a future in which it is likely to 
flourish as never before. 

Count among the optimists Jason 
Epstein. Both in his re- 
sponse to the question- 
naire by the Times and 
in his incisive and ele- 
gant new book, Mr Ep- 
stein, one of America’s 
most seasoned book 
editors, declares his = 
faith in the electronic revolution. He is 
greatly encouraged by the spectre of what he 
calls the “machinery that can scan, digitise, 
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Book Business: PUBLISHING PAST, | 
| PRESENT AND FUTURE. By Jason Ep- | 
| stein. Norton; 214 pages; $2195 and | 
| £16.95 | 


and store permanently virtually any text 
ever created,” He likes the fact that it allows 
other machines “to retrieve this content and 
reproduce copies on demand instantly any- 
where in the world, either in electronic form, 
downloaded for a fee onto an e-book or 
printed and bound for a few dollars a copy, 
indistinguishable in appearance from con- 
ventionally manufactured paperbacks.” The 
possibility of eliminating the publisher's 





































fixed costs—the physical warehousing and 
distribution of books--would, he argues, 
make more perfect the relation between 
supply and demand, between author and 
reader. 

Indeed, he suggests, it would enhance 
the democratic prospect. Mr Epstein envi- 
sions a world in which “machines that can 
print and bind single copies of texts will 
eventually be household items, like fax ma- 
chines today.” He predicts that “readers in 
Ulan Bator, Samoa, and Nome will have the 
same access to books as readers in Berkeley 
and Cambridge. No book need ever go out of 
print.” 

Is Mr Epstein to be taken seriously? Or is 
he, like Marshall McLuhan, a manic exagger- 
ator? Mr Epstein is, to be sure, a man of many 
accomplishments: the creation in 1952 of An- 
chor Books, which sparked the so-called 
quality trade paperback revolution; the co- 
founding in 1963 of the New York Review of 
Books; and in 1979 the establishment of the 
Library of America, the prestigious home of 
American classics (an idea originally sug- 
gested to him by Edmund Wilson). With that 
record, in addition to his day job over four 
decades as one of Random House’s most 
gifted editors—publishing such authors as 
Norman Mailer, Gore Vidal, Jane Jacobs and 
Paul Kennedy—Mr Epstein’s Delphic pro- 
nouncements carry considerable weight. 

The curious thing about Mr Epstein’s 
book is its unexpected optimism. Mr Epstein 
is aman widely known for his gloomy out- 
look and, indeed, for his devotion to authors, 
like Mr Kennedy, who predict the decline 
and fall of just about everything. In Mr Ep- 
stein’s view, life usually goes from bad to 
worse. His is a temperament that is usually 
more common among Europeans than 
Americans. In “Book Business”, Mr Epstein 
reveals himself instead as the sunniest of 
Americans, devoted to the idea of a techno- 

logical fix to a cultural predica- 

ment. A model of intellectual rig- 
our and sobriety, Mr Epstein 
uncharacteristically permits himself 
in this book a certain breathless 
prose. But perhaps he is to be for- 
given, for his slim volume is as much 
elegy as it is prophecy. 

He casts a fond look back- 
ward at his early days in pub- 
lishing, when the profession was 
acottage industry dominated by the idio- 
syncratic literary sensibilities of indepen- 
dently wealthy publishers, usually heirs to 
family fortunes whose businesses they 
chose not to pursue. Today, of course, all that 
is gone as one company after another has 
succumbed to the great corporate jugger- 
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naut whose titans endlessly strive for “syn- 
ergy”. Itis a strategy doomed to failure. As Mr 
Epstein points out, book publishing was 
never destined to be a very profitable enter- 
prise, dependent as it was on the fickle tastes 
of a public whose cultural proclivities could 
never be calculated in a way that would 
gladden an accountant’s heart. “A cottage in- 
dustry within an industrial conglomerate 
makes nosense,” he writes. But, thanks to the 
Internet, publishing will, he predicts, be- 
come once again a cottage industry in which 
editors can edit, writers write, and the great- 
est task will be to cut through the noise of the 
culture and gain the attention of readers for 
whom story-telling will remain as indis- 
pensable to the human condition as it ever 
was. 

Perhaps. Mr Epstein’s view brings to 
mind Arthur Koestler, the author of “Dark- 
ness at Noon” who, when asked to choose 
between 100 readers in the present and ten 
readers a century hence, replied unhesitat- 
ingly, “Why, ten readers 100 years from now, 
of course.” He then paused, and said with a 
smile, “But I suppose such sentiment gives 
no comfort to my publisher, who hopes still 
to be in business in 100 years.” 

a 





Milosevic of Serbia 


Mystery man 


SERPENT IN THE BOSOM: THE RISE AND FALL 
OF SLOBODAN Mitosevic. By Lenard J. Co- 
hen. Westview; 496 pages; $35 and £24.99. 


OCTOBER 5TH: A 24-HOUR Coup. By Dragan 
Bujosevic and Ivan Radovanovic. Media 


Center Belgrade; 318 pages; 600 dinars and 
DM20 


T A raucous society wedding in Bel- 
grade last summer, Serbia’s most fam- 
ous gypsy band played until late, the bride 
and groom danced on the table and the 
moon glistened below on the waters of the 
Danube. Out on the restaurant terrace, 
members of the Serbian elite laughed, 
clinked champagne glasses and asked each 
other what was likely to happen when 
President Slobodan Milosevic, as everyone 
expected, introduced restrictive new laws. 
The guests included known enemies of Mr 
Milosevic as well as loyal apparatchiks and 
even one-time close advisers. What they all 
had in common was their ignorance of 
what he would do next. 
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For ten years, Mr Milosevic had kept 
the politicians and diplomats of Belgrade 
guessing. Nobody really knew what was in 
his mind. And this uncertainty was at least 
part of why he stayed in power so long, de- 
spite driving his country from one calamity 
to another. Last July, he finally miscalcu- 
lated, proposing a change to the constitu- 
tion that would, in effect, have prolonged 
his dictatorship. He lost the ensuing elec- 
tions and, after refusing to leave office for 
two weeks, gave up power on October 5th 
as hundreds of thousands of Serbs con- 
verged on Belgrade in protest. 

If those nearest to Mr Milosevic never 
got his measure, what chance then for out- 
siders? Lenard Cohen, who teaches at a Ca- 
nadian university, has a fair crack. Al- 
though his book is being sold as one, it is 
not a proper biography. Rather, it is a 
meticulous chronicle of the Milosevic years, 
concentrating on Kosovo, with little about 
the Bosnian or Croatian wars, which Mr 
Milosevic also provoked. Some readers may 
be put off by its dry style—it comes with 
graphs and charts—but as an academic 
study it is likely to stand the test of time. 

If, as seems possible, Mr Milosevic ends 
up sooner or later answering charges by the 





DAMsedevornbs 


HE common lament about the dumb- 

ing-down of modern society is flatly 
contradicted by the vitality of reading 
groups on both sides of the Atlantic. As 
many as 50,000 people belong to such 
clubs in Britain. In America the figure may 
be ten times larger, according to Jenny 
Hartley, a lecturer at the University of Sur- 
rey. Ms Hartley was so intrigued by this 
cultural phenomenon that she set out to 
survey 350 groups in Britain, America and 
elsewhere to find out more. “Reading 
Groups” (our; $9.95 and £5.99) is the result. 

The recent growth in reading groups 
has been partly due to promotion by the 
mass media. In 1996, Oprah Winfrey, an 
American talk-show host, 
launched her “Oprah’s Book 
Club”. As Ms Hartley says, it 
quickly became “one of the most 
staggering phenomena in the his- 
tory of collective reading”. Each 
month Oprah chooses one book; 
by the time it is discussed on the 
show the following month, 
500,000 viewers have read at least 
part of it. So far, Oprah can claim 
responsibility for 28 bestsellers. 

In Britain the reading-group 
idea got a boost in 1997 when 
Orange, then still a smallish mo- 
bile-phonecompany thatalso pre- 


sented a yearly prize for women’s 
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fiction, launched a book promotion. A 
year later the Mail on Sunday, a mid-mar- 
ket newspaper, launched its own monthly 
reading-group promotion. The newspaper 
offered readers 5,000 reading-group starter 
packs, which were eagerly snapped up. 
The recent proliferation of groups is re- 
flected in Ms Hartley’s survey figures: 38% 
are less than two years old. But she also 
shows that reading groups have been 
around for a very long time; some British 
groups have a continuous history going 
back over 200 years. The Dalton Book Club 
in Cumbria was started by 17 men in 1764; 
and when a man has been a member for 50 
years, he has to buy a bottle of brandy for 





Startem young 


the club. Over the years, eight members 
have had to reach into their pockets. 

Many of the oldest groups, like those in 
Dalton, Stockton and Bristol, were all-male 
affairs, but today it is women who domi- 
nate. In Ms Hartley’s survey, 69% of groups 
are all-female and 27% are mixed: only 4% 
are all-male. “Our husbands don’t read 
very much” and “women take more plea- 
sure in verbalising their feelings” are just 
two examples of the responses she was 
given when she asked why it was that all- 
female groups dominate. 

Most reading groups focus on modern 
fiction, especially recent fiction. Among 
the most popular books are Louis de Ber- 
niéres’s “Captain Corelli’ Mandolin” and 
Frank McCourt’s “Angela’s Ashes”. But 
many groups range more widely, and some 
are rather specialised. One group 
at London University focuses on 
James Joyce’s “Ulysses”, and in 14 
years has read five chapters. An- 
other in San Francisco, the “Marcel 
Proust Support Group” just reads 
the French master and tries to get 
through ten pages a day of “A Re- 
membrance of Things Past”. But 
book groups, of course, are not just 
about books. Food and drink, not 
surprisingly, play an important 
part. And as the novelist Margaret 
Atwood has observed: “The real, 
hidden subject of a book group 
discussion is the book group 
members themselves.” 
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International War Crimes Tribunal in The 
Hague, its prosecutor’s office could do 
worse than place a bulk order for “Serpent 
in the Bosom”. Its lawyers won't find in- 
criminating secrets here—Mr Milosevic 
rarely committed orders to paper—but the 
book is packed with detail about the politi- 
cal manoeuvring over Kosovo . 

By contrast, several so-called secrets 
come tumbling out of “October 5th”, which 
two Belgrade journalists wrote quickly in 
the wake of Mr Milosevic’s fall. One major 
police unit had already pledged its support 
to the opposition; other units decided to 
disobey orders; opposition leaders were in 
touch with key security officials; several 
groups were armed to the teeth, ready to do 
battle. And so on. Gripping, inside stuff, to 
be sure, but how illuminating is it? 

After reading this book, for which more 
than 60 people were interviewed, it is still 
unclear what really happened. Was it a 
coup? Even the authors seem unsure: “The 
chair on which the regime sat was rotten,” 
they write. “When the first leg was pulled 
out, everything fell down with a crash.” Not 
surprisingly, one character is missing from 
this fascinating but confusing book: Mr 
Milosevic himself. When finally stripped of 
power, even knowledgeable Serbs were still 
mystified by what he was up to. 





Europe and America 


Menage a trois? 


STARS AND STRIFE: THE COMING CON- 
FLICTS BETWEEN THE USA AND THE EURO- 
PEAN UNION. By John Redwood. Palgrave; 
202 pages; $39.95 (June) and £35 (£12.99 pa- 
perback) 


ANATICISM in politics is fraught with 

danger, but when writing books, it can 
serve as a useful spur. John Redwood is one 
of those British Eurosceptics who see 
everything through the prism of a noble 
Britain subverted by perfidious Brussels. 
Yet this lurid vision has drawn him never- 
theless towards an important subject: the 
coming conflicts, as he puts it, between the 
usA and the European Union. 

That said, too little of “Stars and Strife” 
is devoted to its stated topic. Rather than 
examining in detail the United States’ rela- 
tions with Europe, he prefers to moan 
about how Britain joined one sort of Eu- 
rope only to discover that its partners were 
hell-bent on creating another. The main ar- 
gument of the book is that liberal, free- 
trading, Yankophile Britain cannot remain 
enthusiastically part of a federal, Yanko- 
phobic, protectionist Union. Rather than 
leaving the Common Market, it should re- 
negotiate its membership, securing a more 
permanent “opt-out” from all sorts of EU 
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things (including taxes and armies) and a 
much lower budget contribution; and bal- 
ance it by seeking to join the North Atlantic 
Free-Trade Agreement (NAFTA). 

There is inevitably a great deal of Euro- 
teasing, some of it lighthearted in a provin- 
cial way (he notices British cappuccino- 
drinkers shivering in street cafes, “because 
that is how the Italians do it”); some of it 
crude (it takes him only a few pages to 
bring up a gratuitous reference to French 
collaboration with the Nazis during the 
second world war). Although Mr Redwood, 
a fellow of All Souls college in Oxford and a 
Tory mp, makes an effort to present Britain 
as caught between being the sist state of the 
United States of America and the 15th state 
of the United States of Euroland, you sense 
that his heart is with the land of free enter- 
prise and more limited government: “The 
Atlantic is 3,000 miles narrow, and the Eng- 
lish Channel is 30 miles wide.” 

The more interesting bits of the book 
tend to be thrown in almost as incidental 
facts dictating Britain’s momentous choice. 
Mr Redwood assembles much information 
about the friction between America and 
Europe. Without the cold-war glue that 
bound it to America, Europe, he argues, is 
increasingly trying to challenge Amer- 
ica—on trade, in military affairs, in envi- 
ronmental affairs, at the un. And Europe's 
sense of distance, he believes, is not just a 
matter of economic self-confidence but of 
cultural snobbery. For many continental 
sophisticates, America, with its guns, its 
executions, its mindless television, its slav- 
ish devotion to the market, has become a 
cultural Antichrist. 

Mr Redwood’s description of a growing 
gulf is excessive. For all their cultural self- 
assertion, the French drink plenty of Coca- 
Cola and eat a lot of Big Macs. There are 
also many British people who probably 
share their Euro-neighbours’ worries about 
American violence and junk culture. And, 
like many Thatcherites, he exaggerates 
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America’s interest in Brit- 
ain for its own sake (as op- 
posed to Britain as simply 
the most amenable and 
poodlelike bit of the Ev). In 
his last speech before leav- 
ing office this week, the 
American ambassador 
went out of his way to 
stress his country’s interest 
in Britain remaining at the 
core of Europe. 

But Mr Redwood also 
puts his finger on legitimate, 
liberal worries about the Ev. 
For him, the Union is funda- 
mentally an old-world 
structure—originating in old 
industries (coal, iron, steel 
and food) and old ideas in- 
volving huge regulatory in- 
stitutions. By contrast, NAFTA is a more 
modern, flexible, open affair. This is a cari- 
cature. But all caricature exaggerates genu- 
ine traits. He points out that membership 
of the European Union prohibits Britain 
from becoming part of NAFTA, though 
membership of NAFTA does not prevent 
joining other free-trade pacts. A fanatic’s 
comparison perhaps (few Americans take 
the idea of Britain joining NAFTA seriously), 
but one we are unlikely to have heard the 
last of. 
= 





Media wars 


Screen stories 


ME AND TED AGAINST THE WORLD: THE 
UNAUTHORIZED STORY OF THE FOUNDING 
OF CNN. By Reese Schonfeld. Cliff Street 
Books/HarperCollins; 407 pages; $26 


UST over two decades after CNN burst on 

to the airwaves, the 24-hour news net- 

work is in trouble. What was once a 
gutsy, entrepreneurial business is now just 
another division of the giant aor Time 
Warner conglomerate. Faced with declining 
popularity, sagging morale and stiff com- 
petition from imitators like MsNBc and Fox 
News Network, it recently laid off a tenth 
of its staff. 

“Me and Ted Against the World” harks 
back to cnn’s salad days, when it dared to 
upset the established networks, hired col- 
lege kids as news producers and staggered 
from one financial crisis to another. Reese 
Schonfeld, cNN’s co-founder alongside Ted 
Turner and its first president and CEO, con- 
veys not only the early excitement, but also 
a sense of how far cnn has strayed from its 
initial promise. The network that revolu- 
tionised television news reporting is today 
“sluggish and constipated”—a decline that 
is reflected not only by sliding ratings but 
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also in its 2000 election coverage, which 
was described as “a debacle” in an inde- 
pendent report. As Mr Schonfeld puts it: 
“cnn has become worldwide and skin- 
deep. Its coverage splashes over everything 
and saturates nothing.” 

Unfortunately, this criticism is marred 
by a severe case of sour grapes. The author, 
who was fired by Mr Turner in 1982, is out 
for revenge—not least, one suspects, be- 
cause he rarely gets much public credit for 
his role (at CNN’s 20th anniversary party his 
name was misspelled on his 1p badge). This 
makes for some amusing anecdotes, like 
the time that Mr Turner returned from a 
duck shooting trip with the Cuban presi- 
dent to announce: “Fidel ain’t a communist. 
He’s a dictator just like me.” But it also un- 
dermines the book’s attempt at serious 
analysis. Mr Schonfeld’s contention, that 
CNN’s decline dates from his own dis- 
missal, even though this was years before 
the network’s finest moment—its Gulf war 
coverage—deserves little airtime. 





Last rites 


Burning ideas 


PURIFIED BY FIRE: A HISTORY OF 
CREMATION IN AMERICA. By Stephen Proth- 
ero. University of California Press; 280 pages; 
$27.50 and £18.50 


UPPOSING you are on the brink of 

death and, being a dutiful human being, 
have sought to put your worldly affairs in 
order, paying off your credit cards and so 
on. A lingering concern occupies your last 
thoughts. Should you proceed to the next 
world in some style, your cortége dignified 
by, say, six white horses? Or would it be 
more responsible to depart the modern 
way, at least saving your dearest some 
money, by leaving instructions for your 
body to be burnt? 

_ In Britain, it seems, most people have 
long made up their mind in favour of cre- 
mation. About 70% of bodies are burnt. In 
the United States, though, the proportion is 
only some 25%. Stephen Prothero appears to 
have discovered a rare area of technological 
progress in which the Americans are 
lagging behind. 

The cremationists have had a hard task 
persuading Americans that theirs is the 
proper, hygienic and indeed American way 
of disposing of the body. It is argued that 
the loved one’s relations are spared trips to 
the graveyard on a cold damp day. What 
could be nicer than keeping your hus- 
band’s ashes in a tasteful box on the man- 
telpiece? Or consider a fear—primitive and 
foolish, no doubt, yet still persistent—that 
haunts those who opt for the grave: being 
mistakenly buried alive as the result of a 
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doctor’s blunder, waking up six feet under 
and desperate to get out. Better by far a 
quick end through cremation. 

But in the profitable industry of the dis- 
posal of the dead, the traditionalists have 
fought in America to keep their market 
share. To impress the dying, early crema- 
toriums—given the name of “columbar- 
iums” for a place to store ashes—were built 
with the grandeur of cathedrals. In re- 
sponse, the traditionalists have replaced 
drab urban burial grounds with pleasant 
lawn parks. Lobbyists for the burial indus- 
try have persuaded the American gov- 
ernment not to take sides, unlike in places 
short of land, such as Japan and European 
countries, where governments have en- 
couraged the spread of crematoriums. 

Sadly, the cremationists who were anx- 
ious to show the social advantages of their 
mission have sometimes overdone things. 
One American doctor pointed out that the 
ashes of the dead make excellent fertiliser. 
Ever the utilitarian, the same man sug- 
gested that the dead could make them- 
selves especially useful by having their 
skins removed before incineration and 
turned into leather. 

The public was not enthusiastic. The 
story of cremation in America, Mr Prothero 
notes, is one of only moderate success. But 
the cremationists have never stopped try- 
ing, even if some of their efforts verge on 
the fantastic. In 1997 the cremated remains 
of 24 people, among them Gene Rodden- 
berry, the creator of “Star Trek”, were rock- 
eted into orbit. Their fond relations could 
have the solace of knowing that they were 
passing heavenwards every 90 minutes. 
Forget white horses. For the corpse who has 
everything, this was the only way to go. 
= 





British fiction 


The easy way out 


BORDER CrossinG. By Pat Barker. Farrar, 
Straus and Giroux; 224 pages; $22. Viking; 
£16.99 


HE story is straightforward and timely. 

Tom is a psychiatrist who works with 
disturbed children. He is in the middle of 
separating from his wife. Years ago he gave 
evidence which helped to convict a child 
who had murdered. Now the murderer—if 
he really was a murderer—reappears in 
Tom’s life and causes him to confront large 
questions about the nature of evil, the exis- 
tence of original sin, and whether counsel- 
ling is beneficial or destructive. Tom is also 
forced to examine his own capacity for evil. 

This would seem a good framework 
within which to address a variety of con- 
temporary dilemmas. Unfortunately, Pat 
Barker is more concerned with the dilem- 
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mas than with the story, and the result is 
formulaic. 

An earlier work with which “Border 
Crossing” bears immediate comparison is 
Peter Shaffer's intriguing play, “Equus”, 
which also centres on the confrontations 
between a child and a psychiatrist. In 
“Equus” these scenes crackle with tension, 
offering superb opportunities for the actors. 
In “Border Crossing” things are more pre- 
dictable, and the mutual self-knowledge 
which results comes too easily. Wickedness 
is extreme. It is possible to log on to Internet 
sites and watch dismembered babies being 
eaten. To confront evil is to lay yourself 
open to truths about yourself which may 
not just be unpalatable but impossible to 
live with. 

Ms Barker made her reputation with 
the powerful “Regeneration” trilogy, about 
the lasting effects of the first world war. Yet 
in “Border Crossing” both her dialogue and 
her descriptive writing lack the vividness 
which made those earlier novels so com- 
pelling. Here she is too polite for her mate- 
rial, too willing to take the easy way out. 

At the end of the novel, the crises of 
Tom’s loneliness and the boy’s redemption 
are resolved together. But you are left with 
the feeling that the central characters are 
less living and breathing human beings 
than composites of attitudes. The boy is 
intelligent, manipulative and inclined to set 
light to things. He had a violent father and 
an inadequate mother, but he is kind to kit- 
tens. He is a paradigm, a case study, as 
much as a boy. Ms Barker’s admirably lib- 
eral instincts have deflated what might 
otherwise have been a potent investigation 
into the nightmare of evil. “Border Cross- 
ing” is certainly engrossing. But there is too 
much cosiness, too much correctness, too 
little pain. 
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Architecture and cities 


Imagining Metropolis 


Four current museum shows focus on different aspects of the modern city 


HY—indeed whether—great art and 

great architecture flourish together in 
particular cities at particular times is obvi- 
ously a topical question. A sprawling show 
at Tate Modern on London’s Bankside asks 
us to view nine cities as seedbeds of 2oth- 
century art. A second, more focused show in 
Los Angeles presents architects’ visions of 
the city itself as a work of art. A third exhi- 
bition, also in Los Angeles, shows how a 
little-known European modernist put his 
mark on that most American of cities. And a 
fourth, forward-looking show in Montreal 
offers us daringly imaginative ways to trans- 
form public spaces. 

Iwona Blazwick, who mounted the Tate 
show, invited her curators to “map” modern 
art in Paris (1905-15), Vienna (1908-18), Mos- 
cow (1916-30), Rio de Janeiro (1950-64), Lagos 
(1955-70), Tokyo (1967-73) and New York 
(1969-74), as well as London and Mumbai in 
the 1990s. Her view of the modern city as a 
“creative crucible” naturally works better in 
some places than others. Certainly, it suits 
revolutionary Moscow, where Vladimir 
Mayakovsky declared: “The streets shall be 
our brushes—the squares our palettes!” 

Thanks to a compelling display by Lutz 
Becker, a curator and film maker, you walk 
into the great red hope of the Bolshevik revo- 
lution. Films, posters and architectural ma- 
quettes present the new Soviet capital ex- 
ploding with the hopeful idea that art and 
architecture can remake the world. The work 
of Alexander Rodchenko and El Lissitsky is 
breathtaking. But, like Viadimir Tatlin’s mag- 
nificent, wholly impractical glider hovering 
above, the Utopian vision of the Russian 
avant-garde was too frail for the real world. 

Asin any whirlwind trip, the eye catches 
flashes of beauty—dazzling work from 
bossa nova Brazil, for example. The Vienna 
section’s red room displays a staggering ar- 
ray of nudes by Egon Schiele, with Sigmund 
Freud’s consulting couch (borrowed from 
London’s Freud museum) installed at the 
end like an altar. But all in all, “Century City” 
is over-ambitious and overgrown. As the in- 
augural show for Tate Modern—and the 
Tate’s most expensive show ever—it proves 
especially disappointing. Strangest of all, ar- 
chitecture is a virtual no-show, apart from a 
few nods to the Vienna Secession and the ur- 
ban visions of Otto Wagner and Josef Loos. 
Despite its claim to anchor art in a place, the 
architectural experience of being immersed 
in acity is what “Century City” sadly lacks. 

Wagner's architecture, by contrast, is the 
presiding spirit of “Shaping the Great City”, 
now at the Getty Museum in Los Angeles. Its 
theme is Wagner’s part in the spread of the 
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idea of the metropolis. He asked big ques- 
tions about how we should think about and 
shape the modern city. To him, a city was a 
cultural artefact which should be treated asa 
unified space, with clear perspectives and 
uniform building styles. Interestingly, a fel- 
low Viennese architect, Camillo Sitte, shared 
Wagner’s conception of the city as an aes- 
thetic unity but took an opposite view about 
what it should look like. In his plans for Ma- 
rienburg and other towns, Sitte tried to re- 
produce the diversity of medieval and ba- 
roque cities as the ideal way to incorporate 
the different functions of urban life. Neither 
architect’s urban plan was realised, although 
Wagner’s Post Office Savings Bank in Vienna 
remains a landmark. 

Looking down from the Getty on to the 
hazy sprawl of Los Angeles—hated by some, 
celebrated by others—visitors are bound to 
wonder if such heroic European urbanism 
can possibly be relevant today. But it is, in- 
sists Wim de Wit, a Getty researcher. He cites, 
in evidence, two contemporary public 
buildings that, it is hoped, will revive dismal 
Los Angeles spaces—Frank Gehry’s Disney 
Hall and Rafael Moneo’s cathedral—as well 
as a great 20th-century architect, R.M. Schin- 
dler. A pupil of Wagner and Frank Lloyd 
Wright, Schindler settled in Los Angeles and 
planted there the seed of European modern- 
ism. Much of what we think of as typically 
southern Californian—the Lovell beach 
house at Newport Beach, for example—is 


due to him. Coincidentally, a fine show of 
Schindler’s work can be seen at the Museum 
of Contemporary Artin Los Angeles. 

For every Schindler house, it is true, Los 
Angeles has four dozen malls and 300 miles 
of urban strip. We are all used by now to the 
gap between modernism’s hopes and 
achievements—none more than Phyllis 
Lambert, founder and director of the Cana- 
dian Centre for Architecture (cca). But there 
is nothing wistful or nostalgic in her defence 
of modern design. She likes to quote Mies 
van der Rohe, whom—as daughter of the 
firm’s boss—she commissioned to design the 
Seagram Building (1959) in New York: “You 
don’t have cities any more, only jungles. The 
key for an architect is how you make a clear- 
ing in the jungle.” 

That was the thinking behind the cca’s 
new $100,000 prize for urban design, 
awarded last year to Peter Eisenman, an ex- 
perimental New York architect. Mr Eisen- 
man won with a design for a rooftop park 
above Manhattan from Madison Square 
Garden to the Hudson river. His plan, along 
with those of the other finalists, ison show at 
the cca. It is tempting, perhaps, to treat these 
designs also as Utopian visions. Yet work like 
this sets out in three-dimensional models a 
simple but easily neglected truth: we cannot 
improve cities unless we look at them care- 
fully—and then imagine how they might be. 
“Century City”. Tate Modern, London; to April 29th. 


“Shaping the Great City: Modern Architecture in Central 
Europe 1890-1937”. Getty Museum, Los Angeles; to May 6th. 
Kunstforum, Vienna; June 14th-August 26th. 


“The Architecture of R.M. Schindler”. Museum of Contem- 
porary Art, Los Angeles; to June 3rd. 


“New York: cca Competition for the Design of Cities”. Ca- 
nadian Centre for Architecture, Montreal; to April 1st. 














A ruined dock in Piran, Slovenia, converted into a handsome town square, 
is one example of “winning back city space” from 39 sites in Europe, 
America and Japan, examined by Jan Gehl and Lars Gemzoe in “New City 
Spaces” (Danish Architectural Press; 264 pages; eksp@arkfo.dk) 
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Harold Stassen 


N NINE occasions between 

1948 and 1992 Harold Stassen 
tried without success to become 
president of the United States. His 
bids were not simply quixotic or 
to gain publicity for a cause: he 
was not a Green or a Libertarian 
or just having fun. He was an im- 
portant politician in the Republi- 
can Party who believed it was his 
destiny to run America. It was 
only after his final try for the 
White House at the age of 85 that 
he was at last persuaded to call off 
his ambitions. 

One of Mr Stassen’s favourite 
remarks was “I tried.” His surviv- 
ing band of loyal followers won- 
dered if it might be possible for 
Mr Stassen to be given some 
honour for trying, in the way that 
Hollywood grants a special Oscar 
toa film personality who seems to 
have been around for ever, but 
has never won anything. But poli- 
tics is a crueller calling. America 
does not care for losers, even fam- 
ous ones. Nothing came of the 
proposal, except an award by 
some jokers to Harold Stassen “for 
political futility”. A newspaper 
cartoon showed his supporters 
meeting in a telephone kiosk. 

Whenever Mr Stassen gave an 
interview, the reporter would 
usually start off by asking if he 
was hurt by jokes about his failed 
campaigns. Being human, as well 
as a politician, of course he was 
hurt. But the politician answered 
the question. He told of being introduced to an audience in Texas. 
The chairman said, “Believe it or not, he is still alive and here he is.” 
Everyone laughed, and Harold Stassen offered the obligatory 
laugh as well. It was clearly no fun being a political curiosity. But 
you had to enjoy it, he said. 

Although Mr Stassen wrote a number of books, among them a 
study of Eisenhower's years as president, he published little of a 
personal nature. Perhaps the idea of documenting the downward 
path of his long life was a mite too distressing. For if ever a person 
seemed from his early years to be marked out tobe president it was 
Harold Stassen. 





The “boy governor” 

He was from Minnesota, the son of a farmer whose father had mi- 
grated from Norway. He was studying law at the local university at 
the age of 16, and at 23 won his first election, to head a county law 
department. At 31 Mr Stassen was elected governor of Minnesota, 
the youngest in any American state. Stories of the gifted “boy gov- 
ernor” reached the national bosses of the Republican Party, and in 
1940 he was invited to give the opening, “keynote”, speech to the 
party’s convention. In the back rooms where political decisions 
were made, smoke-filled in those days, he was seen as the Republi- 


ae 











Harold Stassen, the man who wanted to 
be president, died on March 4th, aged 93 


can to topple the hated Franklin 
Roosevelt. They might have cho- 
sen him there and then as their 
presidential candidate, except 
that he was not yet 35, the mini- 
mum age to be president. 

In the second world war he 
served in the navy. His ship was 
twice hit by enemy fire and Mr 
Stassen returned a bemedalled 
hero to the political stage. Roose- 
velt had died in 1945 while still 
president and had been suc- 
ceeded by Harry Truman, his 
vice-president. Now, in the 1948 
contest, Truman was the Demo- 
cratic candidate, and regarded by 
the Republicans as a pushover. 
Harold Stassen seemed the likely 
choice to do the pushing. But, in 
one of the quirks of politics, the 
Republicans chose the older 
Thomas Dewey who fought a 
lacklustre campaign and, against 
all predictions, lost to Truman. Mr 
Stassen prepared himself for an- 
other try as the next election ap- 
proached, but the Republicans 
found themselves in possession 
of an unbeatable, gilt-edged can- 
didate, Dwight Eisenhower. 

Still, America’s eternal candi- 
date persisted in election after 
election. There remained the 
chance of being picked as a com- 
promise candidate if the front- 
runners were deadlocked. This 
was theoretically possible, except 
that by now Mr Stassen had lost 
most of the appeal he might have 
had as a champion of Republican ideas, and he never came closer 
to the presidency than he had in 1948. 

He was never a conservative and had actually admired Roose- 
velt. He had helped to draft the charter of the United Nations 
which, as the cold war developed, many Americans believed fa- 
voured the Soviet Union. Some Republicans said he would be 
happier with the Democrats. Mr Stassen, always good-natured, 
agreed, but said he had decided to stay with the Republicans in the 
hope of liberalising them. Republican fears about him seemed to 
be confirmed when in 1956 Mr Stassen attacked Richard Nixon, 
then Eisenhower's vice-president. After that many people in the 
party shunned him, he said. 

In his long life Harold Stassen did many useful things. During 
the Eisenhower administration he ran America’s foreign-aid pro- 
gramme. He was in the cabinet as an adviser on disarmament, a 
pretty thankless job at the time, but “working for peace”, he said 
later, was the best job he did. He was president of the University of 
Pennsylvania for seven years, and is remembered as an academic 
reformer. He was a partner in a successful law firm for more than 
30 years and was married for 70 years. He was turning up at politi- 
cal meetings almost to the time of his death. In most ways it was a 
pretty fruitful life. Except that he wanted to be president. 
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CHICAGO GSB 


University of Chicago Graduate School of Business 


Executive 





The University of Chicago Graduate School of Business is home to Nobel laureates, leading economists, 
market theorists, and business experts. Chicago has produced more Nobel Prize winners than any other univer- 
sity. Our faculty members are known for developing and teaching the ideas that will shape business tomorrow. 


This is your opportunity to take their classes, not just read their books. Chicago is now offering high impact 
executive education seminars in Europe, Asia, and North America. 


Call: (312) 464-8732 Fax: (312) 464-8731 
E-mail: exec.ed@gsb.uchicago.edu 
Log on: http://gsb.uchicago.edu/execed 
Write: Executive Education 
= k A University of Chicago Graduate School of Business 
Ye Ù 450 N. Cityfront Plaza Drive Chicago, IL 60611-4316 





FOR MORE INFORMATION ON OUR COURSES, FILL OUT AND FAX THIS FORM TO 1.312.464.8731 





PROGRAMS Barcelona Dates Singapore Dates Fee 





Executive Development © June 10-22, 2001 C Sept. 23-0ct. 5,2001 $9,250 Name Mr OMs. Dr, 
Program: The Transition 
from Functional to 
General Management 




















Title 
Financial Anal sis for © June 18-22, 2001 C September 17-21, 2001 $5,200 
Nonfinancial Managers 
Cee eS ee ee eS eee ee ee eee a Company 
Information Technology © June 26-28, 2001 $2,950 
for Non-IT Managers 
Te eee ae G2 Fl OIE FA EEN OTS ee Ce Address 
Strategic Thinking for © June 26-28, 2001 © October 8-10, 2001 $2,950 
the New Economy 
Enhancing Leadership C July 2-6, 2001 O August 27-31, 2001 $5,200 oy Sa 
Performance: 
The Leader as Teacher 
Sa? Zip Country 
Strategic Sales O July 2-6, 2001 O August 13-17, 2001 $5,200 
Management 
Negotiation and Decision © September 24-28, 2001 $5,200  ‘™ i 
Making Strategies 
E-mail 


http://gsb.uchicago.edu/execed 
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Unleash the potential of e-business for your organisation 





e-business@london.edu 

programmes to be held 
at London Business School 
during 2001: 


E-Business: Strategies 
for the New Economy 
26-28 MARCH 

20-22 JUNE 

E-B2C ~ Marketing in a 
i Digital World 
17 & 18 MAY 

E-B2B ~ Leveraging 


the Internet for 
Effective Operations 


14 & 15 JUNE 








EDUCATION 


Templeton College | University of Oxford 


The Oxford Advanced Management Programme 


17 June ~ 14 July 2001 | 30 September ~ 27 October 2001 
16 June ~ 13 July 2002 | 6 October - 2 November 2002 


Oxford has for generations prepared the world’s 

“Jeaders to harness change to the advantage of 
thelr corporations, their nations and the wider 
world. Globalisation and the technological 
revolution have strategic implications for every 
sector and every industry. The Oxford Advanced 
Management Programme provides a toolkit of 
resources to sustain fast-track careers in a world 
where change is the only constant. 
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and research in 





> EB002 





E-business is having a dramatic impact on industry. The constraints of time are being eliminated, 
the long established rules of doing business are being broken down and revolutionaries are 
setting the pace ~ all under the banner of e-business. 


in order to help organisations understand the challenges of the New Economy and build appropriate 
capabilities, London Business School has developed a portfolio of executive programmes called 
e-business@london.edu. 


* E-Business: Strategies for the New Economy is an introductory programme which helps you understand 
the potential, transformational impact and direction of e-business. 


* E-B2C -~ Marketing in a Digital World examines the impact of new v and emerging media on branding, 
and prepares you for the effect it will have on your brand. 


« E-B2B - Leveraging the Internet for Effective Operations presents you with a comprehensive look at 
how companies are reinventing the supply chain. 


Through learning. by practical example, e-business@london.edu will give you the competence and 
confidence you need to succeed in the New Economy, 


Regent's Park 

London NW1 4SA, UK 
Contact: Adam Norsworthy 
Tel: +44 (0)20 7706 6836 
Fax: +44 (0)20 7724 6051 


London 
Business 


Londan Business School 
exists to advance learning 


School 


transforming futures 


email: e~-business@iondon.edu 


www.london.edu/execed 


business and management 


‘Action is eloquence’ 


William Shakespeare 


For further information, please visit 
www.templeton.oxac.uk/amp, or return to: 
Dorothy Cooke 

Templeton College, 

University of Oxford, 

Oxford OX1 SNY, England 

Tel +44 (0)1865 422771 

Fax +44 (0)1865 422501 

Email amp@templetonoxford.ac.uk 


Campany 


Templeton College | University of Oxford 
www.templeton.ox.ac.uk/amp 
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i T ; City Universi The University for busi 
ty for business 
C TITY Busine hool and the professions 
London 












MSc in Trade, Transport and Finance “Open the door to an 
MSc in Shipping, Trade and Finance international business career” 





















If you are talented, ambitious and diligent, we will provide the 
knowledge and skills for a successful international business 
career. Over 1,000 graduates from more than 75 countries pursue 
high-flying careers in sectors as diverse as banking, finance, 
shipping, stockbroking, transport, trade and many more. 


But success is not easy. Our 14-month full-time courses are 
intensive and demand your total commitment. You will be taught 
by our own academic staff, many with international reputations, 
and also by high calibre practitioners from the City of London. 


Call us for more information and a prospectus on: 
+44 (0)20 7477 8606 

Email: stf@city.ac.uk 
www.business.city.ac.uk/stf 
Our next information sessions: 
4 May 2001 

8 June 2001 


































Exe cutive D O cto r The Executive Doctor of Management (EDM) 


Program in the Weatherhead School of Management 
Wi, at Case Western Reserve University is different 
A an age men t from any PhD in Management program. 
the doctorate for 
practicing executives 


THE EDM: 





Executive Doctor of Management Program 
Weatherhead School of Management 
» Is designed exclusively for leaders in the for-profit and nonprofit sectors. Case Western Reserve University 


» Enhances one’s. contributions to organizations and society. k 10900 Euclid Avenue 
Cleveland, OH 44106-7235 USA 
» Builds on management knowledge through an interdisciplinary curriculum. 


» May be completed in de years \ while working full-time. 





o> Develops a global perspective on economic, social and political issues. Telephone: 216/368-1943 


> Integrates theory and practice. Fax: 216/368-4776 
> Sedivercd ” distinguished faculty. E-mail: san2@po.cwru.edu 


EDM admisso criteria include a Master's degree, at least ten years of - http://weatherhead.cwru.edu/edm 


“senior managëment experience, and a commitment to development of self, 


organizations and society. Periodic on-campus residencies are required. 


Please contactus for more information. 


Case Western Reserve University admits students of any race, religion, age, sex, 
color, disability, sexual orientation, and national or ethnic origin, 
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Twelve intensive months for a 


à í profound understanding of 
"| F L marketing and finance. That's the 
Master of International Economics 

and Management at Milan's Bocconi 

H IGH E R School of Management. It's a highly 
e successful interdisciplinary course 

| offering key specialisations in 
F International Finance and industry 

Analysis and Marketing. Just some 

of the reasons why MIEM attracts 

students from 30 countries all over 

the world. So, if you too want 


to fly higher, download our 
brochure and application form. 


MIEM 
Master of 


International Economics 
and Management 








international Finance 
industry Analysis and Marketing 





i : EN 
MIEM - SDA BOCCONI - UCI Yia Balilla. 18 jan ; zl 


A E E A 





| Untie your management skills 


| The one-year full-time executive MBA programme otterca by the vie nt School sh 
í your managemer ilis. The know-how embedded in the academie traditions of Leuven and G i d r input of tt 
Flemish business ¢ 3 5 oing business alw 3 an international ct 


Do you want to find out more about Vierick? Come and see us at one of 
the MBA fairs, browse through our website, or call, write or mail us. 


Vierick Leuven Gent Management School, Bellevue 6, 9050 Gent, Belgium 
T +32 9 2109899 e F +32 9 2109706 » E-mail: info@vlerick.com 
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Want to study for an 
MBA degree in the UK? 


Search, compare and apply online for the right MBA course 


in the UK. Hundreds of courses plus information on fees, financial 





assistance, accommodation, entry requirements and student visas. o T 
All this for free www.studychoice.com 
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As a European leader in education and research, Maastricht University 
is famous for its unique small-scale and self-motivating approach 

to teaching (problem-based learning) and its high level of 
internationalisation. In the national education surveys, 

Maastricht is consistently listed in the top ranks. 













The Faculty of Economics and Business Administration has developed a 
part-time Executive MBA Program which reflects two important aspects 
of the current business climate: Globalization of Markets and Electronic 
Business and Commmerce. The Maastricht Executive MBA Program aims 
to prepare managers for future success in-a rapidly evolving and highly 
competitive global business environment where continued innovation is 
crucial to productivity and growth. 















The Maastricht Executive MBA Program curriculum consists of three 
tracks: General Management, Financial Management and E-Commerce 
and Marketing. The program is designed to be completed in 24 months 
and lectures and classes are conveniently paced and are conducted each 
week on Fridays and Saturdays. Our MBA exchange program with a 
leading US business school adds considerable value to the curriculum, 











For more information, please visit our website: www.mba.unimaas.nl, 
or contact Dr. Charles Pahud de Mortanges (c.pahud@mw.unimaas.n)), 
or Prof. Dr. Willem Verschoor (w.verschoor@berfin.unimaas.n}) 


Universiteit Maastricht 
Faculty of Economics and Business Administration 
Executive MBA Program Office 

P.O. Box 616, 6200 MDMaastricht, The Netherlands 
Tel: +31-(0)43-388 3220, Fax: +31-(0)43-388 4970 





Infrastructure in a 
Market Economy 

















July 15-27, 2001 


Infrastructure in a Market Economy is designed for officials in 
the public or private sector who are responsible for developing and 
implementing initiatives for the private provision of infrastructure. 
The program aims to develop a better understanding of whether to 
privatize; when privatized firms need to be regulated; the various 
methods for doing so, such as concession contracts or price cap 
regulation; and vehicles for financing infrastructure, The program 
provides participants with practical tools to: 









e Analyze economic ond political implications of relying on 
private firms to provide infrastructure 

+ Manage the technical issues that shape privatization strategies 

o Design effective regulatory agencies to oversee the performance 
of privately-provided infrastructure 










For brochure and application, please contact: 
Kathy Eckroad (617) 495-1101, ext.182 
e-mail: kathy_eckroad@harvard.edu 
internet: www.execprog.org 


HARVARD UNIVERSITY 


JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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International 
MBA in Paris 





Entirely in English, our 12-month full-time MBA is an unusually 


multicultural experience, with over 20 nationalities on the student body. 
Designed for experienced participants, it combines core courses in Paris 
with a wide range of electives and international seminars. 
AMBA and EQUIS accredited. 


ESCP-EAP MBAs lead to senior positions worldwide: join the network 


of 19,000 ESCP-E 





graduates working in 65 countries. 


Next Session - January 2002 


www.escp-eap.net 


Contact MBA Admi 


ssions: mba @ esep-eap.net - +33 1 4923 2759 


79 avenue de la République - 7301} Paris 





For more information: 
Solvay 

Business School 
Université Libre 

de Bruxelles 

Av. F D Roosevelt, 21 
CP. 145/1 

B 1030 Brussels, 
Belgium 

Tel: +32 2 650 41 83 
Fax: +32 2 650 41 99 
e-mail: mba@ulb.ac be 


yww.ulb. 








SOLVAY 
BUSINESS 
S1013 (610) 


in Université Libre de Bruxelle 
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Situated in the heart of Europe, Solvay 
Business School has been synonymous 


with excellence in business education 
for over a century. 


In an intensive one-year programme 
in English, the Master of Business 
Administration provides training in 
international management skills using 
hands-on curriculum. 


Students may customise their 










a 


programme and specialise in European 


Management. 


Courses, in English, are given by a truly 


international faculty. 


ac. be/soco/solvay/mbé 
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Princeton UNIVERSITY E E e Ta Deute ional Executiv N 
Woodrow Wilson School of Public and International Affairs : John Deutsch ee tive Programs 


in collaboration with the World Bank-World Bank Institute and Private Sector Advisory Services Wee aoe : 
une 4 ~ UTY O, 2 . 
Privatization, Regulatory Reform & Corporate Governance i . . ; : 
June 25.~ July 13, 2001 Princeton, New Jersey, USA Program on Investment Appraisal and Risk Analysis.. 


Director, Eytan Sheshinski Directed by Professor Glen P. Jenkins 
* The Record on Performance and Reform of + Labor and Privatization Institute Fellow Bmeritus, Harvard University 








State-Owned Enterprises * Methods of Privatization: Auctions, Share Over 2000 Distinguished Alumni Worldwide 
+ The Rationale for and Problems of Public Flotation, Concessions and Strategic Investors n . 4 E i R : sa a r 
Ownership * Mass Privatization in Transition Eoonomies Financial Modeling, Financial Analysis, Project Finance, Contracting, 
+ Privatization of Natural Monopolies: Theory + Recent Privatizations: Data and Conclusions Risk Analysis, Economic and Stakeholder Analysis 
and Evidence + Post Privatization Co G i : 
rporate Governance antaet: tee erp 4 
+ Regulation: Structure and Methods E seai Case Studies CTelecoretounications: Contact: Director, JDInternational 


Queen's University, Kingston. Ontario, Canada KIL ING 
Tel: +1 613 533 6556 Fax: +1 613 533 6895 
Email: director @ queensjdiexec.com 


+ Deregulation and Competition Policy ‘Transportation, Utilities) 
Workshop includes working trips ta Washington, DC (World Bank) and a Wall Street Investment Bank 


Lecturers in previous workshops (held at HIID, Harvard University) include: Kenneth Arrow, 


3 For this and other programs visit www. gueensjdiexec-com 
Wiliam Baumol, Eduardo Engel, Paul Krugman, Joseph Stiglitz and Lawrence Summers 
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Email, refomp Postgraduate Studies 


Zentrum für Europäische Integrationsforschung Rheinische Friedrich- 
Wilhelms-Universität Bonn 


Cova awe Postgraduate Studies 


cue. of London in Economics “Master of European Studies” 


2001/2002 


A course making you familiar with the development and perspectives of 
European integration, Main topics are: the history of European 
Integration; the institutional system in the EU; EU law; foreign policy, and 
international economic relations. 





Royal Holloway is a College of the University of London. 
Unlike other top research departments of Economics, we limit 
postgraduate numbers to 15-20 to ensure that students gain 
personal attention from academic staff. Another unique feature is 
our new state-of-the-art experimental laboratory. We also have 
particular strengths in politics and economics, environment, 
labour, industry, growth and development and economic theory. 
We will be offering teaching fellowships at both the MSc and 
MPhil/PhD levels for 2001-02. 


* MSc Economics 
* MSc Financial & Industrial Economics 
« MSc Political Economy 

« MPhil Research degree 

¢ PhD Research degree 

Enquiries to the Postgraduate Secretary, 
Department of Economics, 

Royal Holloway, University of London, 
Egham, Surrey, TW20 0EX 

E-mail: pgecon@ rhuLac.uk 
www.rhul.ac.uk/economics/ 


Taught mainly in English by an international faculty, the program 
prepares for careers in European business, politics or administration. 


Duration: 15 October 2001 - 31 May 2002, followed by a 2-3 months 
internship. 


Applicants must principally hold a German or foreign University degree 
in Political Science, Economics, or Law. 


Tuition fees: DM 10,000. Several Scholarships available, Participants 
will be selected by 31 May 2001. 


For more Information: 


PD Or. Stefan Frohlich ZE1, Walter-Flex-Str. 3, 53113 Bonn, Germany 
Tel: +449/228/73 1899 Fax: ++49/228/73. 1791 

E-mail: st.froehlich @ uni-bonn.de 

Internet: www.zel.de 


Applications must be submitted by 15 April 2001 








THE UNIVERSITY OF 


OXFORD MBA 


UUSINE 
SCHOOL 








The one-year MBA at the University of Oxford integrates a dynamic and entrepreneurial business school with the intellectual 
vibrancy and collegiate structure of one of the world’s most respected universities. The result is an intense, life-shaping 
experience and we expect our graduates to make their mark on the world just as generations of Oxford graduates have done 
before them. To find out more, visit www.sbs.ox.ac.uk or call +44 (0) 1865 224371 


THE BUSINESS SCHOOL OF THE UNIVERSITY OF OXFORD 
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ADULTS, EARN YOUR 
DEGREE AT HOME IN 
JUST ONE YEAR! 


low tuition-Bachelor, Master, Ph.D 
in most fields - No exams, no classes- 
A WIU Instructor will help with your 
studies. Students in 112 countries 
and 36 states. No cost catalog send 
postal address: Student Comm. Ctr. 
144 Ivy Lane, King of Prussia, PA 
19406 - USA, 

FAX: 610 205 0960, 

E-MAIL: admissions@washint.edu 
WEB SITE: www.washint.edu 





LEARN GLOBALLY. STUDY LOCALLY. 


THE GLOBAL MASTER OF ARTS PROGRAM (GMAP) 


Are you an experienced intema- 
tional affairs professional who 
wants to further your education 
without taking a year off? if so, 
consider the GMAPoffered by The 
Fletcher School at Tufts University. 
This one-of-a-kind, one-year master’s 
program in international relations 
combines three (3) two-week resi- 
dency sessions with 33 weeks of 


computer-mediated instruction. 


THE GMAP INTERNATIONAL CURRICULUM INCLUDES: 
Crisis Management & Complex Emergencies © International Finance 
International Business & Economic Law e 

international Negotiation © International Technology Policy 
International Trade Economics & investment 
Transnational Social Issues 


TEL: 617-627-2429 WEB: www. fletcher.tufts.edu 
E-MAIL: fletcher-gmap@tufts.edu 


Loe 
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BRADFORD 


NIMBAS 


The Associate Institute of the 


University of Bradford 














Recognized as the world’s most flexible Distance 
Leaming MBA or DBA/Ph.D. No bachelors degres 
required for the MBA (or Master's for DBA) if you have 
significant work experience. No time limits, minimum 
or maximum. MBA usually takes one year, DBA two, 
Transfer students weicome. No required COURSES 
You will not have to study material you already know or 
do not need. No exams, instead you write papers. 
Learn from successful business leaders/authors 
many are millionaires). Faculty members wanted 
ushmore University, Dakota Dunes, SO USA / 805- 
232-6037 ec@rushmore.edu www.distancemba.com 









S. ass 
NO COST svilsseen Sead N ESUE. 
$400 UPTOWN BLVD NE + SUITE 398-W 
Dopt.34 ' ALBUQ., NM S7110°USA 
M@centuryuniversity.edu 
1-800- 





Administration (D 
Modular programme 
and Germany 







COMPUTATIONAL 
FINANCE 


apply now for Fall 2001! 
www.cse.ogi.edu/CompFin/ 





‘Financial Times survey 24/01/00 The University of Brad 


MBAS Graduate School of Management 


ISMA 
CENTRE 


AS a GMAP student, you perform 
your professional duties while 
pursuing your education. You work 
closely with our highly respected 
faculty and receive a top quality 
Fletcher education. Plus, you become 
part of our active and influential 
international community. Classes 
begin July 2001. Contact us today 
to learn more about this chalteng- 
ing program, 


Leadership & Management 


PO Box 242 - Reading RGG GBA: UK 
Tel: +44: (0)118-931:8239 
Fax: 444 (0)118°931 4741 

dinin@i ; ; 


























THE UNIVERSITY 


OF 
GRONINGEN 


Postdoc positions 


RESEARCH SCHOOL 
SYSTEMS, 
ORGANIZATION 

& MANAGEMENT 





in Management & Organisation, Economics and Spatial Sciences 


SOM (Systems, Organisation and Management) is the joint graduate school and research institute of the faculties of Management & Organisation, 
Economics and Spatial Sciences at the University of Groningen, SOM was founded.in 1993 and obtained KNAW-recognition in 1998. At the end of 
2000 the University Board granted SOM a subsidy of 2 million guilders as part of the so-called ‘breedtestrategie’ for 8 postdoc positions. 


The following postdoc positions are offered (a brief description of these and other projects is available on internet as http://som.rug.nl). 


1. Entrepreneurial knowledge, organisational change and ICT 
2. The sources of innovation in services; reconciling the 


macroeconomic and firm-level evidence 


3. The customer concept and its impact on market structure 


1. Vacancy number 201039 
Title: Entrepreneurial knowledge, organisa- 
tional change and ICT. 





Requirements 
Management scientist sociologist, (social) 
psychologist, economist 


Information 

Prof. Dr. R.J. Jorna, phone +31 50 3633625, 
e-mail<r.j.j.mjorna@ bdk.rug.nl> or Prof. Dr. 
A. van Witteloosruijn phone +31 50 3637193, 
e-mail <a. van.witteloosruijn @eco.rug.nl> 


2. Vacancy number 201041 

Title: The sources of innovation in services: 
reconciling the macroeconomics and firm- 
level evidence 


Requirements 

The candidate should have a proven interest in 
empirical growth issues and have a 
specialisation in one or more of the following 
fields: industrial organisation, econometrics, 
growth theory and growth accounting, 
technological change. A strong interest in and 
experience with empirical research is very 
important. The candidate must have 
completed all requirements for a Ph.D. before 
commencing research fellowship. A full 
mastering of Dutch is not necessary, but the 
candidate must be willing to enhance his or 
her reading ability in Dutch. 


Information 
Prof. Dr B. van Ark, phone +31 50 3633674, 
e-mail<h.h.van.ark @eco.rug.nl> 


Conditions 


4. Management of high-tech co-operative relationships 
5. Demographic variables in marketing research; conceptual and modelling issues 


6. The dynamics-of interfirm relationships in a changing world 


on firm performance. 


3. Vacancy n er 201042 
Title: The customer concept and its impact on 
market structure 


Requirements 

-~ expertise in empirical quantitative research 

- substantial knowledge of recent 
developments in marketing 

Recommended; 

- background in econometrics or quantitative 
economics 


Information 
Prof. Dr. J.C. Hoeksera, phone +31 50 
3633651, e-mail<j.c hoeksera@eco,rug.nl> 


4. Vacancy number 201043 
Title: Management of high-tech. co-operative 
relationships. 


Requirements 

Ph.D. in business or managerial economics 
with a special interest for network research 
(e.g. alliances, transaction cost economics, 
social capital theory). 


Information 

Dr. Th. J.B.M. Postma, phone. +31 50 
3634005. e-mail<t.j.b.m postma@bdk.rug.nl> 
or Prof. Dr. DJ. Kamann, phone +31 50 
3633373 e-mail<d.j.f.kamann @bdk.rug.nl> 


5. Vacancy number 201044 
Title: Demographic variables in marketing 
research: conceptual and modelling issues. 


Requirements 

Ph.D. preferably in economics or demography, 
with experience in life history (life cycle) 
modelling. Eager and able to work in a 
multidisciplinary team. 


7. Empirical investigation of concurrent engineering practices and their impact 


Information 

Prof. Dr. F.J. Willekens, phone +31 50 3633907 
e-mail<f,j.willekens@frw.rug.nl> or Prof. Dr. 
M. Wedel, e-mail <m.wedel @umich.edu> 


6. Vacancy number 201045 
Title: The dynamics of interfirm relationships 
in a changing world. 


Requirements 

Ph.D. in economics or Business Administration. 
A clear interest in the topic should preferably 
follow from the candidate's list of publications. 


Information 
Prof. Dr Mr. C. J. Jepma, phone +31 50 
3633710, e-mail<c.j.jepma@eco.rug.nl> 


7. Vacancy number 201046 

Title: Empirical investigation of concurrent 
engineering practices and their impact of firm 
performance 


Requirements 

The candidate should have finished a Ph.D. 
project in technical or organisational studies. 
A technically educated candidates should have 
interest in managerial and organisational 
issues, An organisationally educated candidate 
should be interested in technical aspects. 
Experience and knowledge in the field of 
Concurrent Engineering is appreciated. 


Information 
Dr. Ir. J. Slomp, phone +31 50 3637086/+31 
50 363 7491, e-mail<j.slomp@bdk.rug.nl> 


The positions are offered for 2 years. The salary is according to university standards from Dfl 4.348,- to maximum Dfl 8.044,- 


Applications 


Applications in the form of a letter, in Dutch or English and including a curriculum vitae, should be sent to the Head of the Personne] Department. 
University of Groningen, P.O. Box 72, 9700 AB Groningen, The Netherlands. 


Please make the envelope in the upper left hand corner with the vacancy number. The closing date for applications is March 23, 2001. 
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EUROPEAN AGENCY FOR RECONSTRUCTION 


The European Agency for Reconstruction with its Headquarters in “Thessaloniki and Operational Centres in Belgrade, Pristina and Montenegro is the 
implementing body for reconstruction programmes funded by the European Union in the Federal Republic of Yugoslavia. 


We are looking for experts (Temporary Agents), who. 

* must have the citizenship of one of the Member States of the European Union, 

* are fluent in written and spoken English, 

* — preferably have some experience in working in the Balkans and/or post-conflict or transition situations, 
and to whom we offer an 18-months contract (with the possibility of renewal) and a competitive salary. 


1) PROJECT MONITOR (Ref No: PRI 006/AT) 


Tasks: We are looking for a suitable candidate to join, the Monitoring Unit working in our Operations Division. in Pristina. S/he will monitor the 
implementation of projects managed by the Agency under the EC's assistance package for Kosovo, S/he will also-be responsible for signalling early warning of 
potential problems to allow adjustments to be: made with minimal disruption. and will be required to work: as part of a wider multidisciplinary team. 


Specific tasks will include: 

* — Keeping track of project progress through examining reports and field visits 

© Assessing project progress and implementation 

© Identifying the links between project objectives, outputs and activities 

* Recommending improvement/reinforcement to ensure that solutions to problems already encountered are included in guidelines and procedures 
e — Participation in committees evaluating the technical and financial components of tenders 

¢ Reviewing project. terms of reference, scope of works, financial proposals, e.t.c. 

+ — Reviewing of strategy papers with particular attention to cross cutting issues 

* Producing reports across the spectrum froni field visits to final closure 


Job Profile: see general introduction. Furthermore, applicants need to be team players who are able to work quickly against often tight time constraints. They 
will also need to be flexible and prepared to work in sometimes difficult conditions. 


Other specific requirements are: 

* Preferably university educated 

* Minimuny of five years experience in overseas project management particularly in public utilities 

° Knowledge of Albanian would be.an advantage 

*. Knowledge of procurement rules and procedures (knowledge of EC rules would be an advantage). 


2) PROGRAMME DIVISION POST (Ref. No: PRI 007/AT) 


Tasks: We are looking for an expert to work in our Programming and Co-ordination Division. S/he will be based in our office in Pristina and help to prepare 
the strategy papers and the programmes for the very substantial package of reconstruction assistance for Kosovo. S/he will also be responsible for co-ordination 
with other donors on the ground. 


“Specific tasks will include: 
* . Helping to identify the criteria and key-areas of need for reconstruction and transition assistance in Kosovo 
* Discussions with officials of the beneficiary authorities and other donors 
* Assisting in the drafting of strategy papers 
* Setting programming guidelines for sector specifie task managers 
e _ Assisting task managers in drafting programme proposals, including advice /assistance on the use of realistic benchmaking, risk analysis, log frames, ete, 
* Editorial responsibility for the overall shape and content of programme proposals 
* Liaising with officials in the European Commission on the presentation of the programme proposals and thelr passage through the various 
approval procedures 
* Regular contact with other major donors and with representatives on EU Member States 
* Drafting frequent and varied reports and briefing notes 


Job Profile:sce general introduction. Furthermore, applicants must have experience of planning and managing multi-sector international assistance programmes. 
They should be able to think laterally and have an ability to prioritise and identify comparative advantages. 


Applicants need to be team players with good inter personal and negotiating skills. It is also important that they are able to work quickly against tight time 
constraints and be very adaptable and flexible in their approach. They will also need to be prepared to work in sometimes difficult conditions. 


Applications including a detailed Curriculum Vitae and indicating the respective reference number should be sent by e-mail only and in English only to: 
admn@ear.eu.int. 
The Agency is an equal opportunity employer and encourages applications from women. 
Applicants will be short-listed on the basis of their CVs and these will be invited for an interview, 


Deadline for the submission. of applications: 25 March 2001 
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Economists 


Use economics to influence policy 


We are looking for experienced economists to join the Bank’s 
Monetary Analysis (MA) area. As MA's key role is supporting the 
Monetary Policy Committee (MPC), this offers a unique 
opportunity to apply your economies/finance skills to practical 
issues and to influence monetary policy. 


An ideal candidate would have an MSc or PhD in economics or 


Bank of England 


¢ Financial markets analysis: analyse the macroeconomic 
information in financial market prices and brief the MPC on its 
implications for monetary policy. 


Interested? Detailed job descriptions and how to apply are 
on our website www.bankofengland.co.uk/jobs. 


finance and at least two years’ work experience in relevant academic 
or policy work. You should also have strong presentation skills and 
enjoy working in a team. Our current vacancies, all of which offer 
a mix of policy analysis and research, are in the following teams: 


Salary will be commensurate with experience 
and we also offer a flexible benefits package. 
Closing date for applications is 


* Macroeconomic forecasting: join the small team responsible 30 March:2001; 


for working with the MPC to produce their inflation forecast. 

¢ Microeconometric modelling in the supply-side team: analyse 
the input, output and pricing decisions of firms and advise the 
MPC on the implications of this behaviour for monetary policy. 


The Bank is an equal 
opportunities employer. 





A career in the heart of Europe 





The EIB, the financial institution of the European Union, is currently seeking for its Translation Division in Luxembourg a (m/f) 


Senior Translator/Revisor English mother tongue 


a Translation Division, within the Corporate Affairs Department, is principally responsible for translating the Bank's official documents into the 
EU languages. 
Duties: © Translation and revision of texts, chiefly from French, but also from other EU languages, into English - predominantly reports on 
financing proposals and briefing notes for submission to the Board of Directors, papers to the Board of Governors and texts for publication. 
e Revision of documents drafted in English and proof-reading. 
Qualifications: Ħ University qualification: either in economics or a related subject, with a very good command of the languages specified; or 
in translation, with extensive kno e of economics and finance. © At least five years' professional experience of translation/revision, 
preferably acquired in an international institution or a bank. © Perfect command of the English language, faultless English style and ability to 
master the finest nuances of the original foreign-language texts. * Excellent command of French. Knowledge of other European Union languages 
would be highly desirable. ¢ Familiarity with computing tools, notably WORD and EXCEL. Interest in applying computer-aided translation tools. 
Skills: * Team player. © Stress resistant and prepared to work overtime. © Flexible approach. 
Applicants must be nationals of a Member State of the European Union. The EIB offers attractive terms of employment and 
remuneration with a wide range of benefits. The EIB is an Equal Opportunities Employer. 
Applications should include a cover letter quoting the relevant reference number and a curriculum vitae in English or French, 
together with a recent photograph, and be sent to: 

EUROPEAN INVESTMENT BANK, Staffing Division, Ref.: SGO1ECOO1 

L-2950 LUXEMBOURG. Fax: + 352 4379 2545. E-mail: jobs@eib.org 


Applications will be treated in the strictest confidence and will not be returned. Personal data are protected by Community Regulation. 
For further particulars about the EIB, its remits and how it operates, visit the EIB’s website: http://www.eib.org 
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SEE UNIVERSITY AT TETOVO PROJECT 








Call for Expression of Interest 


‘On 1 October 2001, the “SEE University at Tetovo" (Republic of 
Macedonia) plans to admit its first students. The SEE University 
project is sponsored by the OSCE High Commissioner on 
National Minorities, OSCE member States and the European 
Commission. “The SEE University at Tetovo", while being com- 
mitted to the Albanian culture, language and population, will 
define itself in a broad international perspective and in a multilin- 
gual approach to teaching and research. 


Disciplines covered will include Law, Business Administration, 
Public Administration, Communications Sciences and Techno- 
logies, as well as Teacher Training in the humanities group of 
subjects, It will also include regular academic and professional 
skills training programs in foreign languages {in particular 
English) and computer applications. 


This call for expressions of interest is addressed at Academics 
and Academic Administrators who are willing to achieve excel- 
lence in a far-reaching and innovative project addressing a core 
European concern. Individuals interested should meet the follow- 
ing criteria: , 


Academics (full-time/part-time) 

+ completed formal academic training inthe above. subject range 

e previous employment in university teaching positions 

© international experience in academic education and research 

è language skills in Albanian, Macedonian, English. Other major 
European languages desirable 





Academic Administrators (full-time/part-time) 

* Previous experience in assuming responsibility as a staff mem- 
ber within an academic setting for administrative functions 

e language skills in Albanian, Macedonian, English 

è computer literacy 


Compensation and. status will take account of academic accom- 
plishment and regional practice. 


Further information: www.see-university.com 


Expressions of interest including CV and academic record should 

be submitted to SEE University Foundation in one of the follow- 

ing ways: 

e either via e-mail using the form provided at 
www.see-university.com, or 

e via mail: please send complete documentations in separate 
envelopes to each of the following addresses: 

- SEE University Foundation, c/o May-Group Inc., attn. Mr. 
Philipp Eisenring, Sonneggstrasse 84, CH-8006 Zurich, 
Switzerland and 

- SEE University at Tetovo Foundation, attn, Mr. Bujar Sehu, 
llindenska no. 18/a, 1200 Tetovo, Republic of Macedonia. 


Expressions of interest in English received before April 15 2001 
will receive replies in due course. 





ETHIOPIAN ROADS AUTHORITY (ERA) 


ERA seeks the following Technical. Advisors to assist with the implementation of the Ethiopian Road Sector Development Programme (RSDP) 





rnin 


RURAL ROADS COORDINATOR /CIVIL ENGINEER 
Duties and Responsibilities The Co-ordinator will advise ERA and the 
Roads Organisations of the 8 (Ethiopian) Regional Governments in the 
administration and management of the rural road network, including: 
¢ ~~ Formulation of an Institutional Capacity Building. Programme; 
* Strengthening of the institutional capacity of the Regional Roads 
Organisations; 
* Development and co-ordination of the Rural Travel and Transport 
Programme; 
* Preparation of information systems/data bases. 
Qualifications and experience: 
e University degree in Civil Engineering, or a related field; 
* 15 years professional experience, 10 years in- the road sector; 
* Programme and project management experience; 
« Experience in administering donor funded projects; 
B 5 years experience in developing countries. 








aka 


TRANSPORT ECONOMIST 
Duties and Responsibilities The Transport Economist will provide technical 
support and advice to the Manager of the Planning and Programming 
Division of ERA, including: 
e Updating the federal road network master plan; 
* Integrating the Pavement Management System (PMS) in RSDP 
planning; 
Investigating possible long-term road financing schemes; 
improving traffic data processing and forecasting: 
Compiling regional road network master plans; 
Updating the RSDP and the RSDP Maintenance Action Plan (MAP). 
ualifications and experience: 
University degree in Transport Planning or Economics; 
15 years professional experience, 10 years in the road sector; 
In-depth knowledge of HOM Ill; 
5 years experience in developing countries, 


este perere 








J 


Recruitment procedure: Open invitation for expressions of interest, The expressions of interest should contain the applicant's Curriculum Vitae, present and 
permanent address, telephone and fax numbers, e-mail address, details of the applicant's motivation for applying for the position and other information that 
“the applicant considers appropriate including when, he/she is available to assume duties. tt should also include details (including contact addresses and 
telephone numbers) of at least 3 references. Complete Terms of Reference for the positions and a model for the presentation of the Curriculum Vitae may be 
obtained from the authorities shown below upon request. A short list of applicants will be called for interview to Addis Ababa. The final date for receipt of 
expressions is 26 March 2001. tt is expected that the selected candidates will take up their posts in July 2001. Appointments will be for 3 years duration. 





Addresses: Expressions of interest may be submitted by e-mail or fax 
(a reconfirmation copy should also be submitted by registered mail) to: 


Copies of the expressions of interest should be sent to: 





The General Manager 

Ethiopian Roads Authority 

PO Box 1770, Addis Ababa, Ethiopia 

Tel. +251 1 15 66 03; Fax: +2514 1 51 48 66/51 76 14 

E-mail era2@telecom.net.et and promdrummond@telecom.net.et 


Head of Delegation 

Delegation of the European Commission to Ethiopia 
PO Box 5570, Addis Ababa, Ethiopia 

Tel: +251 161 25 11; Fax: +251 161 28 77 

E-mail: european.union@telecom.net.et 





These posts are being funded by the European Commission through its National indicative Programme for Ethiopia and applicants must be citizens of Member 
States of the European Union or ACP States which are signatories to the Lome IV Convention (7" EDF). 
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UNIVERSITY OF ZURICH 


Faculty of Economics, Business 
Administration and Information Technology 
Raemistrasse 71 

CH-8006 Zurich/Switzerland 

Phone: +41 1 634 23 14, 
http:/Awww.oec.unizh.ch 





The Faculty of Economics, Business Administration and 
Information Technology of the University of Zurich will have 
two professorial positions open in the fall of 2001: 


Professor for Principles of 
Business Administration and 
Theories of the Firm 


You will have responsibilities at both the undergraduate and 
graduate levels, as well as in the new Executive MBA 
Program. In addition, you will be in charge of co-ordinating 
the undergraduate levels in Business Administration. 


You have a suitable academic qualification, including an 
excellent track record in research and teaching according to 
your individual level of seniority. You are familiar with the 
various research programs in business administration and are 
able to get a lively dialogue going and encourage competition 
between them. In your future activities, you will be concerned 
with both the basic principles of business administration and 
their wide-ranging applications to current business issues. 


Professor of Business 
Administration for Empirical 
Methodology with Emphasis on 
Employee Relations and Work 
Organization 


You have an excellent academic and teaching record in 
methods of empirical social research (preferably including 
qualitative methods), especially in the areas of industrial 
relations and organization within the firm and between firms. 
You are also very interested in new developments in these 
areas (e.g. teleworking, virtual organization, networks) with a 
view to integrating economic and psychological aspects. You 
will participate actively in teaching at both the 
undergraduate and graduate levels, as well as in our new 
Executive MBA Program. 


We are strongly research-oriented interdisciplinary faculty, 
committed to introducing new theoretical and empirical 
approaches in the social sciences into teaching and research. 
We are in the process of creating new majors in “Finance” 
and “Management & Economics”. The University of Zurich 
is for equal opportunities, so we would explicitly encourage 
women to apply. 


Please submit your application before 20 April 2001, stating 
for which professorship you are applying to the Dean of the 
Faculty of Economics, Business Administration and 
Information Technology of the University of Zurich, Prof. 
Peter Stucci, Ramistrasse 71, CH-8006, Zurich, Switzerland. 


You will find more detailed information under 
http:/ /www.oec.unizh.ch 





ASSISTANT PROJECT MANAGER 
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-Ņ Senior Energy-Environment 


Sp) Economist/ Power Planner 
a beg 


The International Atomic Energy Agency, an independent inter- 
governmental, science and technology-based organization in. the United 
Nations. family seeks a Senior Energy-Environment Economist/Power 
Planner for its Planning and Economic Studies Section. He/she will (1) assist 
Member States in the design and evaluation of their domestic energy 
development strategies, and (ii) advise Member States interested in the use 
of nuclear power on this technology's role for sustainable energy 
development. 

Education and experience required: Advanced university degree in energy- 
economics, environmental science or nuclear engineering with specialization 
in sustainable development issues. 15 years experience in national energy 
system planning, preferably with emphasis on  energy-economy- 
environment interaction and nuclear power. Previous involvement in 
activities related to Agenda 21, the Intergovernmental Panel on Climate 
Change (IPCC) or the UN Convention on Climate Change (UNFCCC) 
would be desirable. 

Knowledge, skills and abilities required: Ability to conduct relations with 
the United Nations and Member States in energy and nuclear power related 
matters and to represent the interests of the Agency in a diplomatic. manner, 
Excellent communication skills and computer literacy. Excellent command 
of written and spoken English. 

Salaries and benefits: Initial contract of 3 years with total annual tax-free 
emoluments of Austrian schillings 888,974 (single rate), including net base 
salary and post adjustment, after deduction of contributions to United 
Nations Joint Staff Pension Fund. Additional allowances for dependants, 
travel. and removal expenses; assignment and repatriation grants. 6 weeks 
annual leave. Appointment subject to satisfactory medical report. 


Applicants should send their curriculum vitae before 28 May 2001, quoting 
the vacancy notice no. 2001/008 to: Division of Personnel - International 
Atomic Energy Agency - Wagramerstrasse 5 - P.O. Box 100 - A-1400 
Vienna-Austria. (see details on http: /,/www.iaca.org /worldatom/Jobs). 








The Common Fund for Commodities is an intergovernmental 
institution which finances commodity development projects on a 
worldwide basis. The Fund wishes to recruit a highly qualified 
Assistant Project Manager. He/she would be responsible mainly for 
the following tasks: 


Project development, 

Project appraisal, 

Project implementation and monitoring, 
Project evaluation. 


ee. è è 


Qualifications/experience: University degree in economics, 
agriculture, development or related fields; several years of 
professional experience in the activities listed above; computer skills; 
excellent command of English, working knowledge of other United 
Nations official languages an advantage; capacity to work in an 
international and inter-cultural team. 


Salary and benefits: The Common Fund offers a competitive tax-free 
salary based on the United Nations scales for professional staff, 30 
days annual leave and applicable allowances. The appointment will 
initially be on the P2 level and on a two-year renewable contract. 


Applications in English, including Curriculum Vitae, should be 
received not later than 6 April 2001. Only short-listed candidates will 
be contacted. Applications should be sent to: 


The Head of Personnel, 
Common Fund for Commodities, P.O. Box 74656, 
1070 BR Amsterdam, The Netherlands 


Fax: (31 20) 676 0231 
Website - http:/Avww.common-fund.org 
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JOB HUNTING INTERNATIONALLY? 


Executive $75K-S00K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1202 4781698 — cpamerica@careerpath.co.uk 
Europe +44 20 75048280 — cpeurope@ecareerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia@bkk. loxinfo.co.th 












Visiting Faculty Positions 
Business and Technology Management 


Stony Brook University is seeking applicants for several visiting faculty posi- 
tions in its W. Averell Harriman School for Management arid Policy. The rank 
is open and a period of appointment of more than one year may be consid- 
ered. Shorter-term appointments for faculty on sabbatical or other kinds of 
leave may also be possible. 


Applications are welcomed from suitably qualified candidates in: 

* technology and innovation management 

* marketing; management information systems; accounting; finance; interna- 
tional business; strategic management; and intellectual property management. 


Stony Brook University is an internationally oriented research university 
located on the north shore of Long Island, about'40 miles from’ New York City. 
Stony Brook was recently selected as a national leadership institution by the 
Association of American Colleges and Universities for its visionary campus 
wide innovations in higher education. 


For more information and for details on how to S | QAN Y 
apply visit the University's web site at: 
http:/Avww,stonybrook.edu/harriman/home.htm BR@ $ ! < 
AMEQE À 


STATE UNIVERSITY OF NEW YORK 








University of Southampton 






. Ki f 
Vice-Chancellor 
The University of Southampton is seeking to appoint a new 
Vice-Chancellor from | October 2001, following the appointment of 
Professor Sir Howard Newby as Chief Executive of HEFCE. With 
20,000 students and a turnover of £200 million, the University of 
Southampton is in the premier league of research-led universities. 






















This is a prestigious and exciting appointment, calling for a person of 
exceptional calibre, clear strategic vision and outstanding leadership 
capability with a clear understanding of the University’s changing 
regional, national and global position within the higher education 
sector. 


Candidates will have senior-level experience of management within an 
academic or advanced research environment or ina related knowledge 
organisation. They will have a demonstrated record of achievement, 
the ability to develop new income streams and knowledge of the 
broader funding issues within the sector. They will have the ambition 
and commitment to lead and direct the University of Southampton, 
internationally recognised for its excellence in research and teaching, 
into the next phase of its development. 


Requests for further information, and subsequent 
applications, in the form of a comprehensive CV and covering 
letter including remuneration details, should be made to 
Claire Lane, Heidrick & Struggles International inc., 
Consultants in Executive Search, 100 Piccadilly, London WIV 
IFN. Fax: +44 (0)207 491 5991. E-mail: lac@h-s.com 


Closing date for applications is 2 April 2001. 





Working for equal opportunities 


University HEIDRICK & STRUGGLES 
of Southampton Ganseltants in Execative Search 
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Save the Children 


ORGANISATIONAL DEVELOPMENT MANAGER 
£35,000 - £45,000 p.a. 


This is an opportunity for a proactive and highly motivated individual 
to join a dynamic international organisation at the cutting edge of 


children’s welfare and human rights. Save the Children works for children 
everywhere. With organisations in 30 countries, programmes in over 100 
and a budget of some £260m, Save the Children works for a world which 


where all children have hope and opportunity. 


This senior management post has a key role in working with the Chief 
Executive Officer and a team of senior managers in the strategic 
development of the Alliance in an international environment. 


Possibly a previous CEO in a similar organisation, or a management 
consultant, you will investigate, recommend and help develop 
management and organisational systems across the Members of the 


‘respects and values each child, which listens to children and learns, and 


Alliance. You will monitor progress and report directly to the Alliance CEO. 


You will also be responsible for developing systems of best practice in 
the areas of financial management, administration and governance 
across the Alliance Members, and support and guide the Members in 
such development. 


The successful candidate will possess excellent communication and 
influencing skills, political astuteness, diplomacy and tact, as well as 
financial and general management experience. 


The closing date for applications is 29th March 2001 (5:00 pm). 
Interviews will be held in London between 9th and 11th April 2001. 


For further information, please send a stamped (41p for UK), 
self-addressed envelope to Katharina Lange at the address below. 


To apply, please send your C.V. together with an accompanying 
statement explaining why you would like this post and what 

qualities, skills and experience you would bring to it; by e-mail to 
katharin@save-children-alliance.org, by fax to + 44 (0) 20 8237 8000, or 
by post to the address below, 

International Save the Children Alliance, 275 - 281 King Street, 

London W6 9LZ, Tel: +44 (0) 20 8748 2554. 


Geneva International Centre for 
Humanitarian Demining 


Centre International de 
Déminage Humanitaire - Genève 


Project Manager 
Evaluation and Assessment of Mine Action 


The Geneva International Centre for Humanitarian Demining (GICHD) is a foundation 
promoting international co-operation in the field of mine action. The Centre works in 
partnership with the United Nations, Governments, Non-Governmental Organisations and all 
other groups active in the Mine Action area. It aims to provide advice and assistance to all its 
partners, by providing a facility for the objective and impartial evaluation of mine actions 
programmes, and the assessment of problem areas affecting the setting up of programmes for 
all facets of mine action, including the destruction of stockpiles in furtherance of the Mine Ban 


Treaty. 


The GICHD now needs a specialist to oversee the evaluation and assessment functions carried 
out by the Centre, and to formulate methods of sich evaluation and assessment. The 
successful candidate will be based in Geneva, but will be required to travel extensively, 
including to mine affected countries, He will work as a senior member of a multi-disciplined 


team, containing staff with field experience from many countries. 
Qualifications and skills: 


An engineering degree (or equivalent) in science, engineering or management, 


At least five years experience of field operations in mine action, or equivalent disaster 


relief! work, 

The objectiveness and integrity to carry out unbiased evaluations and assessments, 
The capac: 
create new initiatives. 





and flexibility to accept new concepts and ideas, and the inventiveness to 


The tact, stature and judgement to provide truthful reports in complicated post-conflict 





situatio: 
A track record in operating in challenging environment. 
Fluent in English (written and oral). 

Knowledge of the UN system is desirable. 





Please send your application and CV to Dr. Robert Diethelm, Support Director, ref. 


MOW/CHE, 7bis avenue de fa Paix, P.O. Box 1300, CH-12tl Geneva |, Switzerland, 
Friday 6 April 2001. 


For further information, please contact tel +4 1-22 906.16.92, 
fax +41-22.906. 16.90 (e-mail to p-bladgen @ gichd.ch} 


by 
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Professorships in Marketing 
and Strategy 


Salary negotiable 


As a consequence of expansion of management teaching 
and research in the heart of the City of London we are 
seeking additional senior faculty. 


We are anxious to attract applicants with an established 
international reputation for research and teaching who will 
play a leading role in the further development of our 
programmes under the direction of our new Dean, 
Professor David Currie (Lord Currie of Marylebone). 


We are committed to equal opportunities. For further 
particulars and an application form please write to Academic 
Registrar's Department, City University, Northampton 
Square, London EC1V OHB. Alternatively, telephone 

020 7477 8011 or 020 7477 8039 (24 hour voice mail), 

fax: 020 7477 8886, e-mail: m.j.watkin@city.ac.uk Please 
quote reference 480 (E) for the Professor of Marketing and 
481 (E) for the Professor of Strategy. 

Closing date: 30 March 2001 

www.city.ac.uk 


The University for business and the professions 





yo “! 
#180 9002 certification, ensuring consistent 
network-wide quality standards in more than 
20 countries 


To learn more about 
becoming an AlphaGraphics 

. Master Franchisee, com- 

_ plete our online inquiry 

_ form under Franchise 

| Opportunities at: 


We are currently seeking licencees in Belgium, 
France, Germany, Korea, Malaysia, Singapore, 
Spain, and Taiwan. Our client base of over 600 
multinational corporations has requested that 
we establish a presence In these markets. 


www.alphagraphics.com/international 
AiphaGraphics, inc, 3760 North Commerce Drive Tucson, AZ 85705 USA 
Phone 1.520.293.9200 Fax 1.520.887.2850 





no 


IUCN 


‘The World Conservation Union 


National Project Manager, MACP 


1UCN-The World Conservation Union brings together states, governmental 
agencies, non-governmental organisations, affiliates and experts from 
across the globe in a unique world partnership. IUCN Pakistan is the country 

Office of the global Union. It is also the implementing agency for the 

UNDP/GEF-funded Mountain Areas Conservancy Project (MACP) in 

collaboration with the Government of Pakistan, the Government of NWFP 
and the Northern Areas Administration. 

IUCN Pakistan is currently searching for a National Project 
Manager who will be responsible for the overall management, co- 
ordination and monitoring of the implementation of MACP: Supervise 
two Regional Project Managers responsible for field implementation; 
supervise and co-ordinate production of project activities according to 
the project document; supervise preparation and submission of project 
work plans, financial plans arid progress reports; and liase with the National 
Project Director in MELGRD, UNDP Country Office, government and 
other project partners. This position is intended for a Pakistani national. 


A detailed ToR is available by fax or email. Fax: (92-21) 5835760, 
Email. rumana imam@iusnp arg, 
Women are encouraged to apply 
Only shortlisted candidates will be notified. 
Candidates should send their CVs, and the names of two referees by 
March 24, 2001, to the Human Resources Manager, IUCN Pakistan, D-66. 
Block-9, Main Gizri Road, Clifton, Karachi, Pakistan. 





VACANCIES IN BANGLADESH 


Bangladeshi nationals are invited to apply for a three year posting as Senior 
Expert in the Program Development Office for the coastal zone of 
Bangladesh. The core business is: building a framework for a master plan 
with policy analysis, vision and strategy development along with the co- 
ordination and harmonising of ongoing and new activities. Qualification: 
MSc or PhD with 15-20 years experience within the scope of the positions. 
A multi-disciplinary approach is required. The positions are: 


© Senior Expert in Bio-Diversity and Environmental Management 
aspects: coastal environmental, environmental impact assessment, 
feasibility studies, planning for environmental management, identify 
measures for bio-diversity conservation, application international 
conventions. 


® Senior Expert in Coastal and Marine Resources and Engineering 
aspects: coastal morphology and dynamics with the impact analysis of 
interventions, marine resources with constraints and potential, conducting 
surveys of dynamics and resources, climate change issues, coastal 
mapping. 


® Senior Expert in Resources Economy and Institutional Affairs 
aspects: institutional and legal aspects of activities, feasibility studies of 
interventions, stakeholders consultations, economics of coastal and marine 
resources, social aspects, tourism development, gender issues. 


interested candidates apply before 10 March 2001 with detailed CV to the 
advertiser. Earlier applicants will be reconsidered and don’t have to react. 


Advertiser: Road 22, House 4/A, 6th fl, Guishan, 1212 - Dhaka, Bangladesh, 
E-mail: vanurk@bangla.net , Telefax: "880-2-882 1891. 





BUSINESS & PERSONAL 


Innovative approaches to reproductive health 


Options is a leading provider of project management and consultancy services in 
health, focusing on reproductive health. We have 


experience in over 40 countries and our clients > 

include: national governments « the World Bank * Options 

DFID + GTZ + UNFPA « the EC » the Asian 

Development Bank. Options, 129 Whitfield St, 
London WIT 5EQ, UK. 


For details visit our website. e-mail: info@aptions.co.uk 


www.options.co.uk Tel + 44 20 7383 2494 
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HIMACHAL PRADESH FORESTRY | 
PROJECT 


Department for 
International 
Development 


DFID India is finalising a proposal for a second phase of the 
Himachal Pradesh Forestry Project in India. The purpose is to 
establish and implement an integrated and cost effective 
strategy for sustainable forest management and enhanced 
livelihoods of the poorest forest-dependent women and men 
in Himachal Pradesh. This will contribute to the goal of 
sustainable livelihoods of poorest forest dependent 
communities. The new project will build on DFID’s previous 
project funding over the past 7 years. The contract will be to 
provide management and technical support to the 
Government of Himachal Pradesh for project 
implementation. 


The contract will be for up to-3 years, with possible extension 
of up to a further 3 years. 

QUALIFICATIONS 

Expressions of interest (Eols) should be submitted using the 
application form available from the DFID website 
www.dfid.gov.uk in the Working with us/contracts section. 


The Eol should include a capability statement, of no more 
than four A4 pages, showing evidence of skills and 





INDIA 


experience in the following areas: project planning, appraisal, 
implementation, monitoring and evaluation - including 
financial and policy analysis, advocacy and communication 
with a wide range of stakeholders and sustainable and 
livelihoods focused forest management. Also experience of 
working with Nen Government Organisations (NGOs), 
Community Based Organisations (CBOs) and promoting 
participatory needs assessments and gender equitable 
planning processes with primary and secondary stakeholders, 
setting up project monitoring and impact assessment 
systems, organisational change management within 
government, rural planning and governance issues, 
decentralisation, development of human resource 
management capacity of government institutions. Other 
elements include; Managing inter-disciplinary teams on 
complex process projects, preferably in the rural sector in 
India and experience of working in South Asia, particularly 
India. 








2 


s commitment to r 


This contract is also advertised in the supplement to the 
Official Journal of the European Communities. 


Please send expressions of interest, of no more than 4 A4 pages, to Ricky Scott, Department for International 
Development, Room AH409, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA, Scotland. 
Tel: 01355 843538, fax: 01355 843327 or email: r-scott@dfid.gov.uk by Thursday. 5 April 2001. 





The Department for International 
Development (DFID) is the UK's 
ernment department responsible for 
promoting development and the 
reduction mmitted 
to the internationally agreed target of Š a A 
halving the proportion of people living in European Commission. Most of our 
extreme poverty by 2015. as an concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN ies and the 


Fulfilling Britain’ 


DFD is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community. Selection 
is on merit. 





APPOINTMENTS 





| Market Research Analyst I 





Analyze data for marketing trends, 


Executive Jobs 
“40 bes, wk, 8:00 - 5:00, $500.00 wk. secs Aiba PA 


64.) Milion Co. Database-39 Countries 















“$80k Expo. mailed ak letters. Had 21 calls, 3 offers & 


required degree in Marketing, fluent in 
English, Japanese, Korean. 
Apply: AR Employment See. Div, 
PO. Box 2081 
Little Rack, AR 72200 
Aten: David Hayes 










acenied STISK pki ar VP 

“2808 Exec.) onarnpoyed, mailed 12k letters, Had 

42 calls, G offers and stared at RO26k4pkg as CEO. 
Executive Job Finder 

Phone: 1418.384.6200 Fax: 1415.388.5184 

www. ExeoutlyeJobFinder.com 












BHARAT YANTRA NIGAM LIMITED 


15/1, Thornhill Road, Allahabad — 211011, 
Uttar Pradesh, india 
Phone : 0532- 622524, 622789, 624585 


INVITATION FOR “EXPRESSION OF INTEREST” 
FOR JOINT VENTURE PARTICIPATION IN 
BHARAT PUMPS & COMPRESSORS LIMITED 












































-DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're a 

global senior executive, over 40 years old and accustomed to a $100K+ 

annual salary, we can be the answer to your next jump on the ladder of 

v success. Resume Broadcast international assists you in your professional 

search with the personal contact necessary for success from start to 

| finish 24 hours a day, 365 days a year. Opportunity is only a phone call 

away at Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 
i 02224.3306 @ compuserve.com 






Bharat Yantra Nigam Limited (BYNL), a Government of India 
Enterprise intends to induct a Strategic Partner to hold 74% 
of the equity in Bharat Pumps & Compressors Limited, a 
subsidiary company set up in 1970. Expression of interest is 
invited before 17.30 hours on 12" April, 2001. Interested 
parties may visit the website : www.bpcindia.com for details. 








This announcement is neither a prospectus nor an 
offer/invitation for sale of equity or any securities to any 






institution/public. 
Resume Resume Broadcast international 
EE in ac8 P.O. Box 6930, San Diego, California 92166, USA. Company Secretary 
o DEG Tel: 619 224 9257, Fax: 619 224 9268 k 


Email: 102224. 3306 @ compuserve.com 





refer 
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BUSINESS & PERSONAL __ 








Live and Work in the U.S.A. 


RWH Intemational Inc. specializes in finding 
employment & business opportunities for 
individuals with professional & managerial 
backgrounds. We represent the individual not 
the employer. 








CANADA.. 


one click away 


Free onlin days per werk 


Canadian Immigration Lawyers 


BANKING 





SEMINAR 


u Encoded accounts for clients 
u International cards for physical and legal persons 
u Correspondent account for offshore banks 


Panama, Europe, 2001 
More info and reservations at: 
http://www.offshore-seminar.com 
hosted by Midland Services Inc. 





FELLOWSHIPS 


The Women and Public Policy Program of 
Harvard’s Kennedy School of Government 
is offering pre-and postdoctoral Fellowships in 

Peace and Security for the year 2001-2, 





For more information, pleas the Women 
and Public Policy webstie at 
pth sks harvard edus ppoleeseanchl 


BUSINESS 
OPPORTUNITIES 


| OFFSHORE BANK FOR SALE | 
i Offshore Banks Beginning @ US$35,000 
415.383.6200 (In US) 888.477.3030 


E-mail: info@ownabank.com 
www.ownabank.com 








BOWE InN Cc 


TRAVEL 
#@*LONDON'A 


| Quality serviced apartments offering best value ] 

for money. Our apartments offer great savings 

| compared to hotels. Fully serviced, private | 
bathroom, kitchen, TV. telephone, central 
heating. elevator. 

a Gentrally located in Kensington area. a 


@ Tourist Board Approved W 
Ashburn Garden Apartments 
a 3 Ashburn Gardens a 
a South Kensington, London SW7 40G, UK 
www.ashburngardens.co.uk 
M = sinfo@ashburngardens.co.uk W 


LS Tel: ++44 207 370 2663 I 


Fax: ++44 207 370 6743 
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Readers are recommended 


to make appropriate enguiries and take 
appropriate advice before sending 
MONEY, INCUPTIAR ANY expense OF 
entering into a binding commitment in 
relation to an advertisement. The 
Economist Newspaper Limited shall not 
be liable to any person for lass or 
damage incurred or suffered as a result 
of his/her accepting ar offering to 
accept an invitation contained in any 
advertisement in the Economist. 





BUSINESSES 
FOR SALE 






GENERAL ENGINEERING BUSINESS 
for sale on the 
ZAMBIAN COPPERBELT 














m profitable and equipped with heavy 
ry, his business is also perfectly suited to 
a ster to the needs of the local mining companies. 
ft also operates à very Hens INDUSTRIAL 
GARBAGE 
Fax: 43 1-38-376.56,97 





Email: posma@daxis.al 





ANNOUNCEMENTS 













2001 lecture CAMPAIGN 
pee AGAINST <a 
Subsidising 


a 
a deadly trade {RADII 
The economics of government 
support for arms exports 


by Sir Samuel Brittan 


at the London School of Economics 
Monday evening 9th April 2001 
tickets free from: 020 7281 0297 





NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WRITE OR SEND YOUR MANUSCRIPT TO; 


MINERVA PRESS 
315-317 REGENT ST 


LONDON W1B 2HS. UK 
www. minerva-press.co.uk 










Confidential 
Offshore Bank 


Account 


Tel: +44 (0) 20 7556 7146 
E-mail: info@ globaleapital.cc 








OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate administration 
* Trade services (U/C, shipping) 
* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 
& cornpany brochure 
NACS LTD 
Room 1108, Albion Plaza, 2-6 Granville 
Road, T.S.T, Kowloon, Hong Kong 
E-mail:nacs@nacs.com.hk 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 


















FOR OUR 110 PAGE COLOUR 
CW Forster (Director) 


Grosvenor Cou 
isle of Man, IME 
TEL: +44 1624 8 
FAX: +44 1624 81 


E-mail: economist@ocra.com 








IMMIGRATE TO CANADA 
EWE Can aTa 
s Ekg 
























Would you like f 


- to invest on the 


NYSE 


- to manage your r 
own portfolio J 
over the Internet " 

- to do all of this 
through a tax-free l 
company? j 

THEN YOU HAYE COME 








TO THE RIGHT PLACE! 





www.ocra.com ——— 


1509002 94 Certificated + A rember of the Estate and General Group established in 1935 
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~The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by ali i censed professional firm. 


LICENSED CO. 4 FREE b E is a e London SWS GN ig T danson a 5 rohy B.Comm (Hons) 
& TRUST MANAGEMENT DUBLIN: Yel: +44 (8) 20 7352 ey 3 (6) 1 662 1388 
aw ‘ai J i 27.29 Lower Pembroke St, Fax +44 (h) r 7795 0016 fax +353 (0) 1 662 1654 
Dublin 2. ireland. E-mail: Jangondascigroup.com E-mail: pmurphy@esefintl lol ie 


OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE COMPANIES 


, US Public Shelis for 28e for na Mergers to’ “Go Publier in the US 
ROTECT you ASSETS aaa MINIMISE your TAXES 
Worldwide - $ Offers 
http://www.global-money.com, http./Avww.flagsofconvenience.cam 
gmc @global-money.com Faxes: +1-416-3525168, +3120-5241407 


GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 
E d in 1985 


CANADA IMMIGRATION 


ad 





OIG CONFRATERNITY CANADA LTD, 
§23-409 GRANVILLE ST. VANCOUVER, BC, CANADA, ¥V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 660 3905 
wewoiccanada.com passpoertiqinfoserve net 











DAYBAG DOUBLES AS LAPTOP BAG 














Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve SOVEREIGN 
savings in tax, We provide a full range of onshore 
and offshore services designed to save tax for VISIT OUR WEBSITE: 

$ K SevereignGroup.com 
you and/or your company. Call us and we will 


be pleased to show you how our services 


F p : nA ; can save you money and maximise the 
Lettersize, Ad, and Legulsize. $650 to $695 
ò value of your assets. 


Includes Glaser Insiders ™ divider and detachable, adjustable 
shoulder strap. Milled black, textured walnut, milled walnut, 


or natural leather. b us i ness 
Please call for our free catalog. Toll free 800.234.1075. & personal 


GLASER DESIGNS tax solutions 


TraveL Goops MAKERS 





HONG KONG: ISLE of MAN: UNITED KINGDOM: USA.: 
STIS SE SAN PRANCISCS "AS HONE AIS Stuart Stobie Paul Brennock Simon Denton Williams H. Byrnes 
32 OTIS ST. SAN FRANGISCO; CA 94103 PHONE 415.552.3188 Sed eres pau ranak ; oro at aya 2 
PAX 419.431.3999 ECON@GLASERDESIGNS.COM Fox +852 2548 0550 Fax +44 1626 699807 






bk@SovereignGroup.com om @SovereignGroup.com SovereignGroup.cam, oversignGroup.com 
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ECONOMIC INDICATOR 








in January.Germany’s rate was unchanged at 9.3% in February. 


OUTPUT, DEMAND AND JOBS Australia’s cor fell by 0.6% in the fourth quarter; year-on- 
year growth slowed to 2.1%. The volume of retail sales in the euro area rose by 1.7% in the year to 
December, up from 1.2% in the year to November. Japan’s jobless rate remained ata record 4.9% 











| % change at annual rate The Economist poll Industrial Retail sales Unemployment 
| _& GOP forecasts production (volume) % rate 
3mthst 1year 2001 2002 3 mths? 1 year 1 year _latest year ago 











Australia 


+ 































































































COMMODITY PRICE INDEX 
imams Forecasters at the Canadian 


Wheat Board say world wheat stocks will 
fall to 109m tonnes by the end of July. By 
2002, they could shrink to85m tonnes—just 
14.2% of annual world consumption, the 
lowest percentage for more than 40 years. 
This year’s global wheat crop is expected to 
be the smallest in five years, at only 573m 
tonnes, but wheat prices have still been 
falling. This unusual combination of events 





_ | hasarisen because most of the stock reduc- | 
| tions have been in Russia and China; sup- 
| 


plies held by the bigger exporting countries 
have been sufficient to cover demand. But 
prices could soon rebound. America has 
planted its smallest acreage of winter 


| wheat since 1972, and its crop accounts for a 
















































































































































































| Switzerland + 18 +25 04 +22 6.9 = 20 dec 2.0 vant 26 | fifth of world trade. 
| United States +11 + 3.4 94 + 1.6 + 2.4 Ian + 2.6 dec 42 an 40 | 
| sae area +24 +33 x +25 ees ee ee eae Warithi 3 changa oñ 
| *Not seasonally adjusted. Aver age of latest 3 qnonths compared with average of previous 3 months, at: annual rate, tOct-Dec: daimant count rate 35% | month year 
| in January. 3Nov-Jan. 7 = " se aes 
| ee . | Dollar index 
| PRICES AND WAGES Japan’s consumer prices edged up by 0.1% in the year to January aftera | anes a a z = 2 2s. 
16-month slide in year-on-year inflation. Annual producer-price inflation in the euro area | Saar a 
| slowed sharply, from 5.4% in the year to December to 4.8% in the year to January. Dutch workers | au E ae cas sy 
received a pay rise of 2.9% in the 12 months to January, a real decrease of 1.2%. | Nit eae eo ea 
% change at annual rate The Economist poll | __Metals: 775 794  - 07 45 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings _ | Sterling index 
3mthst 1 year 2001 2002 __3 mthst 1 year 3mthst 1year All items 77.1 773 - 04 + 46 
Australia +12 +5894 +39 +30 +102 48404 33 +5004 | Fod — 63 767 +08 +89 
Austria é + z 11 2.6 Feb +19 +22 De ndustriats 78.3 7.0 = 20 + 07 
Bi + +90 +71 De +37 +16% Euro index 
Britain PAS +02 +19 Ja + 7.0 +44 Dec All items 101.0 1016 +02 = OF 
Canada + + 3.1 jan = 3.0 + 17 Dec Food 99.9 100.9 +14 + 40 
Denmark + + Ad jan +70 + 3.8 %3 industrials 1025 1026 - 14 ~- 51 
France + +36 an +46 +53 Q3 Yen index 
+ 3.8 Jan na + 23 Dec All items 87.2 909 +34 + 80 
eA Han A eT Dae’ Food 86.3 90.3 + 47 +125 
+01 tb na +18 Oe | dusmas 885 78 +18 +26 
+ 68 Jan +23 +29 Jan | Gold iia R 
l +39 n +32 +243 | $peroz 268.40 26080 - 09 -108 
+37 Dec +34 + 24 Dec’ | Crude oil North Sea Brent 
SWitzerland: S14, Im na +02 199) | $perbarel 25.96 26.60 - 69 -15.7 
United States 48 +48 Jan +48 + 3.9 Jan West Texas Intermediate a i 
Euro area +26 +48 lan rl + 18 93 | $ per barrel 28.23 2849 =- 58 -156 


“Not seasonally adjusted. +e of latest 3 months. compared with average of previous 3 months, at annual rate. 


| * Provisional T Non-food agriculturats. 
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B ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 
omic forecasters and calculates the average 








of their predictions for economic growth, 





inflation and current-account balances for 








ı5countries and the euro area. The table also 





shows the highest and lowest forecasts of 








growth. The previous month's forecasts, 
where different, are shown in brackets. Our 











panel’s average prediction for growth in 





America’s cpr during 2001 fell by 0.2 per- 





centage points to 1.6%. Expectations of 





American inflation in 2001 dropped more 





sharply, from 3.4% to 2.6%. In addition, the 





average forecast for the current-account 





surplus in Canada, America’s biggest trad- 











ing partner, was cut from 1.3% to 0.6% of GDP 





for 2001. This month, for the first time, we 











show growth forecasts for 2002. 
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MONEY AND INTEREST RATES Concerns about consumer confidence and the general 
economic outlook prompted Australia’s central bank tocutinterest rates by 0.25%0n March 7th. 
The move followed a cut of 0.5% in February and was widely expected by the market. 











@ GOVERNMENT DEBT The Japanese gov- 
ernment is expected to be the world’s big- 
gest borrower in 2001. According to fore- 
casts by J.P. Morgan Chase, its gross 
| borrowing will be around $560 billion, 
more than double that of the next biggest 
borrower, America. Because of its huge 
budget deficit, intended to stimulate its ail- 
ing economy, two-thirds of Japan’s bor- 
rowing will be net new debt. In contrast, all 
of America’s gross borrowing will be to refi- 
nance existing debt that matures this year. | 
Thanks to its budget surplus, America will 

be a net repayer of debt, to the tune of more 


than $200 billion. On current trends, Amer- 

“Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4 Sources; Commerzbank, Den Danske, LP. Morgan Chase, Royal Bank tee . m i . 

of Canada, Svenska Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Thomson Financial Datastream.Rates cannot be construed as banks’ ica S entire national debt will be paid off 
mam | Within adecade—though nobody really ex- 


f 
STOCKMARKETS The three American indices gained ground as investors hoped the markets | pects this to happen. Britain is also ex- 
had fallen enough to reflect worsening prospects for earnings. London rose too. The Nikkei 225 | pected to be a net repayer of debt this year. 
| 
| 
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rebounded by 3.0% on March 6th, but ended the week 1.2% lower. 


Market indices % changeon ooo 
ae 001 one one record Dec 31st 2000 
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TRADE, EXCHANGE RATES AND BUDGETS Australia’s visible-trade deficit narrowed to $4.3 billion in the 12 months to January, and its 
current-account deficit shrank to $15.1 billion in the year to the fourth quarter. On March 7th the yen sank to a 20-month low against the dollar 
before recovering slightly; in trade-weighted terms the Japanese currency lost 2.4%. 


Trade balance*, $bn_ Current account __Exchange rate Currency units _.. Budget 


latest latest 12 $bn The Economist pall trade-weighted? 
months latest 12 mths % of GDP, forecast Mar7th —s-year ago 
2001 2002 


“3.4 -3.6 
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~ 26.7 Dec 


*tMetthandie. Australia, Britain, Frar 
fnot seasonally adjusted, 
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-EMERGING-MARKET INDICATORS 








| @ RISKY ECONOMIES Every quarter the | ECONOMY Hong Kong's cpp growth slowed to 6.8% in the year to the fourth quarter; total 
| Economist Intelligence Unit, a sister com- | growth for 2000 as a whole was 10.5%. Hungary’s Gor growth slipped to 4.2% in the year to the 
| pany of The Economist, assesses the risk- | fourth quarter, although the growth rate of 5.3% for the whole year was still its fastest for a de- 
| iness of investing in 100 countries. The E1u’s cade. Venezuela’s 12-month inflation rate was 12.7% in February, down from 17.9% a year earlier. 
| criteria include a country’s political struc- 
| 








s ae : eA t1 hs, * 
ture, economic policies, sovereign-debt risk | poe e change on year earlier _tatest 12 months, $bn Foreign reserves*, Sbn. 
dth fits banki . S GDP industrial Consumer Trade Current Latest Year ago 
and the state of its ban ing system. COTES production prices balance account 
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faring especially well in the fourth quarter: | Indonesia + 

Russia’s risk rating fell from 63 to 59, and | Malaysia + 6 , at 
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Oman’s from 42 to 35. However, the Eu | 

notes that reverberations from America’s | 
economic slowdown could be reversing | po e 
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this trend in the first quarter of 2001. Ac- — MET 
| cording to the firm’s analysts, Asia and Argentina _ o on 
| Latin America are most vulnerable todam- | Brazi + 4404 + 
| age froma hard landing in the America. Chile 
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FINANCIAL MARKETS Hong Kong lost 1.0% on March ath afie the dovernmentts “bidget: 
failed to provide measures to boost the property market; it finished the week 4.1% lower. Tel 
Aviv fell by 2.2% during the week on worries about the new Israeli government. Buenos Aires 
soared by 9.9%, cheered by the appointment of a new economy minister. 





























. Currency units interest rates Stockmarkets __ *changeon 
pers pere short-term Mar 7th „Dec 31st 2000 _ 
Mar 7th yearago Mar 7th % p.a. one in local 
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“inflation adjusted. Tin dollar terms. "March 2nd. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastrearn; EIU; Reuters, Warburg Dillon Read, 1? Morgan 
Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FEL; EFG~Hermes; Bank Leurni Le~Israel; Standard Bank Group; Garanti 
Bank; Deutsche Bank; Russian Economic Trends. 
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country but only a fraction of - 
what he could earn in the private - 


Displaced persons 


Sin—-Greater attention to the des- 
perate plight of the world’s inter- 
nally displaced persons (ups) is 
indeed long overdue and urgently 
required (“When is a refugee not 
a refugee?”, March 3rd), For pre- 
cisely this reason, your suggestion 
that “the outside world...has no 
duty to take action” to address 
their plight must be challenged. 

It is true that mes fall outside 
the definition of “refugee” and, 
consequently, the ambit of refu- 
gee law. However, to say that they 
“are not the concern of interna- 
tional law” overlooks the rele- 
vance of international human- 
rights law and, in situations of 
armed conflict, of international 
humanitarian law. Were govern- 
ments and other groups to respect 
their obligations under these bo- 
dies of law (brought together in 
1998 in the “Guiding Principles on 
International Displacement”), 
tops would be far better protected 
and assisted. When governments 
prove unable or unwilling to pro- 
tect and assist their internally dis- 
placed and other civilian popula- 
tions, this responsibility 
necessarily falls to the interna- 
tional community. While the in- 
ternational community has, in re- 
cent years, come to recognise its 
responsibility towards the inter- 
nally displaced, responses have 
remained selective, ad hoc and 
inadequate, especially in the area 
of protection. 

Efforts currently underway to 
improve the international re- 
sponse will need to address these 
problems, and require support. 
However, encouraging western 


countries to support such efforts 
with the intention of “containing 
people within their borders” be- 
trays two of your other points: 
that refugees and mpps are forced 
or obliged to flee, and. that they 
have a right, enshrined: in inter- 
national law, to seek asylum. in 
other countries when unable to 
obtain protection within the bor- 
ders of their own state, even de- 
spite the international commu- 
nity’s best efforts. An pr is not a 
refugee, however, but still has a 
right to seek to become one. 
ERIN MOONEY 
Special adviser to the 
representative of the UN 
Geneva secretary-general on IDPS 


Str—You forecast a rise in num- 
bers of res and also correctly 
point out that not enough is being 
done for these people, essentially 
refugees who have not crossed an 
international border. As an orga- 
nisation of nation states the UN 
approaches most issues from the 
standpoint of state sovereignty. 
Borders will, therefore, continue 
to be a stumbling block for any 
international assistance to the 
fastest-growing number of war- 
affected people in the world. 
While many non-governmental 
organisations have expanded 
their missions to assist these war- 
affected civilians, the lack of at- 
tention will only continue unless 
there is effective multilateral po- 
litical will. 
KENNETH BACON 
President and CEO 
Refugees 
International 
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Lobby correspondent 


Sir--Given that China has the 
world’s longest bureaucratic tra- 
dition, one should be surprised if 
it did not have the longest lobby- 
ing tradition (“Gentle art of lob- 
bying in China”, February 17th). A 
reference by a great Han dynasty 
historian, Sima Qian, indicates 
that lobbying feudal lords was an 
accepted livelihood at the dawn 
of that era. 


Ashfield, 

Massachusetts Wi.t1AM HOLMES 
PANE PO AE NAE Meer eee eee eee eS | | 
Eurocratic elite 


Sir—By default rather than de- 
sign, the European Schools, which 
you describe as “elite schools to 
which Eurobrats have privileged 
access”, seek to replicate the aca- 
demic education available in the 
systems of EU member states 
(“Charlemagne, March 3rd). In 
doing so, and despite the best ef- 
forts of parents and teachers, they 
fail to cater for the long-term edu- 
cational needs of those children 
not destined to follow the aca- 
demic path. eu national systems 
provide, to a greater or lesser de- 
gree, for the full range of educa- 
tional needs. But £u officials 
whose children do not fit into the 
available system are left to make 
their own arrangements far away 
from these national systems. 

I, and many of my colleagues, 
can live with the label “Eurocrat”. 
It is objectionable, however, to 
describe our kids as “Eurobrats”. 
Such an attack on those who can- 
not defend themselves is unac- 
ceptable. Leave our kids out of it. 
Most of them are not yet old 
enough to cancel their subscrip- 
tions to your newspaper. 
Moutfort, 


Luxembourg NEIL USHER 


SıR—I was disappointed to see 
that you so readily jump on the 
bandwagon in criticising the pay 
and conditions offered to Euro- 
pean Commission officials. As a 
lawyer, I regularly represent my 
clients in competition investiga- 
tions and merger cases in front of 
the commission. An official deal- 
ing with high-profile merger cases 
will work long hours to meet the 
tight deadlines imposed by the 
regulation. He will be paid more 
than a civil servant in his home 


sector. Inevitably, many are 
tempted away. Adding on Belgian 
taxes may make it impossible to 
recruit the quality of staff the 
commission needs and would re- 
sult in a transfer of European tax- 
payers’ money to an entity that is 
least deserving of it: the Belgian 
state. 

OLIVER BRETZ 





Bush and tax 


Sir—You repeat a common mis- 
conception that Hernan Cortes 
burned his ships (“Gambling 
man”, March 3rd). In fact, he had 
holes bored through the hulls to 
render them unseaworthy. How- 
ever, he may, as you say, serve as 
the Bush administration’s “econ- 
omic role-model”. 

Cortes had his dirty work done 
by others in the dead of night, 
and then blamed the holes on 
worms (the Clintons, perhaps). 
He put up a loyal faction of his 
men to demand publicly that he 
not allow the other half (who 
thought his plans lunacy) to pack 
it in, so that he could appear to 
acquiesce to the public will. And 
the real reason for all these 
machinations was probably not 
the noble goal of stiffening his 
men’s backs to subdue the hea- 
thens but to ensure that, if things 
went wrong and the ships’ own- 
ers demanded compensation, the 
blame, and the costs, would be 
spread among the “common folk” 
in the expedition rather than fall- 
ing upon Cortes. Of course, Cor- 
tes was vindicated by finding and 
conquering the greatest source of 
gold ever discovered up to that 
time; virtually none of it “trickled 
down” to the common soldiers. 
West Chester, 


Pennsylvania ERIC SCHNURER 


Str—You assert that America’s in- 
heritance tax “affects only the 
rich”. Having just mailed off the 
8mm-thick inheritance-tax filing 
for my late wife’s estate, I dispute 
that assertion. Anybody with the 
mental capacity sufficient to read 
your newspaper could tell by 
glancing at approximate figures 
that the tax due would be zero, as 
indeed it was. So one might argue 
that I was not “affected”. 
Nevertheless, the law requires 
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We are one of the world’s fastest growing international training companies - averaging over 35% growth per annum over the 
last 7 years. We specialise in training people to work internationally. We develop & deliver unique face to face and eLearning 
training programmes in 3 main areas- building remote and virtual teams, working across cultures, and skills for international 
matrix working. Our clients include the world’s leading international corporations including Microsoft, Agilent, Cisco, Sun, GE, 
GlaxoSmithKline, Dow, Unilever, Philips, and many more around the world. 








CAPABILITY ~ We need trainers who can develop new business and design and deliver training programs to groups of 
international managers who are working across. barriers of distance, culture, time and/or technology. We have a series of 
existing core programs but your: skills and interests will help define the precise shape of the role. 






CREDIBILITY -You should be someone with a successful background at management level in a progressive multinational 
company and have personal: experience of.working in an international environment. Strong communication and process skills 
and high personal calibre are essential. You should be at least a University graduate with personal experience of having lived 
and/or worked in a second country. Capability in a second. language, preferably Spanish for the US position, is desirable. 







FLEXIBILITY - Our people are full time employed trainers, they work from home.so you can be based almost anywhere. 
For our US team we are interested in someone based on the East Coast. We will provide the technology, training and 
marketing infrastructure you need, We work around the world so you can expect regular international travel. 






Please e-mail your résumé with a covering letter (including a contact telephone number), explaining how you meet the criteria above 
to; Diane Hall, diane@global-integration.com You can find more details on us and the role on our website in the “News” section. 

















www.global-integration.com 
working across distance, culture, time & technology 


Globallintegration 









High profile European/US role - e-business 


e-business co-ordination manager Paris based 
€75,000 + stock + comprehensive benefits 










Valeo is one of the world’s Top 10 automotive equipment suppliers, specialising in Electronics and Electrical Systems, Thermal 
Systems, Transmissions and the Aftermarket. The Group has a turnover exceeding FFr 9 billion and operates across 29 countries 
and 175 sites. Customers include all the major global car manufacturers. 






Valeo's commitment to innovation and improving interaction with customers has led to a substantial investment in new e-business 
initiatives across the Group. This new role requires someone to evaluate and manage those initiatives at an international.level. 








Your responsibilities Your profile 

+ Working closely with business managers and information « Background in major corporate or consulting firm with 
systems across the different businesses. e-business project experience. 

* Co-ordinating the activities and deliverables from the + Strong project management capability, able to influence 
network of e-business managers. professionals at an international level. 

* Leading e-business projects, interfacing at senior level both » Good business education with a strong foundation in 
internally and with key partners. technology and e-business. Fluency in English required, 






The position reports to the Group Vice President Strategy French for other European language] an advantage. 


and e-business. 







Please reply in confidence to our retained consultants, e-resourcing, 
enclosing your CV, by e-mail to responsefde-resourcing.com 







@resourcing 
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LETTERS 


~~ exact numbers and. exhaustive 
documentation. My professional 
. tax specialist worked so long and 
hard that her bill for $2,200 
seemed very reasonable. Add to 
that the $350 fee for professional 
_ appraisal of our house, the $221 
for specialised help from an ex- 
pert accountant and the hours 
spent on minutiae like catalogu- 
ing household furniture, estimat- 
ing the value of used dresses, de- 
termining when my beloved 
“established legal residence” in 
our state and getting an estimate 
` of the resale value of my battered 
pickup truck. Now consider that 
this trouble and expense lands on 
me in the depths of grief while | 
frantically learn to run a house- 
hold with three children, and tell 
me: have I not been “affected”? 
Livermore, 
California 





PETER PEARSON 





The meter's running 


Sir—Persuading the public to ac- 
cept real-time metering may be 
the least of the energy regulator's 
worries (“Beyond the pool”, 
March 3rd). The introduction of 
the New Electricity Trading Ar- 
rangements (NETA) in Britain will 
allow electricity generators to of- 
fer prices for balancing energy 
right up to real time. Gas-fired 
generators will choose between 
offering electricity or selling their 
gas to the gas-balancing market, 
which prices on a daily average 
basis. If electricity prices are vo- 
latile, they will not be bidding 
much before real time—and if 
they do not, prices will be volatile. 

In addition, generators will in 
effect withdraw significant power 
from competition by selling bilat- 
eral power to their own (ever 
growing) supply businesses. Add 
to this the removal of the regula- 
tor’s market-abuse licence condi- 
tion after the findings of the 
Competition Commission report 
and we should be in for some in- 
teresting times after the opening 
of NETA. 


Worcester Davip EASTWOOD 


Farming subsidies 


Srr—iIn your article on European 
agriculture you say that the £u 
has gradually reduced the sum of 
money going towards market- 
distorting price supports, and 65 % 
of subsidies nowadays “go 
straight to farmers” (“From bad to 
worse, down on the farm”, March 
3rd). I am not sure how that per- 


6 


centage is derived, but orco data 


show’ that inthe 1986-88 and 
1997-99 periods, support to EU 
farmers remained unchanged on 
average, accounting for 44% of 
farm receipts. In the earlier per- 
iod, 85% of that support was due 
to policies that kept European 
farm prices above those on the 
world market; this share has cur- 
rently fallen to 60%. The remain- 
ing 40% of support is made up of 
budgetary payments and input 
subsidies, which have varying ef- 
fects on production and trade— 
although price support is the 
most “market-distorting” policy. 
The next report on OECD agri- 
cultural policies—which will in- 
clude data for 2000—will be re- 
leased at the end of April 2001. It 
is expected to show a further de- 
crease in the relative importance 
of price support. 
GERARD VIATTE 





Director for food, 

agriculture and 

fisheries 

Paris OECD 

SEEEN E ESI NE OER EET O = i 
Credit for Michelin 

Str--A company (Michelin) 


which is well run, profitable and 
brings its shareholders a strong 
and regular dividend fails to 
qualify as an example of good 
corporate governance (“Where’s 
the Michelin woman?”, February 
17th). A bank that is still around 
only thanks to taxpayers’ money 
and is embroiled in murky finan- 
cial dealings in America (Crédit 
Lyonnais) passes with flying col- 
ours. Am I missing something ? 
Chevy Chase, 

Maryland JEAN DOUBLET 


EEEE EEA EA A ENTI A eee | 


A case for Falun Gong 


Sır—in your otherwise objective 
article on Falun Gong (“Protests in 
Tiananmen Square”, January 
27th) you say that it is “a cult 
...that combines meditative exer- 
cise with a loony, millenarian 
outlook.” This plays into the hand 
of a massive international smear 
campaign in which the Chinese 
government is engaged in its 
ruthless suppression of a non- 
violent and non-political move- 
ment. Falun Gong is currently 
subjected to the most extensive 
campaign in history against the 
human rights of innocent citizens 
through the use of torture, labour 
camps, mental hospitalisation, 
etc. Falun Gong prescribes truth- 
fulness, compassion and forbear- 





‘ance on traditional Buddhist 


lines, as welas- good citizenship 
and honest work. There is no ex- 
ploitative and egomaniacal lead- 
ership or structure, and financial 
contributions are refused. 

The un Human Rights Com- 
mission is debating a draft resolu- 
tion beginning on March 23rd in 
protest at the Chinese govern- 
ment’s actions. I hope this helps 
counter misconceptions about a 
movement which promotes de- 
sirable trends in modern China 
for the benefit of the population 
and, incidentally, the West. 
London Lorp THURLOW 


Censor and sensibility 


Sir—It seems that the “old Ku- 
wait” is not aware of the capabili- 
ties of the Internet. Your article 
(“Welcome to the old Kuwait”, 
March 3rd) has been torn out 
from all copies of The Economist 
in Kuwait by censors of the Min- 
istry of Information. In the age of 
the Internet such futile attempts 
to suppress information are more 
embarrassing to the inept censor 
than a hindrance to the censored. 
Kuwait IBRAHIM ALADWANI 





Sir—Lexington (February 24th) 
misses a major point of the pro- 
posal of Richard Atkinson, presi- 
dent of the University of Califor- 
nia, to stop using the sar test for 
admission. The proposal was to 
stop using sar 1 but continue us- 
ing sat 2. The former is an apti- 
tude test; the latter a set of 
achievement tests. 

Many studies—including one I 
published with Frank Norman in 
1992—show that sat 1 is almost 
useless once sar 2 is in hand. sar 1 
is, it seems, a relatively poor test 
at predicting college achievement. 
sAT 2 is better, and essentially tells 
us everything that such testing 
can tell us. The newer test is also 
more expensive, which is why 
some colleges in America require 
only sar i. Moreover, as Mr At- 
kinson points out, sar 2 encour- 
ages high-school students to mas- 
ter their academic work. sar 1 
encourages them to study to out- 
wit the test; a waste of time. 

I headed a committee that re- 
commended dropping sar 1 at the 
University of Pennsylvania, in 
1992, The recommendation was 
not followed. Apparently, col- 
leges fear that it would look like a 
lowering of standards, even 















though it is not. Perhaps Mr At- 
kinson’s bold proposal will give. 
courage to others. As for racial 
discrimination, there is some evi- 
dence that under-represented mi- 
norities do worse on sat 1 than on 
SAT 2, SO Mr Atkinson's scheme 
might end up admitting more mi- 
norities, but not because they do 
not deserve admission on the ba- 
sis of purely meritocratic criteria. 
JONATHAN BARON 
University of 

Philadelphia Pennsylvania 


i inl ret nn noel 


Unsanctioned 


Sm—Some of your suggestions 
for reforming the Iraq sanctions 
regime (“In search of an Iraqi pol- 
icy”, February 24th) mirror the 
recommendations that Human 
Rights Watch made to the UN Se- 
curity Council in January 2000. 
Strangling Iraq’s economy as a 
means of effecting military con- 
tainment has created a public- 
health emergency and an unac~ 
ceptable level of civilian suffering. 
Restrictions on non-military 
commercial and financial trans- 
actions should be lifted. A points- 
of-entry monitoring mechanism 
not dependent on Iraqi co-opera- 
tion should be set up to prevent 
Iraq’s import of military goods 
and technology, as well as dual- 
use items not licensed by the uN. 
Our additional recommenda- 
tion is to set up an international 
criminal tribunal to indict and try 
Iraqi leaders responsible for well- 
documented war crimes, geno- 
cide and crimes against human- 
ity. Even if the apprehension of 
Saddam Hussein and his top 
henchmen is not likely in the near 
future, such an initiative can en- 
sure that lifting non-military 
sanctions will not mean a return 
to “business as usual”. 
Jor STORK 
Human Rights 
Washington, DC Watch 
ca T FENE men E 





Cynical and calculating 


Sır—While I cannot claim so pro- 
found a grasp of the classics as 
Bagehot (February 24th), I must 
surely call into question that a 
modern cynic has “a couple of 
hundred extra centuries of data to 
go on” more than Antisthenes 
and his followers. | would have 
thought that 20 centuries might 
be nearer the mark. 

Richmond, 
Surrey PETER WHITELAW 
a 
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INTERNATIONAL TROPICAL TIMBER ORGANIZATION 
VACANCY FOR THE POSITION OF 
PROJECTS MANAGER 
(Reforestation and Forest Management) 
DEADLINE FOR APPLICATION: 16 April 2001 
















The International Tropical Timber Organization (ITTO), a commodity organization headquartered 
in Yokohama, Japan, is in the process of appointing a new Projects Manager (Reforestation and 
Forest Management). The ITTO mission is to facilitate discussion, consultation and international 
cogperation on issues relating to the international trade and utilization of tropical timber and the 
sustainable management of its resource base, 










Position/Title: 
LeveliGrade}: P3 

Date for Entry on Duty: 
Duration of Assignment: 


Projects Manager (Reforestation and Forest Management 
Duty Station: — Yokohama, Japan 

May 2001 

Fixed term two years 




















DUTIES AND RESPONSIBILITIES: Under the direction of the Assistant Director for Reforestation 
and Forest Management, assist in: Monitoring tropical forest resources and activities related to their 
sustainable development; Assessment of project and pre-project proposals submitted by Member 
Countries; Monitoring of projects under implementation; Evaluation of completed projects and 
assessment of their impact; Provision of advice to Member Countries on matters in the field of 
Reforestation and Forest Management; Preparation of various reports on the work of the 
Organization in Reforestation and Forest Management; and Carrying out other tasks as appropriate, 
QUALIFICATIONS AND EXPERIENCE: -Be a national of an ITTO Member Country (see Hist below!; 
Suitable university degree preterably with post graduate qualification; More than five years of 
relevant professional experience, including experience in tropical forestry with emphasis on 
Management and conservation; Language skills in both spoken and written English and French, 
Knowledge of Spanish highly advantageous. 

SALARY: ITTO offers salaries and allowances based generally on the United Nations system. 
Appointments are subject to the Staff Regulations and Rules of the Organization. 

APPLICATION: Using the United Nations Personal History form, to The Executive Directoy, 
International Tropical Timber Organization UTTO), International Organizations Center, 5th Floor, 
Pacifico Yokohama, 1-1-1, Minato-Mirai, Nishi-ku, Yokohama, 220-0012 JAPAN 

Phone: (81-45) 223-1110 / Faxi (81-45) 223-4011 / E-mail: ino@itto,arjp 























List of ITTO Member Countries: Australia, Austria, BelgiunyLuxembourg, Bolivia, Brazil, 
Cambodia, Cameroon, Canada, Central African Republic, China, Colombia, Congo, Cate d'ivoire, 
Democratic Republic of the Congo, Denmark, Ecuador, Egypt, Fij Finland, France. Gabon, 
Germany, Ghana, Greece, Guyana, Honduras, India, Indonesia, Ireland, Italy, Japan, Liberia, 
Malaysia, Myanmar, Nepal, Netherlands, New Zealand, Norway, Panama, Papua New Guinea, 
Peru, Philippines, Portugal, Republic of Korea, Spain, Suriname, Sweden, Switzerland, Thailand, 
Togo, Trinidad and Tobago, United Kingdom, United States of America, Vanuatu and Venezuela. 








ORGANISATION OU COOPLRATION EY tt DEVELOPPEMENT OCUNOMRNLHEE 


OECD ((@ ocne 


DORGANIBATION POR ECONOMIC CO-OPERATION AND DEVELOPMENT 


DIRECTOR FOR 
FOOD, AGRICULTURE AND FISHERIES 


www.oecd.org/agr 
Tax-free remuneration package from 714K FF p.a. + benefits 


The person we are looking for should have 


Outstanding leadership and management qualities; dynamism and 
interpersonal skills to motivate and develop multicultural staff. 

Extensive knowledge of food, agriculture and fisheries, The vision and 
analytical ability to identify emerging issues and policy implications for 
these issues and to communicate them to policy makers in compelling ways. 
Advanced university qualifications in economics or other relevant discipline 
and substantial experience in its application to policy environments, 

Strong communication, negotiation and diplomatic skills. 

A very good knowledge of English or French and good working knowledge 
of the other. 


Complete job description and application form: www.oecd.org/hrm. On-line 
applications (in English or French) from nationals of OECD countries should 
quote VAC{IO1}024 and be submitted by 3 May 2001. 


Only candidates selected for interview will be contacted. 
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y INTERNATIONAL FUND FOR 


AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy 
Fax: +39 06 5043463, E-Mail: Lmclachlan@ifad.org 


seeks 
LEGAL COUNSEL P-3/P-4 



















Duties and Responsibilities: Draft, negotiate, finalize, interpret, 
execute and amend agreements and other documentation related 
to IFAD’s mandate and operations. Provide legal advice and 
assistance to in-house and external clients. Assist the General 
Counsel as required in corporate and administrative matters. 


















Qualifications and Experience: : Law degree with 7 to 10 years’ 
experience in international development law, business law, or 
international law. Knowledge of international development 
financial affairs, economics and corporate finance would be an 
additional qualification. Excellent knowledge of English and 
French, plus Spanish or a combination thereof an advantage. 
Ability to work on own initiative with high degree of 
professionalism. Ability to work in a multi-cultural environment. 














Net Salary Range from USD 46 445 to USD 77 266 per annum 
plus post adjustment and United Nations benefits package. 
















Please send application to Personnel Division no later than 
17 April 2001. 
For more details please visit our web site at www.ifad.org 











Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged. 







lopment Specialist 


Chemonics International Inc. 
(www.chemonics.com) 
seeks CSO Development Specialist for a USAID-funded Civil 
Society Strengthening and Support Project (CSSP) based in 
Jakarta, Indonesia. Will be employed by CARE International, 
a subcontractor to Chemonics on CSSP. 












This specialist will develop the advocacy skills and financial 
sustainability of civil society organizations (CSOs) working 
toward democratic reforms in Indonesia and will enhance the 
CSO's capacity to engage in effective advocacy, devising 
methods to improve their financial viability, external linkages, 
leadership qualities, and participatory skills. The specialist, in 
coordination with domestic and international sources of 
excellence in advocacy training, will design and facilitate 
training programs to build these skills. 















Requirements: 

* Knowledge of civil society issues and field experience 
working with CSOs, preferably in Indonesia. 

* The successful candidate will have an understanding of 
recent developments and underlying issues in the fields of 
advocacy and/or financial sustainability. 

* Ability in Bahasa Indonesia and work experience with 

donor organizations including USAID preferred. 









Qualified applicants should send a cover letter and CV by 
email to Jhogan@chemonics.net or by fax to 202-955-7550, 














ama DIRECTOR — 


Conservation & Sustainability 
Development Program Area 
































The john D. and Catherine T. MacArthur Foundation in Chicago 
seeks a Director for its CSD program area in the Program on 
Global Security & Sustainability (GSS). 


Requirements include a graduate training and experience in bio- 
diversity conservation/sustainable development (background in 
biology, or environmental science, policy, economics, or law pre- 
ferred), Multi-disciplinary training and/or experience a plus. Ph.D, 
desired. Demonstrated knowledge of and appreciation for the 
complex economic, political and social cross-pressures associated 
with the pursuit of sustainable development activities, especially 
in the bio-diversity “hot spots", required. Experience with govern- 
ments, multilateral institutions, NGOs, universities and other enti- 
ties engaged in bio-diversity conservation activities needed. 
Proven teambuilding, leadership and written/oral communication 
skills a must. Responsibilities include grant making to promote 
conservation and sustainable development; identifying innovative 
solutions to current and emerging threats to critical habitat and 
species, and creating strategic vision CSD areas. Additionally, you 
will directly supervise a staff of 7 and participate as senior mem- 
ber of the GSS program planning and policy team. 


Competitive salary and benefits. For a detailed position announce- 
ment see www.macfound.org Send application by May 15, 2001 
to: Search Director, MacArthur Foundation, 140 S. Dearborn 
Street, Suite 1100, Chicago, IL 60603. Fax: 312-920-6230. 
jobs@macfound.org Include cover letter & salary history. EEO 





en www.macfound.org = 


































THE REPUBLIC OF UGANDA 
MINISTRY OF JUSTICE AND CONSTITUTIONAL AFFAIRS 
THE COMMERCIAL JUSTICE REFORM PROGRAMME 
INVITATION FOR BIDS 





The Government of Uganda with various Donor partners, based on output from 
the Commercial Justice Study and in consultation with all stakeholders, has 
developed a 4-year detailed strategy for the reform of the Commercial Justice 
System. The reform programme focuses on four key areas: the Commercial 
Courts, the Commercial Registries, the legal profession and the Commercial 
regulatory environmenUCommercial laws. 


In furtherance of this programme, the lead Ministry for the Justice, Law and 
Order Sector, Ministry of Justice & Constitutional Affairs and one of the 
implementing agencies in the Commercial Justice Reform Programme, intends 
to conduct a baseline user survey in the four key areas above-mentioned. The 
objectives of the baseline user survey, and the two follow up user surveys, are 
twofold: i) to establish performance indicators for the duration of the reform 
programme and ii) to monitor and ensure positive gains in the reform 
programme, and thus enable an environment that is conducive for private sector 
development in Uganda. 





The Ministry of Justice and Constitutional Affairs now invites eligible 
consultants to submit bids for conducting the initial Baseline User Survey for the 
Commercial Justice System. 


Interested consultants can purchase IFB documents from the Secretary, Justice, 
Law and Order Sector Secretariat, Room 17E, 3° Floor, Ministry of Justice & 
Constitutional Affairs, KAMPALA, UGANDA. 
Tel: 256 041 251795/233558 
Email: swap@infocom.co.ug 








Consultants may associate to enhance their qualifications. The Documents are to 
be purchased at the following rates: 








USD$ 75 ONLY 
UG. Shs 75,000/* 


International/Regional Companies: 
Local Companies: 





(The fee rate applies to the lead consultant/company) 


The closing date for bid submission is Monday April 9*, 2001 
































HEAD OF REGULATORY 
ECONOMICS 


Media & Telecoms Group 
London - c£55k + bonus + generous benefits 


This leading group, with extensive interests in these 
converging sectors, requires an experienced economist and 
regulatory specialist. Reporting to the Director your remit 
will be to assess and advise on major competition issues, 
presenting the results with clear facts, rigorous analysis and 
genuine enthusiasm at executive level within the group and 
externally to regulators and policy makers. 





Your proven skills in this area of regulatory economic 
analysis will have been gained in the communications sector 
or related environments and underpinned by a relevant 
degree. An additional business or accounting qualification 
would be an advantage. This leading edge group supports a 
career enhancement culture and you will be encouraged to 
make a decisive contribution from day one. 


If you think you can make a difference contact Bob 
Franklin at the address below: Tel: 020 7636 5444; 
e-mail: bob @chartwellsearch.co.uk 


CHARTWELL 


SEARCH & SELECTION 


St. George's House 
14-17 Wells Street 
London WIP 3FP 





REPUBLIC OF UGANDA 
MINISTRY OF FINANCE, PLANNING & ECONOMIC DEVELOPMENT 
Second Economic & Financial Management Project [EFMP IT] 


REFORMED CENTRAL TENDER BOARD 


JOB TITLE -EXECUTIVE DIRECTOR 

As part of Government's financial management reforms and in harmony with international 
practice, the Government has initiated the reform of the public procurement. Specifically, the 
Government has agreed to restructure the functions and roles of various government agenctes 
to foster more transparency; accountability and effectiveness in the procurement process for 
good governance and to strengthen the public sector management aspects. The Government of 
Uganda is now Jooking for a qualified and experienced person to handle overall management 
of the reformed Central Tender Board. 


DUTIES 

Specifically, the Executive Director is responsible for the following: + 

+ Overall management of CTB 
Implementing programs and formulating Procedures for running all aspects of CTB 
Presenting budgets and programs for each financial year to the Board and administering 
the finances of the CTB 
Developing policies for consideration by the Board 
Implementing policies passed and approved by the Board 
Facilitating smooth communication between the Board and staff 
Setting Performance targets and evaluating achievement 
Ensuring all approved CTB systems and guidelines are implemented 
Advising government on procurement policy, regulation and programs in the. country 
Representing the country in international for a on matters of procurement. 
Ensuring timely resolution of complaints in accordance with Procurement Regulations 
and Coordinating activities of CTB with anti-corruption agencies, 


QUALIFICATIONS 

The Executive Director should possess a Masters Degree in Business Administration, 
Economics, Statistics, Law, Engineering or any other relevant masters degree. He/she should 
possess internationally recognized professional qualification in procurement. The Executive 
Director should have worked in a senior administrative/management or consultancy level for 
not less than seven years. Knowledge of computer based procurement systems isan added 
vantage. 

URATION & REMUNERATION 


‘The position carries a three-year renewable contract and it does attract good packages, which 
are conphensurate with international consultancy rates. 


SUBMISSION 
The applications should be submitted to: EFMP H Project Coordination Office, Ministry 
of Finance Planning & Economic Development, Finance Building; 2nd Floor, Room 2.4, 
Tel: 256-41-347804, Pax; 256-4 1-250005, 
E-mail: efmp@imul.com: nnuwanga@swiftuganda.com, jetidau @africaontine.co.ug. 
Website: htip://www.finance.go.ug/ by: 1700hrs on Tuesday the 17th April, 2001. 
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Darden Graduate School of Business Administration, University of Virginia 


i innovation 
DARDEN 























transformation 
value creation 


global perspective 


The Executive Program (TEP)... 


a challenging, participant-centered, general management experience 
built on a foundation comprised of three fundamental elements: team- 
oriented learning, total faculty commitment, and a highly integrated 
curriculum. TEP is designed expressly for people ready to make a 
breakthrough in their professional and personal lives. 


Gifted teachers are what our #1 ratings are all about. The TEP faculty 
at the Darden Graduate School of Business Administration of the 

University of Virginia will prepare you to create strategies for meeting 
today’s global business challenges. 


Go online right now to see 
our top-rated faculty 
in an CXCIUSIVE briefing. 


Point your browser right now to 
www.dardenexeced.com. In just a few minutes, you’ll 
gain extraordinary insights into the wild new world of 
business in the 21st century. For a limited time, you can 
sec a great teacher in action, right from your desk. 
You'll discover that Darden is far more than just ratings 
—~ we’re an investment in your career. 





_ www.dardenexeced.com 


ion on Dar en, call 1-804-924-3000. Fax us at 1-804-982-2833 or e-mail us at Darden_Exed@Virginia.edu. 
Mailing address: P.O. Box 6550 Charlottesville, Virginia 22906-6550 


We develop innovative pharmaceuticals for the treatment of infections. 


So that nothing is as contagious as tl 


Warm feelings have a way of spreading. Unfortunately, so does disease. Today people 
are increasingly exposed to infections. At Aventis, one of the world’s leading pharmaceutical companies, 
we offer innovative medicines for the treatment of infections. At the same time, our scientists are using their 
in-depth know-how and the latest technologies to develop new treatments. It is our aim to protect life. 


So that the most contagious thing people have to face is laughter. 


Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www.aventis.com 








oy of life itself. 


This advertisement has been approved by Deutsche Bank AG London, regulated by SFA for the conduct of investment business in the UK. The services described in this advertisement are provided 
by Deutsche Bank AG or by its subsidiaries and/or affiliates in accordance with appropriate local legislation and regulation. 


Once again, clients named Deutsche Bank 
the world’s No.1 investment bank 


PERFORMANCE 
leading to results® 





“For the second year in succession, 
Deutsche Bank ranks number one in 
Euromoney’s annual survey of the world's 
biggest and best providers of financial 
services...Deutsche Bank dominates... 

by a wide margin.” 


Euromoney, January 2001 


Poll of polls: overall results 


Jan Grand total Underwriting Trading Advising 
2001 2000 euro 1,000 lour of 350. fout of 380) fout of 300) 
1 


Deutsche Bank 1 745.61 274.77 309.00 161.84 


2 439.75- 218.73 120.00 101.03 


UBS Warburg 6 “* 361.05 122.29 139.69 89.07 


Credit Suisse First Boston 8 "es 339.18 152.11 88.12 98.95 





We've always believed that if our clients came 
first, so would we. Another reason why 
Deutsche Bank is leading to results. 


Deutsche Bank 
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Bush's Asian challenge 





F ONLY Asia's problems were as easy to re- 

arrange as the White House visitors book. 
George Bush wants to team up more closely 
with America’s allies, Japan and South Korea, 
rather than spend time, as Bill Clinton did, 
chasing an illusory “strategic partnership” 
with China. But early plans to accord a sym- 
bolic first Asian handshake to Japan’s Yoshiro 
.. Mori, as ally-in-chief in the region, fell victim 
to. the hapless Mr Mori’s political troubles. 
That honour then fell last week to South Ko- 
rea's Kim Dae Jung. Next week the handshake 
diplomacy repeats itself as farce. Though in 
deeper trouble than ever, Mr Mori is to be 








| America as the chief threat to its ambitions. 
Hence the importance of Mr Qian’s visit 
to Washington. Some long-standing irritations 
between the two—over human rights, trade ` 
and proliferation issues—can probably now 
be more safely managed on the basis of 
agreements Mr Clinton negotiated: the condi- 
tions for China’s accession to the World Trade 
Organisation; its published promises to limit 
nuclear and, most recently, missile exports. 
Implementation will be tough. With China it 
always is. But at least there are some agreed 
rules, and others, including Japan and Eu- 
rope, can help America keep up the pressure 








rushed in to see Mr Bush a few steps ahead of 

China’s foreign-policy mandarin, Qian Qichen. That puts 
China in its place (see pages 21-26). 

Up to a point. Whether as partners or competitors--as the 
“Bush team would more accurately have it~—America and 
China have a testy agenda to work through, from China’s 
troubling proliferation habits and patchy human-rights re- 
cord, to America’s missile-defence plans and its arms sales to 
- Taiwan. Rows already loom, leaving Mr Bush and China little 
time for small talk. But Mr Bush can at least be sure of his al- 
lies: an enfeebled Japan absorbed with its own troubles, and 

a South Korea preoccupied with North Korea. 

Anyway, weighty Japan and rising China are not alterna- 
tive choices around which America can construct its Asia 
strategy. Relations with both will need careful tending. 

Despite its current fragility, Japan is America’s friend and 
Asia’s leading regional power: its economy is second only to 
America’s and it is Asia’s most generous supporter of poorer 
countries (including China) both near and far. This helps a 
. lot, since, unlike Europe, Asia is not criss-crossed with stabil- 
ity~preserving alliances. Yet, despite their own strengthened 
security alliance, in a conflict that drew in America’s forces, 
Japan’s pacifist-sounding constitution would still have Asia’s 
best equipped armed forces doing little but holding America’s 
coat and carting away its casualties. Mr Bush needs to per- 
suade a reluctant Japan to share more of Asia’s military bur- 
dens. It might help if he and China, which might someday be 
tempted to test America militarily, can get off to a reassuring 
start, by keeping talking, not shouting at each other. 

In other words, while Mr Bush’s problem with Japan will 
be to manage their co-operation, with China it will be to 
manage their competition. China does not always make that 
easy. Despite the changes that have so dramatically opened 
up its economy in recent decades, China is still, after all, a 
communist dictatorship. It is unhappy with the territorial sta- 
tus quo in the region and occasionally kicks out at it, in the 
South China Sea and over Taiwan, both of which it claims as 
its own. It wants respect as a great power, and tends to see 
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for China to stick to them. 

There are no such accepted ground rules to help deal with 
the two issues that could most easily pitch America and 
China into a new crisis: Taiwan and Mr Bush’s plans for mis- 
sile defences. The two are linked closely in China’s mind, 
since it worries that America’s plans for national defences 
could undermine China’s small nuclear deterrent, while less 
capable regional ones developed to help defend, say, Ameri- 
can troops in Japan, could also someday be used to protect 
Taiwan from China. The issues are linked in other ways too, 
since China’s own behaviour—helping the missile ambitions 
of dodgy regimes and firing off its own missiles when it wants 
to intimidate Taiwan's voters—has helped drive the search for | 
new defences. Yet both problems offer opportunities, not just 
dangers, if the two sides will reach for them. 


One China, two problems 


For years China, Taiwan and America could all agree on one: 
thing: that there is but one China. This allowed them to dis- 
agree in relative safety about what sort of China it might be: 
one country, two systems, as China has long proposed; or one 
nation, two states, as many Taiwanese might now prefer. But 
the ruse works less well now that Taiwan is a democracy, and 
its voters can reject China’s increasing insistence that the only 
alternative to negotiated unity is forced unity. America, com- 
mitted to help Taiwan defend itself, has a dangerous balance 
to keep. But it could be made less dangerous. 7 

Mr Clinton leaned a little too far China’s way. His men- 


tion of the “three noes” for the first time on Chinese soil in = 


1998—no two Chinas, no independence for Taiwan, and no 
support for its membership in organisations of sovereign 
states—both offended Taiwan and emboldened China. Mr 
Bush needs to draw the line more clearly, making the three 
noes five: no use of force by China to settle the issue and no 
political deal without the support of Taiwan’s people. 

But at the same time he needs to temper the enthusiasm 
of his pro-Taiwan lobby for selling all the arms Taiwan can 
buy. Ultimately, Taiwan’s security depends on America’s sup- 


13 








port, rather than on any particular ship, missile or radar. As a 


way of exploring new possibilities for restraint on both sides, 
Mr Bush could usefully strike off next month’s arms list items 
like America’s top-of-the-line Aegis anti-missile system. Even 
Aegis could not defend Taiwan against a determined assault 
from China’s missiles, and holding back gives Mr Bush extra 
room to explore a new pattern of mutual restraint with 
China. If China will not play, he can change his mind. 

If America and China could avoid an early clash over Tai- 
wan, they just might find a way to defuse the missile defence 
issue. Taiwan’s interest in missile defences will decline only as 
China’s threats to the island subside, and only China can do 





anything about that. But China’s concerns about its own 


small nuclear deterrent offer America and China the oppor- 
tunity to open a stabilising new dialogue. 

Mr Bush is determined to explore defences. China can go 
on shrilly opposing them, and make good its threat to tear up 
the few international weapons-limiting agreements it has 
signed. Or it could sit down with America and work out a sta- 
ble balance between any future missile defences and the fu- 
ture size of China’s own long-range nuclear arsenal. China 
this week signalled an encouraging readiness to talk first and 
keep its powder dry. The handshakes over, Mr Bush and Mr 
Qian will have plenty to talk about. 


| 





Foot, mouth, farm, subsidy 


Governments, including Britain’s, have been slow in controlling the spread of 
foot-and-mouth disease. But they should resist demands for subsidies 


AVING begun life three weeks ago as a British problem 

that merely alarmed farmers and politicians elsewhere, 
foot-and-mouth disease is starting to have international, even 
worldwide, effects. The first confirmed cases of the disease 
have been found in cattle and sheep on the continent of Eu- 
rope; previous slaughterings in Europe were merely on suspi- 
cion, or were of livestock that had simply come from Britain 
and which thus might be carrying the virus. A case has also 
been found in Argentina. America has begun to impose con- 
trols on travellers from Europe, forcing some to walk through 
disinfectant, and, along with a number of other countries, has 
banned imports of meat or meat products from Europe. All 
this is on top of the more than 220 confirmed cases of the dis- 
ease in Britain, and the roughly 180,000 cattle and sheep that 
have been killed and burned in that country alone (see page 
59). It is not a pretty sight. 

Nor are the sounds associated with it any more pleasant. 
Ireland’s resources minister, Hugh Byrne, described Britain as 
“the leper of Europe” (see page 54). Since leprosy is now cur- 
able, that might be considered optimistic, though it is unlikely 
that he meant it that way. The other loudest sounds are of 
commentators criticising governments, especially Britain’s, for 
acting too slowly to deal with the disease, and of everyone in- 
volved—farmers, hoteliers, bar-keepers—starting a campaign 
for compensation from national governments or from the Eu. 
Are either of these noises justified? 


Slaughter, don’t subsidise 


The proper role for governments in dealing with a problem 
like foot-and-mouth arises from the very reason why the dis- 
ease causes so much fuss: the fact that it is highly infectious. 
On its own merits, the ailment ought not to cause politicians 
or bureaucrats to do anything more than offer advice on how 
to avoid or contain it. For it poses no danger to consumers, 
and merely makes animals a lot less productive. Its infec- 
tiousness, however, gives it the potential to make a lot of 
other animals less productive too, very quickly. So the care- 
lessness of one importer, say, can have consequences across a 
whole national industry and even around the world. 
Private operators cannot readily protect their herds and 
flocks from the carelessness of others. This produces a case for 
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government regulation—though not a cast-iron one. Private 
solutions such as insurance or mutual certification might 
work. But still, governments may be a cost-effective and 
trusted way to provide such certification and to bring care- 
lessness to light. So, in the event of an outbreak of the disease, 
governments are also well-placed to organise and enforce 
measures to limit the spread of the disease. 

Have they done that job well? If you are trying to prevent 
a virus from spreading, you had better do so quickly. That is 
why the continental European countries which immediately 
ordered the slaughter of animals merely on the ground of 
their national origin were acting more logically, if brutally, 
than those, like Britain’s, who largely waited to see. With 
hindsight, the British government may have taken too much 
time to trace and slaughter all the animals that had been 
shipped in recent months from the Northumbrian farm 
where the disease first broke out—a fault tacitly admitted by 
its decision on March 15th to slaughter 100,000 healthy sheep. 
And the fact that other governments have waited until this 
week to ban meat imports from Europe and tighten controls 
on travellers looks pretty lax. If such controls make any sense 
at all, they should have been imposed straight away. 

But what of compensation? The case for that is far weaker. 
After all, plenty of people and companies suffer from the 
misfortunes of others without expecting money from the gov- 
ernment. The dotcom collapse has hurt thousands of other 
firms. Steel firms may have sudden losses because of ex- 
change-rate movements. Bank failures may suddenly deprive 
other companies, and other banks, of the oxygen of credit. 
Neither farmers, nor those involved in tourism or sporting 
events, should have any right to special treatment. Gov- 
emments can and should step in when a malaise threatens to 
damage the whole economic system, but not otherwise. The 
right way to protect farmers is insurance, not subsidy. 

That is not the way Europe's agricultural policy works to- 
day, nor indeed the farms policies in many other countries. 
But it should be. If farmers are poor, then they should be 
helped like others in poverty. But if they are merely tempo- 
rarily loss-making businesses, they should be treated like oth- 
ers of that sort: with sympathy, but not subsidy. 
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No excuses 


America’s economy looks less of a role model than it used to, but that is no reason 
for European governments to scrap plans for structural reform 


‘HE governments of the European Union have long been 

lectured by economists on the need to make their markets 
for goods and labour more like America’s. That is the way, the 
sermon goes, to boost growth and jobs. And they believed it. 
A year ago, at their Lisbon summit, eu leaders promised to 
change their policies and make the ev “the most competitive 
and dynamic knowledge-based economy in the world”, Back 
then, America’s economy was growing almost twice as fast as 
Europe's. Today, it isn’t. Will this lessen Europe’s zeal, such as 
it is, for economic liberalisation? 

L It could. America may yet slip into recession. As its tech- 
stock bubble bursts, European politicians may conclude that 
America’s economic miracle was partly mirage. With Europe’s 
economies now outpacing America’s, they might see less rea- 
son to get on with the promised structural reforms— 
especially since many of the reforms still pending are politi- 
cally challenging. 

Any such weakening of resolve would be a bad mistake. 
When eu leaders meet in Stockholm on March 23rd-24th, they 
will assess their progress on structural reform so far. Some 
progress has been made, but overall the record is disappoint- 
ing. All the more reason why governments must press on 

r with reforms and not allow America’s economic stumble to 
breed complacency. Another sermon is required. More than 
you might suppose, Europe still needs to make its labour and 

~ product markets more flexible and to open its economies to 
more competition. 

One reason is that even if the economies of the European 
Union enjoy faster growth this year than the United States, 
this will say nothing about their long-term growth prospects. 
Even if America’s boom has turned to bust, its more flexible 
economy will not only help it to recover from any recession, 
but will also continue to give America a big long-term advan- 
tage. The recent relative economic performance of Germany 
and France deserves attention in this regard. French employ- 


ment has grown twice as fast as Germany’s over the past four 
years (see page 76). It is no coincidence that France has done 
much more than Germany to free its labour markets; indeed, 
recent measures have arguably made Germany's labour mar- 
ket even less flexible. However, the French government is far 
from being a role model. It has dragged its heels on deregulat- 
ing the energy market, and its labour market still looks ar- 
thritic compared with America’s. 

Another reason why Europe cannot afford to shun reform 
is that productivity gains from investing in information tech- 
nology tend to be bigger in economies with flexible markets. 
America has made real gains in productivity that will survive 
its downturn. Inflexible labour and product markets hinder 
the movement of workers and capital that is needed toun 
lock productivity gains and raise living standards. i 


New solutions for old economies 


Last, but not least, if structural reforms boost jobs, this will 
help to solve Europe’s looming pensions crisis. On present 
policies the ratio of retired people to workers in the Eu will- 
rise from 0.7 in 2000 to 1.1 by 2030, placing a huge strain on 
public finances. However, calculations by csrs, an invest- 
ment bank, show that if by reducing unemployment and by 
encouraging more people to join the labour force, employ- 
ment was lifted from the current 60% of the population of 
working age to 75% (as in America), the old-age dependency 
ratio would rise much less sharply, from 0.7 to 0.9. Combined 
with a modest increase in the average retirement age, this 
would be enough to hold the dependency ratio steady. 
Those are three excellent reasons not to backslide on re- 
forms. Europe’s jobless rate is currently double America’s. If 
unemployment starts to climb again over the next year, Euro- 
pean politicians will undoubtedly blame America’s slow- 
down. They would do better to accept that most of the blame 
lies with their own labour-market policies. 





A Balkan lesson in defence 


Europeans and Americans do best when they cover for 


each other, rather than fall out 


OT for the first time, armed clashes in the Balkans are in- 

jecting a welcome dose of military realism into petty po- 

litical squabbles between Europeans and Americans over 

£ who should be doing what in security and defence. Clashes in 
..the area where Macedonia, Kosovo and Serbia proper meet 

- are being watched over by a robust peacekeeping force, led 
by naro. Periodically the peacekeepers turn enforcers, to ap- 
prehend guerrillas; this week, they brokered a truce in the 
Presevo valley, in southern Serbia. But could the violence 
there and in the northern strip of Macedonia pose a serious 
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threat to peace in Europe? 

Until now it has seemed little short of miraculous, given 
the carnage elsewhere in the region over the past decade, that 
the delicate equilibrium between Macedonia’s Slavic majority 
and its growing Albanian minority has been maintained. For 
that, some credit must go to the quietly effective UN force that 
was deployed in Macedonia until 1998. But nobody should 
assume that Macedonia’s luck will hold. 

Although that country has recently had an admirable tra- 
dition of inter-ethnic co-operation at national level, it is al- 
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ways easier to be a provocateur than a peace-maker. That is 


‘the calculation of the National Liberation Army, an ethnic- 

Albanian guerrilla group that has pledged to turn Macedonia 

- into a sort of segregated binational state. There is always a risk 
that provocation will succeed where two communities, dis- 

“trustful of one another and separated by language and cul- 
ture, compete over poor economic pickings. There were omi- 
nous signs this week of the violence spreading. 

Compared with other Balkan crises that have simmered, 
and boiled over, in recent years, Macedonia’s is potentially 
even more serious, though by no means doomed to a tragic 
outcome. Its gravity lies in the fact that a breakdown in rela- 
tions between Slavs and Albanians in Macedonia could reig- 
nite conflict in other places where ethnic-Albanians live: not 
just in Kosovo and the Presevo valley, but in Montenegro and 
in Albania itself. The nightmare—cited in the past by Ameri- 
can officials as a reason for caring about the Balkans—is that 

-war in Macedonia could eventually drag in Greece and Tur- 
key, two NATO members, on opposite sides. 

One reason for hope that the worst can be avoided is that 
Macedonia’s Albanians, more than their cousins elsewhere, 
are prosperous enough to have some stake in stability. A cen- 
sus, duin April, will give a better reading of their weight in 
the population—perhaps 35%—and legitimate grounds for 
seeking greater political rights by peaceful means. 

Then there is the help that Americans and Europeans can 
provide. It so happens that it was the Americans, contrary to 

_ their gun-shy image, who bore the brunt of the first open 





Scrap affirmative action 


The new census figures show that America is an increasingly multiracial 


society. It is time to end affirmative action 


HE latest census of the United States reveals a society in 

the grip of a demographic revolution (see page 35). The old 
black-and-white America that produced the tragedy of black 
oppression and the glory of the civil-rights movement is giv- 
ing way to a more complicated country—in which browns are 
as numerous as blacks, and in which some 7m people say 
they belong to more than one race. Herman Melville’s ob- 
servation that an American is a man who has the blood of the 
whole world flowing in his veins is now truer than ever. 
America boasts a vigorously growing population, while Eu- 
rope and Japan do not. And it boasts a young population that 
is increasingly indifferent to old racial stereotypes and divi- 
sions. But the transformation should also be the spur for some 
hard thinking about the policy of affirmative action. 

Affirmative action was the product of a country that was 
sharply divided between blacks and whites—between the de- 
scendants of former slaves and a white population that, with 
varying degrees of culpability, had helped to do blacks down. 
Blacks had been held back first by slavery, then by Jim Crow 
laws, and finally by countless informal restrictions about 
where: they could live and whom they could date. So they 
needed to be given special consideration, first in the form of 
federal contracts in construction, then in the form of lower 
standards in university admissions. 

The Economist supported affirmative action for blacks 
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gun-battles between naro and the ethnic-Albanian militants 
earlier this month. That usefully shows all-comers that NATO's 
will to quash extremism is shared by its strongest member— 
and at a time when some Europeans are blaming America for 
condoning ethnic-Albanian chauvinism. 


Not for sissies 


But if Europeans are to be serious about defence, they need to 
realise that it is not politically realistic to expect American sol- 
diers to take the lead in all the messier bits of Balkan peace- 
keeping. European soldiers, with more experience-of inter- 
communal conflict, should be doing the hardest work on the 
ground, with the Americans acting as a quiet but well-armed 
deterrent back-up. Similarly, Americans need to realise that 
peacekeeping is vital work, and not for sissies. 

Both will need to avoid the temptation of buck-passing or 
recrimination if the going does get tough. Politicians in Eu- 
rope felt profoundly reassured by the recent pledge from 
Colin Powell, America’s secretary of state, that Americans and 
Europeans would go “in together and out together” in their 
Balkan peacekeeping mission. With Macedonia on the brink, 
the Bush administration still finding its foreign-policy feet, 
and hackles raised in Washington by some European leaders’ 
aspirations to self-sufficiency in defence, European gov- 
ernments should be extra-careful to pull their full weight in 
the Balkans. There, as in most dangerous situations they may 
confront, a sensible division of labour between Europeans 
and Americans can make all the difference. 
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then; it was less happy about its relentless extension to other 
groups, such as Latinos, Asians, Pacific Islanders and, with the 
least justification of all, to women. Recently we have argued 
that preferences, if any, should be based on class, not colour 
or gender. But regardless of your views or ours, America’s 
changing demographics prompts a hard choice. Should affir- 
mative action be kept just for its original beneficiaries—the 
descendants of slaves? Should it be extended to all “people of 
colour”? Or should it be scrapped? 


Too little help, too much complexity 


Restricting affirmative action to blacks would seem to have 
the advantage of focusing the benefits on a set of people who 
have suffered an undoubted wrong. But it gets tricky in prac- 
tice. What about a Ugandan immigrant who happens to be 
black but never suffered Jim Crow? Or what about people 
like Tiger Woods—people who claim to belong to more than 
one race? Poor Latinos might ask why their children are being 
held to higher academic standards than the children of black 
doctors. And a wide array of other groups could legitimately 
ask why they were being denied the fruits of preferential 
treatment: Chinese-Americans whose ancestors were treated 
like chattels; Japanese-Americans, whose ancestors were in- 
terned during the second world war; and native Americans 
whose ancestors were robbed of their land and their dignity. 
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LEADERS 


Given these difficulties, most supporters of affirmative action 
now choose the second option: extending the programme to 
include all minorities. The fashionable justification is that af- 
firmative action is no longer making amends for past ills but 
instead creating diversity. University officials say it creates a 
“more positive” learning environment. 

But the practical problems of this approach are obvious. 
The “diversity” argument transforms the potential beneficia- 
ries of “affirmative action” from a distinct minority, which 
makes up about 12% of the population, into 30% (if you only 
include minorities) or two-thirds (if you include women, as 
many would expect). And, of course, you need a small army 
of diversocrats to judge just how much “diversity” particular 
people will bring to America’s institutions. 

This is not just wasteful and impractical but funda- 


mentally illiberal. Why should ethnic categories that never 
made much sense in the first place (neither Latinos nor 
Asians constitute a “race” anywhere outside America), and 
which are becoming less relevant by the day, be accorded 
more importance than individuals? And the assumption that 
minorities will never succeed without special treatment is 
condescending and wrong. Indeed, the logic behind campus 
diversity is disturbingly similar to that behind racial profiling: 
you are identified by your group, not your character. 

Over the past quarter-century, affirmative action has 
helped many people. Now it is mutating into a monster that 
perpetuates the very problems that it was designed to solve. It 
is no coincidence that California, the most ethnically diverse 
big state in the country, was the first to take the third option— 
scrapping it. The new census is a prompt for others to follow. 





Britain off the rails 


Britain’s model for privatising its railways has been a failure, which makes the 
government's attempts to repeat the error on the Tube look especially odd 


HERE is nothing quite so bad for the blood pressure as sit- 

ting on a stationary train, and Britain has developed a 
nasty case of hypertension over the past six months. Ever 
since a crash at Hatfield in October which killed four people, 
the railways have been in chaos. Trains are running at pre- 
second-world-war speeds, and, despite revised time-tables, 
arriving hours late. Hundreds of speed restrictions are still in 
place across the network. The politicians, the regulator, the 
train operating companies and the track-and-signals com- 
pany all blame each other. 

For the country that built the first railway, this is all par- 
ticularly galling. We invented them, dammit: why can’t we 
run them? There is plenty of scope for interesting but not ulti- 
mately very useful debate about social attitudes and indus- 
trial decline; a more immediate culprit is the way in which 
the railways were privatised five years ago. The Conservative 
government, with an election approaching, rushed into a 
scheme that divided British Rail into 25 train operating com- 
panies on short-term franchises. The track, signals and sta- 
tions were owned by another company, Railtrack. This struc- 
ture, the theory went, would allow operating companies to 
run competing trains on the same bit of track. 

That never happened; and while the expected benefits of 
this structure never manifested themselves, the costs became 
increasingly apparent. Railtrack and the operating companies 
squabbled constantly. Railtrack’s power over the operating 
companies meant it had to be tightly regulated, so 90% of its 
income from track access charges was fixed. It therefore had 
no incentive to invest in growth. The service has, in conse- 
quence, deteriorated—a problem exacerbated by an economic 
boom and rocketing passenger numbers. 

Since Labour came to power, it has made the problem 
worse by over-regulating the industry and interfering hap- 
hazardly. The boundaries between the responsibilities of the 
Rail Regulator, the Strategic Rail Authority and the Depart- 
ment of the Environment and Transport are so unclear that 
the industry’s three overseers, which all have conflicting pri- 
orities, jostle for power. Railtrack’s plummeting credit rating 
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and share price are due not only to investors’ worries about its 
management but also to concerns about its relationship with 
its regulators. In its weakened state, Railtrack cannot raise 
enough money to meet the railways’ investment needs. 

Nor has the government tried to sort out the central flaw 
in the rail industry’s structure—the division of track and 
trains. Indeed, its plans for London’s Tube repeat the error. 


Only reconnect 


London Underground has long been a source of misery to the 
capital’s residents. They visit foreign cities, and wonder at 
metro systems with clean trains that arrive regularly and fre- 
quently. A government that provided anything approaching 
such a paragon would win the hearts of Londoners—and se- 
cure some of the capital’s 20-odd marginal seats, too. 

Yet the government has managed to come up with a 
scheme that everybody—not just Ken Livingstone, London’s 
mayor, but pretty much all the industry experts who have 
looked at it—hates. The “public-private partnership” envis- 
ages three private infrastructure companies to run the track 
and signalling for 30 years, while publicly-owned London 
Underground would operate the trains. And the reason the 
scheme has aroused such hostility is that everybody thinks 
that it would make the Tube as unmanageable as the rail- 
ways. As the row reaches a climax (see page 58), it looks as 
though the government, more out of fear than of good sense, 
may be preparing to abandon its daft scheme. 

Which would still leave open the question of what to do 
about the railways. Simplifying the regulation of the industry 
would help—the railways should have one master, not 
three—but would not solve the problems created by the sepa- 
ration of the track and the trains. The answer is to join them 
up again. Some of the train operating companies seem in- 
clined to do just that. They are talking to Railtrack (see page 
57) about taking over responsibility for the track in their areas. 
The government could hinder this process, or help it along— 
which is what, if it has any sense, it will do. 
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CHINA, AMERICA AND JAPAN 


The uneasy triangle 


The rise of China, the weakness of Japan, and a new spirit of 
robustness in Washington are prompting new tensions 
among the Pacific’s three great powers 


ARCH is Asia month in Washington. 

Last week, South Korea’s president, 
Kim Dae Jung, paid a visit, and this weekend 
one of China’s most senior officials, Qian Qi- 
chen, flies there for what will almost cer- 
tainly be the highest-level contact between 
America and China until late this year. Mr 
Qian, who is now a deputy prime minister, 
served for many years as China’s foreign 
minister, and now oversees his country’s re- 
lations with the outside world and its policy 
towards Taiwan. In the course of a week he 
will see everyone in Washington who mat- 
ters to China, from the president down. 

Yet already there is awkwardness. Ja- 
pan’s prime minister, Yoshiro Mori, will also 
be in town. Although he is so deeply unpop- 
ular at home that he will soon step down 
after barely a year in office, Mr Mori is never- 
theless being whisked over, at American in- 
sistence, so that he can visit the White House 
ahead of Mr Qian. This will underline to the 
Chinese that the new administration is seri- 
ous about tilting its priorities away from 
China and back towards its old ally, Japan. 

It is a delicate moment. Less than two 
months into the job, the new American ad- 
ministration is still reviewing its Asia poli- 
cies from top to bottom. The balance be- 
tween moderates like Colin Powell, the 
secretary of state, and hawks—his own dep- 
uty, Richard Armitage, 

Donald Rumsfeld, + A 
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the defence secretary, 
and Condoleezza Rice, 
the national security ad- 
viser—has yet to be 
struck. Not least, nobody 
knows how President 
George Bush’s mind works 
on the subject. 

During the presidential 
election campaign Mr Bush 
made much political capital out of the Clin- 
ton administration’s friendliness with 
China, encapsulated in the phrase “strategic 
partnership”. The idea, first expressed by Bill 
Clinton and Jiang Zemin, China’s president, 
at their 1997 Washington summit, was de- 
veloped a year later when Mr Clinton went 
toChina, the first visit by an American presi- 
dent since the Tiananmen massacre in 1989. 
Mr Bush has rejected the term; instead, he 
describes China as a “strategic competitor”. 


More aggressive attitudes 


The president has yet to spell out precisely 
what that phrase means. Looked at one way, 
it is a statement of the obvious. Amer- 
ica and China have a raft of deep dis- 
agreements on, among other things, 
Taiwan, human rights, intervention, 
missile defence and the stealing of nu- 
clear secrets. Although they share some 
interests, including an aversion to funda- 
mentalist Islam and, increasingly, a commit- 
ment to free trade, on most strategic issues 
China and America are still on opposite 
sides. To talk of “strategic partner- 
ship”, on this interpretation, is mis- 
leading at best, dangerous at worst. 
Mr Bush’s phrasing could be nothing 
more than a useful rhetorical corrective. 

Or does something more substantial lie 
behind it? The use of a loaded term like 
“competitor” can, after all, be self-fulfilling, 
and there have always been powerful lob- 
bies, both in China and America, which be- 
lieve that the two countries are destined to 
be enemies, perhaps even to fight. Over the 
past two decades, China’s relations with 
America have seen some warm spells and 
many icy patches. Tiananmen marked the 













coolest point, but there have 
been others: in 1993, when 
China blamed America 
for its failure to win the 
2000 Olympics; in 1996, 
when China lobbed 
missiles close to Taiwan 
and America sent two 
aircraft-carrier battle 
groups to signal its con- 
cern; and in 1999, when 
NATO aircraft bombed 
China’s embassy in Bel- 
grade. Could Chinese- 
American relations be 
heading for another freeze? 

There is some reason to 
think so, reckons David Sham- 
baugh, a professor at George Washington 
University. He foresees, within the next few 
months, a series of spats between the world’s 
most powerful nation and the one that aims 
to succeed it. “This is a government with a 
very different view of China,” he says. “It 
sees China as a rising power that needs to be 
bounded and checked.” 

In recent days, that assessment has 
seemed shrewd. On March 6th, China an- 
nounced an increase of 18% in its defence 
budget, the biggest for 20 years. This shat- 
tered the target set by the five-year plan that 
has just expired, which called for increases 
in real terms of 10% year-on-year. Boosts of 
that size were already quite enough to worry 
China’s neighbours, especially Taiwan, 
which knows that most of China’s new 
weapons will point in its direction. 

Other rumblings have also been heard. 
In its most recent defence white paper, 
published last October, China clearly 
identified America as its principal 
threat. The deputy chief of 
staff of the Chinese army 
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has given warning since then that “the forces 
of war, hegemony and power-politics are 
increasing”. In July, China and Russia are ex- 
pected to sign a Treaty of Friendship, partly 
to thumb their noses at America: it will be 
their first since the Sino-Soviet split in the 
late 1950s. China constantly tries to keep 
America out of regional forums by support- 
ing Asian groupings, which exclude it, rather 
than pan-Pacific ones. It has even set up its 
own version of Davos, at Boao on Hainan is- 
land. No Americans were invited. 

China, of course, argues that it is merely 
responding to American assertiveness—as 
shown in the Kosovo war, or in recent Amer- 
ican defence accords with Mongolia and 
Kazakhstan, or by the plans to construct a 
national missile defence (Nmp). China fears 
NMD is squarely aimed at its own limited 
nuclear arsenal of about 25 missiles, which it 
has hinted it could use against 
Los Angeles if America at- 
tempted to frustrate an inva- 
sion of Taiwan. But to many in 
Washington and East Asia, 
China’s spending plans smack 
of escalation. It is against this 
prickly background that Mr 
Qian is going to Washington. 

The first public row has al- 
ready occurred, with America’s 
announcement that it will 
sponsor a UN resolution later 
this month condemning 
China’s record on human 
rights. The second may come 
during Mr Qian’s visit. He 
wants to secure a state visit by 
Mr Bush, either before or after 
the Shanghai meeting of APEC, 
the 21-nation Asia-Pacific 
Economic Co-operation group, 
which is likely to be the first oc- 
casion on which Mr Bush and 
Mr Jiang will meet. apec is not 
until November, but Mr Bush 
will not have completed the 
rounds of his allies by then, and China will 
probably be told to wait. This will be taken as 
a serious snub, 

Other irritants are on the way, such as 
the fury China will vent on America if Beij- 
-ing fails to win the 2008 Olympics, or the 
stormy congressional debate over China’s 
most-favoured-nation trading status (MFN), 
which is due in May. Despite the agreement 
on permanent normal trading relations 
(pnTR) that was passed last year, the annual 
MEN squabble will not go away until China 
joins the World Trade Organisation. 























The Taiwan question 

According to Joseph Nye, an old China hand 
who is also the dean of the Kennedy School 
at Harvard, these problems ought to be man- 
ageable. Mr Nye notes that, so far at least, the 
disagreements have been rhetorical rather 
than practical, and that there have been 
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emollient as well as abrasive remarks. For in- 
stance, Mr Powell went out of his way to 
stress America’s adherence to the “one 
China” principle, which rules out American 
recognition of Taiwan. He, and other senior 
officials, including the vice-president, have 
insisted that China, though it may be acom- 
petitor, is not an adversary, and must not be 
allowed to become one. 

Yet Taiwan is notso easily dealt with. Ev- 
ery April, in line with the 1979 Taiwan Rela- 
tions Act, the administration announces 
how it plans to supply Taiwan with the 
weapons it needs to defend itself. Now that 
China is vigorously building up its forces, 
Taiwan wants more and better. It can point 
in particular to China's deployment of m-9 
and m-u1 short-range ballistic missiles on 
the Fujian coast (300 now, compared with 
about 20 a decade ago); to the stationing in 





equipment fall into Chinese hands. 

What will Taiwan actually get? There is 
clearly pressure from the Republican right in 
Congress, as well as the China hawks in the 
administration, to reverse Mr Clinton’s ten- 
dency to deny Taiwan the most advanced 
weaponry for fear of damaging relations 
with the mainland. Henry Hyde, the Repub- 
lican whochairs the House International Re- 
lations Committee, has already said that 
“long-delayed arms sales will be approved” 
this time. One insider goes further: “China is 
going to be very upset,” he says. 

Taiwan still looks unlikely to get the Ar- 
leigh Burkes: but it will probably be given a 
package of hardware which offers some of 
the same capabilities, and which will in- 
volve America in much more training of, and 
help for, Taiwan’s armed forces. That, it is 
said, will be the price for Congress with- 
drawing the proposed Taiwan 
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Security Enhancement Act, 
which seeks to make the de- 
fence ties even tighter. “The idea 
is that the administration will 
implement the act by executive 
action,” says one source. An- 
other possibility, says Bates Gill 
of the Brookings Institution in 
Washington, is that Mr Qian 
will politely be told that if 
China continues the build-up 
on its side of the Taiwan Strait, 
America will consider itself free 
to supply Taiwan with Aegis. 


How serious a threat? 


China’s figures for defence 
spending seriously underesti- 
mate the reality. They exclude 
army pensions, the cost of run- 
ning the 600,000-strong Peo- 
ple’s Armed Police (un-bobby- 
ishly armed with tanks and 
artillery), and military Rap. The 
official figure, now raised to 


Number 
of troops 








Fujian of squadrons of su-27 Russian-built 
fighters; and to China’s acquisition of Rus- 
sian Sovremennyy-class destroyers. 

This year, Taiwan wants pAc-3 upgraded 
Patriot anti-missile systems, the yros data- 
link system to tie its F-16 fighters to its air- 
borne early-warning Hawkeyes, and Kidd- 
class destroyers with advanced ship-to-air 
missiles. Above all, it wants Arleigh Burke- 
class destroyers fitted with Aegis, a battle- 
management system that picks up incoming 
ballistic missiles, ships and planes and can 
track more than 100 targets simultaneously. 
China, thinks Paul Beaver of the Jane’s de- 
fence group, would see this as a big step to- 
wards setting up a theatre missile defence for 
Taiwan, perhaps even as a pledge to defend 
Taiwan in the event of an invasion. China 
has never ruled out such an invasion as a 
way of “reunifying” its divided territory. 
America could not risk letting any of its prize 


$17.2 billion, probably needs to 
be multiplied by at least three. China’s mili- 
tary budget is already comparable to Japan’s, 
and is rising much faster. 

But China has to stretch its money much 
further than Japan does, not least to the In- 
dian border. India’s defence minister cites 
China, not Pakistan, as India’s number-one 
enemy: a reminder of the fact that China has 
no allies, and almost no friends. The bulk of 
China’s defence budget will go on increased 
salaries, leaving perhaps $1 billion a year that 
can be spent on foreign equipment. 

Taiwan, though, can afford to spend at 
least twice that, although there are concerns 
about its ability to use what it has already ac- 
quired. The Taiwanese air force has crashed 
several of its new F-16s, and needs more 
practice at submarine-hunting and block- 
ade-breaking with its American destroyers 
and frigates. But the International Institute 
for Strategic Studies in London reckons the 
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Chinese air force and army are much less 
well-trained; China’s pilots get few flying 
hours over water, for fear they will defect. 

Most analysts believe that Taiwan could 
easily repel a full-scale invasion, even with- 
out American help. Missile attacks, however, 
are another matter. Nothing the Taiwanese 
can get from America would completely 
eliminate that threat. China has mostly re- 
frained from sabre-rattling since the election 
last year of Taiwan’s new president, Chen 
Shui-bian, whose party has always inclined 
towards Taiwanese independence. But re- 
cently there have been growing signs of Chi- 
nese irritation at the slow pace of progress 
towards talks about reunification. 


The Japan card 


The flip side of Mr Bush’s “strategic compe- 
tition” with China is a proposed new close- 
ness to Japan. But this, too, is fraught with 
difficulties. It is not at all certain that Japan 
is able to take the strain, or even that it is 
really willing to try. 

Not that the attention is wholly 
unwelcome. Japan has been smart- 
ing for the past few years at whatit 
sees as serious American neglect. 
Officials were especially disap- 
pointed with Mr Clinton’s sec- 
ond term in office. When not ha- 
ranguing the Japanese for 
economic mismanagement, 
protectionism or aggravating 
Asia’s economic problems, the 
Clinton administration was look- 
ing past Japan to its new strategic 
partner, China. In June and July 1998, 
Mr Clinton spent more than a week 
there without stopping off to brief the 
Japanese, the sort of insult not easily for- 
gotten. China received far more praise from 
the Americans for trying to stem the Asian fi- 
nancial crisis of 1997-98 than Japan did, 
though Japan spent far more. 

No one can accuse Mr Bush of being ne- 
glectful. His administration is peppered 
with Japan experts, such as Mr Armitage at 
the State Department, Mr Bush’s economic 
adviser, Larry Lindsey, Torkel Patterson, an 
adviser on Asia to Ms Rice, and Jim Kelly, 
whowill handle East Asia for Mr Powell. Un- 
der Mr Armitage’s influence, their inclina- 
tion is for a much closer relationship with Ja- 
pan, based on a more effective military 
alliance. 

This echoes long-standing American 
calls for Japan to shoulder more of the de- 
fence burden in Asia, where America main- 
tains 100,000 troops. Just over 40,000 of 
these, the largest share, are in Japan. They are 
heavily concentrated in Okinawa, where 
they serve as a focus for much anti-Ameri- 
can protest. 

Mr Armitage particularly wants Japan to 
revise its constitution, which renounces war, 
in order to play a more active role in collec- 
tive self-defence. He argued this in a biparti- 
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san paper last year, written with Mr Nye 
(published by the National Institute for Stra- 
tegic Studies), which is now taken in Asiaasa 
portent of things to come. Strikingly, it warns 
that “major war in Europe is inconceivable 
for at least a generation, but the prospects for 
conflict in Asia are far from remote.” The aim 
of the Japan-firsters is nothing less than to 
turn Japan into an Asian equivalent of Brit- 
ain: America’s most dependable ally and 
closest associate in a whole region. 

This is not the first time the policy has 
been tried. It was attempted in Ronald Rea- 
gan’s second term, but little came of it. 
George Bush senior attempted a “global 
partnership” with Japan, which fizzled out 
in the Gulf war. Mr Clinton’s 1996 joint dec- 
laration on security with Japan, before he 









began the tilt towards China that culmi- 
nated in his trip to Tiananmen Square, 
yielded a new set of defence guidelines that 
tightened American-Japanese co-operation 
a bit. But it could not hide the awkward fact 
that, if America finds itself fighting over Tai- 
wan or South Korea, Japan’s 60 destroyers 
and its 200 or so fighter planes will be con- 
stitutionally required to stand idle. It is not 
even completely certain, some analysts 
worry, that Japan will allow America to use 
its own Japanese bases. 

Mr Bush’s latest overtures have had a 
cold reception in Japan. Neglect may be bad, 
but so is American overfriendliness, espe- 
cially when Japan is already on edgy terms 
with China. Chinese posturing in the South 
China sea, a still-unresolved dispute over 
the Senkaku islands, a mysterious spate of 
Chinese naval incursions into Japan’s wa- 
ters, and Japanese resentment at China’s al- 
leged lack of gratitude for aid money have 
added to the unease. Meanwhile, Japan’s 


growing bilateral trade deficit, a historically 
unprecedented level of unemployment and 
perennially low growth are fanning a chau- 
vinistic nationalism. China is regularly 
lashed by conservative Japanese politicians 
such as Tokyo’s governor, Shintaro Ishihara. 

Japanese diplomats also recall that the 
last time America tried to improve its rela- 
tions with Japan, in May 1996, China’s reac- 
tion was volcanic. Japan sees no sense in 
making an enemy out of its giant neighbour, 
as America, from a safer distance, sometimes 
seems inclined to. It is the volatility of Amer- 
ica’s relations with China that upsets the 
Japanese most. “The nightmare for Japan is a 
deterioration in relations between China 
and America,” notes Yoichi Funabashi, a 
leading commentator. “Then we would be 
forced to choose. America’s Japan-first pol- 
icy is not at all what we want. It broke down 
before. Japan cannot endure such pressure.” 

Still, there is some shift. Ten years ago, 
even the mention of constitutional re- 
form was taboo. Now, a parliamen- 
tary panel has begun to prepare 
some of the groundwork, although 
its work is likely to take many 
years. Signs of a new national as- 
sertiveness are everywhere: in 
1999, for instance, the govern- 
ment gave official standing to 
the national flag and anthem. A 
growing number of people want 
Japan to become a “normal” 
country, free from the restraints 
that have made it, since the war, 
such a passive figure on the world 
stage. 
But whether this really adds up to 
a confident, outward-looking Japan, 
politically and economically ready to 
play a more active role alongside America in 
Asia, is another matter. For a start, no one in 
Japan has much time for foreign-policy ob- 
jectives just now. The economy, having only 
just clawed its way up from recession, is back 
on the brink. The stockmarket is at a 16-year 
low; the finance minister speaks of “col- 
lapse”. The ruling Liberal Democratic Party is 
weaker than ever. It is looking for a new 
leader, its ninth in ten years, and many, even’ 
within the party itself, believe it is only an 
election away from political oblivion. 

The danger with a Japan-first policy is 
that Mr Bush, like so many of his predeces- 
sors, will soon grow frustrated with the limi- 
tations imposed by Japan’s domestic poli- 
tics. That has always been the pattern in the 
past. Another striking pattern is that new 
presidents all begin by talking tough about 
China, and all end up mesmerised by the 
dragon. Mr Clinton, after all, came into office 
promising to end his predecessor’s policy of 
“coddling dictators”. Yet he ended up in 
“strategic partnership” with them, and 
snubbing Japan. It would be no surprise to 
see that happen again. 
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Cattle fever 








As foot-and-mouth dis- 
ease swept Britain, the gov- 
ernment claimed it was under 
control. Some cases were dis- 
covered in France. The eu 
banned movement of live ani- 
mals from that country. Can- 
ada and the United States 
banned all meat imports from 
the gu. Argentina admitted to 
its first case. 





Clashes in Macedonia be- 
tween ethnic-Albanian guerril- 
las and police spread across 
the country. Fighting in a sub- 
urb of Tetovo, the country’s 
second-largest city, left at least 
| one dead and another 13 
wounded, most of them po- 
licemen. Meanwhile, hundreds 
of Yugoslav soldiers moved, 
with NaTo’s permission, into a 
buffer zone on the border 
with Kosovo to quell similar 
fighting involving ethnic Alba- 
nians there. 


_| Italy’s parliament was dis- 
| solved for an election on May 
| 13th. The pollsters’ favourite: 
centre-right Silvio Berlusconi, 
| over the centre-left’s Francesco 
| Rutelli. 





French municipal elec- 
tions failed to produce the 
“pink wave” that pollsters had 


for the centre-right either—ex- 
cept that the extreme right 
failed miserably. 


Just before Chancellor Ger- 
hard Schröders visit to Wash- 
ington, German companies 

| came up with promises of 
enough money, about 30% of 
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expected. But no clear comfort | 












the total needed, to complete 
a $2.3 billion fund to compen- 
sate people forced into slave 
labour by the Nazis. 


After curious manoeuvres, a 
parliamentary vote of no con- 
fidence in Russia’s prime 
minister got nowhere. Presi- 
dent Vladimir Putin left the 
squabblers to themselves and 
took off for a mountain resort; 
“to polish a big speech,” said 
aides. The one he will give to 
an gu summit in Stockholm 
on March 23rd? 


A matter of face 





In a face-saving move for Ja- 
pan’s embattled prime minis- 
ter, Yoshiro Mori, it seems 
likely that he will stay on until 
he has had summit meetings 
with the American and Rus- 
sian presidents. However, once 
the budget has gone through 
parliament, Mr Mori will 
probably go. 


India’s ruling coalition was in 
disarray after a number of 
politicians and bureaucrats 
were named in a bribes scan- 
dal. Bangaru Laxman resigned 
as president of the sje, the 
main party in the coalition, 
but said allegations against 
him were “baseless”. 


China said it hoped that-the 
United States would abandon 
its plan to build a missile 
shield but was willing to dis- 
cuss the issue to “narrow our 
differences”. North Korea, 
smarting over criticism of its 
government by President 
George Bush, called the missile 
plan a “blatant challenge”. 


| 





| 





POLITICS THIS WEEK 


Afghanistan’s ruling Taliban 
expelled Kate Clark, a spe 
correspondent, for reporting 
criticism of the destruction of 
the country’s Buddhist statues. 


. Uganda's “no-party” 


Yoweri Museveni was re- 
elected in Uganda’s “no- 
party” presidential poll with 
nearly 70% of the vote. Most 
observers thought that the re- 
sult largely reflected voters’ 
wishes, but the president's 
chief challenger, Kizza Besigye, 
refused to accept it, claiming 
intimidation and fraud. 


Burundi's defence minister 
said that 200 rebels and 20 
government soldiers had been 
killed in two weeks of battles 
in a suburb of Bujumbura, the 
capital. 


Southern African govern- 
ments removed the chairman- 
ship of their regional defence 
body from Zimbabwe's Presi- 
dent Robert Mugabe. In future 
it will be held on a rotational 
basis. 


Up to 80,000 people have 
been displaced by floods in 
Mozambique. So far, 52 
people have been killed. 


A British charity, Christian 


| Aid, accused Sudan’s govern- 


ment of systematically depop- 
ulating oil-rich areas to allow 
in international oil companies. 
The charity's report says tens 
of thousands of people have 
been displaced. 


Welcoming Iran’s President 
Muhammad Khatami to Mos- 
cow, Russia confirmed that it 
would resume conventional 
arms sales to Iran, and also 


| help it to complete a nuclear- 


power plant. The United 
States called on Russia not to 
supply advanced conventional 
weapons to Iran. In the past, 
Russian companies have been 
accused of helping Iran to 
build increasingly long-range 
missiles. 



































Fearing bomb attacks in Is~ 
rael, the Israeli army sealed 
off several West Bank towns. 
After reports of people dying 
on their way to hospital, some 
of the blockades began to be 
eased. 


Friendly fire 


Five American soldiers and a 
New Zealand major were 
killed in an accidental 
bombing by a us Air Force 
jet in Kuwait. 


President Bush retreated from 
a campaign promise to regu- 
late American power plants’ 
carbon-—dioxide emissions. 
He wants to increase domestic | 
energy production. 


The new United States cen- 
sus, for 2000, showed the 
country’s fast-growing Latino 
population nearly overtaking 
blacks. Nearly 7m people said 
they belonged to more than 
one race. 


r 


The Zapatist rebels, under 
Subcomandante Marcos, ar- 
rived in Mexico city. There 
they planned to stay until 
Congress passed a bill allow- 
ing more autonomy for Mex- 
ico’s Indians. They refused 
however to enter discussions 
with congressmen. 





A judge in Argentina over- 
turned the country’s amnesty 
laws, which had allowed 
members of the armed forces 
to escape prosecution for hu- 
man-rights abuses that were 
committed during the years of 
military rule. 
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Pursued by a bear 





Stockmarkets around the 
world tumbled. America’s 
high-tech Nasdaq Composite 
| index fell below 2,000 for the 
first time since December 1998 
as profit warnings and other 
bad news pushed down 
shares in high-tech compa- 
nies. The Dow Jones Industrial 
| Average suffered too—a dis- 
turbing new development. Eu- 
rope’s and Japan’s stockmark- 
ets also crumbled. 


America’s slowing economy 
claimed victims at Cisco Sys- 
tems, a vast communications- 
equipment company. The firm 
announced the lay-off of up 
to 5,000 full-time and 3,000 
temporary workers from its 
staff of 44,000. 


| Ericsson, a giant telecoms- 
equipment maker, issued a 
profits warning, causing its 
shares to plummet 20%. Flag- 
ging handset demand also hit 
Motorola, America’s mobile- 
equipment leader. It said that 
7,000, jobs would go in addi- 
tion to the 11,000 announced 
since December. 


| Siemens, a huge German en- 
gineering and telecoms-equip- 
ment maker, issued a profit 
warning. It blamed falling de- 
mand for memory chips, a big 
earner. The European com- 
pany’s news followed similar 

| bad tidings from America’s big 
chip makers. 


| Razorfish, a once high-flying 
American Internet consul- 

tancy, was said to be planning 
more job cuts. It recently shed 





| 20% of its staff of 1,800. 
MarchFirst, another web 

consultancy, lost three leading 
executives. 


Cable & Wireless, a for- 
merly somnolent British tele- 
coms company, said that it 
would cut 11% of its work- 
force—some 4,000 employ- 
-ees—over the next year and 
that profits would be below 
its own forecasts. The com- 
pany’s shares fell 20%. 


Sage knew his onions 


Warren Buffett, dubbed the 
sage of Omaha for his stock- 
picking acumen, reclaimed his 
title after two bad years. The 
oracle’s reputation suffered 
when he declined to jump on 
tech-stock bandwagon; it was 
restored with the news that 
his Berkshire Hathaway in- 
vestment company had made 
profits of $3.3 billion in 2000, 
more than double the previ- 
ous year’s earnings. 


Prudential, a British life in- 
surer, agreed to acquire an 
American counterpart, Ameri- 
can General, for $20 billion- 
plus. Prudential described the 
purchase as “transforma- 
tional”. Investors thought the 
cost too high, transformed 
holdings into cash and wiped 
14% off Prudential’s shares. 


Smoking and health 


Derek Bonham, chairman of 
Imperial Tobacco, will step 
down from the board of 
GlaxoSmithKline, the 
world’s third-largest drug 
company, after pressure from 
executives at the company. 
They sensed a conflict of in- 
terest between his role at a 
cigarette company and his 
non-executive directorship at 
a firm that makes anti-smok- 
ing aids and drugs. 


Antitrust regulators and 
private-sector lawyers agreed 
in principle to establish a 
“global ees commit- 








tee”. The idea is to improve 
co-ordination among national 
competition authorities. 


An American bankruptcy 
court dismissed rival offers for 
Trans World Airlines leav- 


| ing the way open for a $742m 


bid for the bankrupt airline 
from American Airlines. 
American will become the 
world’s largest airline and 
control a large slice of the 
home market. 


BFGoodrich, an American 
aerospace and engineering 
company, won a contract 
worth-up to $3 billion to de- 
sign and make the main land- 
ing gear for Airbus Industrie’s 
new A380 “superjumbo”. 
European rivals did not lose 
out completely; Messier 
Dowty, a French firm, landed 
a less lucrative contract to 
supply the nose wheel. 


BAE Systems, a British de- 
fence and aerospace company, 
made its latest attempt to 
sidestep competing for valu- 
able defence contracts. The 
government reportedly re- 
jected a suggestion that it 
hand straight to BAE a con- 
tract for a £13 billion ($19 bil- 
lion) in-flight refuelling sys- 
tem. BAE has also tried to 
avoid competing with Thales, 
a French company, to supply 
aircraft carriers, and Vosper 
Thornycroft, a British ship- 
builder, for destroyers. 


EM.TV, a debt-ridden Ger- 
man Tv company, admitted 
that it was thinking about seil- 
ing the Jim Henson Com- 
pany, creator = n e Muppet 














BUSINESS THIS WEEK 








| nual rate in the fourth quarter, 


| hit a 16-year low. 





Show. The sale was said to be 
a condition of a rescue deal 
by Kirch Group, another 
German. tv outfit. It is un- 
likely that Kermit, Miss Piggy 
and the rest will fetch any- 
thing like the $680m that they 
cost. 


Deutsche Telekom's Ron 
Sommer and Klaus Esser, for- 
mer boss of Mannesmann, 
joined the ranks of managers 
undergoing investigation by 
German prosecutors. Mr Esser 
is accused of warming to the 
sale of his firm to Vodafone to 
secure handsome payoffs for 
his board and himself; Mr 
Sommer of undervaluing his 
company to ensure the success 
of a recent share offering. 


Mixed economy 

















Japan avoided slipping into 
recession. Its economy grew 
by a sluggish 0.8% at an an- 


giving growth of 1.7% for the | 
year to the end of December. 
Despite this, bankruptcy fig- 
ures for the year to the end of 
February set a record, the cur- 
rent-account surplus fell 64% 
in January and the Nikkei 225 


Turkey announced an econ- 
omic-recovery plan. The col- 
lapse of its exchange-rate pol- 
icy had forced it to drop an 
earlier imF-backed pro- 
gramme. The new package in- 
cludes privatisations:and 
banking reforms. The authori- 
ties showed they meant busi- 
ness next day, seizing control 
of Iktisat, a medium-sized 
bank. 
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| Japan's long goodbye A ~ 


TOKYO 


Yoshiro Mori, Japan’s prime minister, is at last on his way out. But Japan’s 


future remains worryingly obscure 


ECANNOT quite bring himself to say it 

out loud. But Yoshiro Mori is finished, 
and everybody knows it. On March 13th, Ja- 
pan’s prime minister confirmed that he was 
bringing forward the Liberal Democratic 
Party’s leadership election, which was due in 
September. As the Lpr dominates the co- 
alition government, whoever wins this race 
will alsoclaim the prime minister's job. Once 
the budget is through parliament, Mr Mori 
will then make his departure official, per- 
haps in early April. That, however, is all the 
party can agree on right now. Who will suc- 
ceed Mr Mori—and even how and when— 
remains as mysterious as ever. 

The how dictates the when. Mr Mori’s 
own route to the top, via a shady backroom 
deal among five party barons last April, 
made him deeply unpopular from the start. 
This time, the Lpr mustat least put on a show 
of democracy. But a by-the-book election, 
involving all 2.4m party members, would 
take more than a month to organise. That 
would leave little time to reverse the party’s 
dismal fortunes before July’s crucial upper- 
house election. So the party elders are push- 
ing to restrict the vote to the parliamentary 
party, plus one representative from each of 
the 47 prefectural chapters. Naturally, local 
bosses want a bigger say. But the larger the 
electorate grows, the longer it will take to fix 
the outcome. 

There is plenty to fix. Mr Mori’s 11 months 
in office have left the pp looking desper- 
ately split. Yawning policy differences be- 
tween the party’s conservative mainstream 
and liberal minority have already led to one 
attempted coup on Mr Mori’s watch, by a 
young reformer, Koichi Kato. Since then, the 
mainstream itself has split over Mr 


two candidates most likely to succeed him, 
Hiromu Nonaka, is from Mr Hashimoto's 
camp. The other candidate, Junichiro Koi- 
zumi, is from Mr Mori’s. 

The two men could not be more differ- 
ent. Mr Koizumi is all privilege and polish. 
After graduating from Keio, a posh Tokyo 
university, he followed his father (and his 
grandfather before him) into politics. Ac- 
complished and sophisticated—his interests 
span opera, classical music and kabuki the- 
atre—Mr Koizumi looks good on television 
and is popular with the voters, especially 
women. He even hasa reputation as abit ofa 
reformer, although his cowardly betrayal of 
his liberal allies in November’s failed coup 
has puta big dent in this. 

Mr Nonaka is a much more interesting 
character. He comes from Sonobe, a district 
in Kyoto known for its large population of 
burakumin, literally “village people”. This is 
a group that, like India’s untouchables, used 
to handle the jobs noone else would do, such 
as tanning, butchery and rubbish collection. 
Mr Nonaka himself left school at 15 to be- 
come a railwayman. Discrimination pushed 
him into local politics, where he eventually 
won his spurs breaking the Communist 
Party’s armlock on Kyoto’s municipal gov- 
ernment. The Lpr rewarded him with a seat 
in parliament. 

To voters, Mr Nonaka and his allies, 
among them Muneo Suzuki and Makoto 
Koga, are an intimidating bunch. Mr Suzuki 
comes from a rough working-class back- 
ground. Mr Koga, whom Mr Nonaka in- 
stalled as the Lpp’s secretary-general when 
he resigned from that post in December, is 
said to describe himself as a kawasujimono. 





Nonaka: man of the people 


This word is from the southern island of 
Kyushu, where Mr Koga’s father worked in 
the coal mines, and suggests a proud, rough, 
hard-drinking working man. The Lpr is just 
as intimidated by Mr Nonaka himself. His 
chief currency is information, especially the 
sort of information that puts politicians in 
hot water. He employs his black arts to gain 
advantage behind the scenes and, last No- 
vember, to put down Mr Kato’s rebellion. 
“Some flowers like the sunlight,” says one in- 
sider. “Others prefer the shade. Mr Nonaka is 
the latter variety.” 

It is still too early to tell for sure. But Mr 
Nonaka may soon have his time in the sun. 
Because he champions the poor, immigrants 
and other underdogs, he is close to the Bud- 
dhist-backed New Komeito party, the most 
important of the Lpp’s two coalition 





Mori’s future. One camp, led by a fac- 
tion headed by Ryutaru Hashimoto, a 
former prime minister (see chart), has 
worked feverishly to rid the party of 
the stunningly unpopular Mr Mori. 
The other, an alliance between Mr 
Mori’s own faction, and one jointly 
led by his policy chief, Shizuka Kamei, 
has been struggling vainly to prop up 
Mr Mori. Although Mr Mori is now 
going, the split remains. One of the 















Hashimoto 
101 


The battlefield 
LDP parliamentary-party factions 


Mori 
60 


Total: 345 


Source: Nihon Keizai Shimbun 


Eto-Kamei 55 
Horiuchi 42 
Yamasaki 23 
Kato 15 
Former Komoto 13 
Kono 12 
Undecided 10 
Independent 14 


partners. Komeito is supposed to be 
the party of “clean government”, and 
so has been especially upset by the 
lingering presence of Mr Mori, around 
whose cabinet swirl assorted scan- 
dals. Komeito is even threatening to 
abandon the coalition altogether. Mr 
Nonaka is probably the best man to 
patch things up. 

Party barons then hope to mend 
fences within the pp by offering Mr 
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Koizumi a plum job in Mr Nonaka’s new 
line-up, either as party secretary-general, or 
as foreign minister. The deal will be 
sweetened, it is hoped, by giving Mr Nonaka 
the job for just five months. He is, after all, 75 
years old,on the aged side even for Japan. Yet 
another party leadership election will then 
be held in September, after the upper-house 
election is out of the way. 

What this all might mean for Japan’s 
economy, which lurches from bad to worse, 
is anyone’s guess. Almost nothing is known 
about Mr Nonaka’s economic thinking. But 
some optimists hope he will appoint as his 
finance minister a younger reformer like Ya- 
suhisa Shiozaki as a sop to the party’s discon- 
tented youth, whoare frustrated by the Lpp’s 
rigid seniority-based system of promotion. 
Unlike Mr Mori, Mr Nonaka would also be 
his own man, and may return some wel- 
come control to Japan’s disturbingly chaotic 
politics and economy. 

In the meantime, there will be more drift 
and more muddle as Mr Mori limps on for 
another month or two. In the end, the LDP 
avoided the ugly scenes that had threatened 
the party's annual conference on March 13th. 
Outside, however, local party members 
were forlornly handing out leaflets, on 
which they had written, “The party is going 
to die.” The message is not getting through. 
| 





India 


Dotcom coup 


DELHI 


RAFT is a great leveller. A dozen years 

ago the Congress party lost a par- 
liamentary election largely because its lead- 
ers were accused of taking payoffs from Bo- 
fors, a Swedish arms manufacturer. Now in 
opposition, Congress is demanding that the 
government resign for getting mixed up in 
something similar. If the explanation is not 
satisfactory, says one Congress leader, “the 
government will have to go.” 

That still looks unlikely, though the ma- 
jority of the 19-member ruling National 
Democratic Alliance could dwindle to pre- 
carious levels if the scandal grows. One 
party, facing a state election, has already 
threatened to quit. The corruption is so bla- 
tant and the evidence of itso compelling that 
it will surely undermine the government's 
effectiveness, especially in reforming the 
economy, and may well damage perma- 
nently the prestige of its leading constituent, 
the Bharatiya Janata Party. 

The revelations are the fruit of under- 
cover work by tehelka.com, which calls itself 
“India’s most exciting news-views portal”. 
That may be the first understatement in dot- 








als a wine 
...and of investigative reporters 





com history. Tehelka, which means “sensa- 
tion”, got two reporters to pose as arms deal- 
ers peddling “fourth-generation thermal 
hand-held cameras” on behalf of a British 
company. The cameras and the company 





BEIJING 


ET again, China’s parliament, the Na- 

tional People’s Congress (npc), ended 
its annual plenary session this week by 
obediently passing every measure put to it 
by the country’s Communist leadership. 
There is no telling how much China might 
benefit from a legislature that sometimes 
dared to vote no. But to dwell only on the 
NPC’s spineless voting practices would be 
to risk missing how its role is, in quieter 
ways, changing and growing. 

After the past two decades of econ- 
omic reform and social liberalisation, Chi- 
nese society has become far more diverse, 
and that diversity—within limits—can be 
seen among the nearly 3,000 delegates to 
the nrc. Industry groups, health and envi- 
ronmental activists and even private entre- 
preneurs are finding it possible to take part 
and get their views across. Organised op- 
position to the Communist leadership is 
not tolerated, but strong opinions are. 
Newspapers and broadcasters, while re- 
maining under government control, must 
now battle for attention and are ranging 
further afield in search of interesting or 
controversial stories. 

“Our role as npc delegates must be to 
offer suggestions and, when necessary, to 





Debate in China, within strict limits 


make tough criticisms of wrong policies,” 
said Bai Tongshuo, vice-dean of Shanghai’s 
Jiaotong University and a member of 
Shanghai’s nrc delegation. Mr Bai had just 
emerged from a spirited exchange with Xu 
Kuangdi, who is mayor of Shanghai and a 
powerful member of the Communist 
Party Central Committee. After debating 
with Mr Xu on the need for the centre to 
yield more decisions to local education au- 





thorities, Mr Bai held court for local report- 
ers to elaborate on flaws in current policy. 

Alas, not all of the juiciest bits make it 
into print or on to China’s airwaves, but a 
good deal of substance does. Perhaps more 
important, such debate is heard by policy- 
makers, be they senior ones like Mr Xu or 
the mid-ranking officials from central 
ministries who sit in and monitor the NPC 
sessions of provincial delegations. Note- 
book in hand and wandering from session 
to session, one department head from the 
powerful State Development Planning 
Commission said that such feedback is not 
only heard but heeded. 

The inter-sessional work of the nrc is 
also changing in significant ways, notably 
in the business of preparing new legisla- 
tion. The nec works year round to hear 
views and draft laws and amendments. 
According to Chinese legal scholars, that 
work is becoming more professional and 
less ideological. 

But above it all hovers the nrc Stand- 
ing Committee, whose 134 members meet 
every two months and have ultimate con- 
trol over all procedure and legislation. 
Chaired as it is by Li Peng, who moved into 
the job after serving for ten years as China’s 
hardline prime minister, the Standing 
Committee can be trusted, for better or 
worse, to ensure that the nec never turns 
truly unruly. 








30 


THE ECONOMIST MARCH 17TH 2001 


ASIA 








SEOUL 


HE old unpredictable habits of North 

Korea are apparently hard to break.On 
March 13th, it called off an encounter be- 
tween the two Koreas just a few hours be- 
fore ministers were due to meet in Seoul, 
South Korea’s capital. The North has can- 
celled or postponed several lower-level 
meetings at the last minute in recent 
months, but the habit grows no more en- 
dearing with time. Kim Dae Jung, South 
Korea’s president, is under pressure at 
home to review his “sunshine policy” of 
engaging the North by supplying aid. The 
North’s prevarications do him no good. 

The sunshine policy’s critics have 
grown in strength since Mr Kim went to see 
George Bush in Washington last week. Mr 
Bush expressed scepticism about the com- 
munist regime in the North and its leader. 
Talks between the United States and North 





Not so sunny in the Koreas 


Korea show nosign of resuming. 

The North gave no reasons for boycott- 
ing the latest round of ministerial talks, 
leaving room for speculation. Had Mr 
Bush’s harsh words made it think again 
about its tentative opening up to the out- 
side world, including its leader’s much-de- 
layed return visit to Seoul? Or was it simply 
trying to say that the South was nothing 
but a puppet of foreign powers, an old 
complaint now repeated by the state-run 
Radio Pyongyang? It did, at least, allow an 
exchange of letters between divided fam- 
ilies to go ahead. 

Whatever the reason, the cancellation 
has encouraged opposition politicians in 
the South to intensify their attacks on a 
president who, they say, is too trusting of a 
tyrannical regime that supports terrorism. 
The main opposition Grand National Party 


urges Mr Kim to be as tough in dealing with 
the North as is Mr Bush. 

Mr Kim has already had to adjust his 
tactics, cooling on a plan to sign an inter- 
Korean “peace declaration” during the 
northern leader’s promised visit. Critics 
complain that such a declaration would be 
meaningless without an agreement lead- 
ing to disarmanent. Mr Kim instead hopes 
to activate a hitherto-dormant non-ag- 
gression pact included in the Basic Agree- 
ment signed by the two Koreas in 1991. He 
reckons that reconciliation with the North 
and peace on the Korean peninsula are ir- 
reversible and encourages his cabinet to 
continue to push forward with his policy 
of engaging the North, while America is 
preoccupied with other problems. Indeed, 
the South announced on March 12th that it 
would supply $18m-worth of aid to the 
North, including clothing, fruit, potatoes, 
medicine and pesticides. The next day the 
North expressed its gratitude by cancelling 
the talks. 








were fantasy, but that did not deter officers, 
defence-ministry officials and politicians 
from offering to smooth the way to a deal. 
The tehelka reporters caught several doing so 
on hidden video cameras. 

The pyp’s recently named president, Ban- 
Y garu Laxman, was shown taking 100,000 In- 
dian rupees (about $2,000). He resigned on 
March 13th pending an inquiry, saying the 
money was for the party and that the allega- 
tions are “totally baseless and malicious”. 
The president of the Samata Party, to which 
the defence minister, George Fernandes, be- 
longs, was shown accepting twice as much 
for its coffers, saying the company would get 
a fair hearing. The government initially re- 
jected Mr Fernandes’s offer to resign, but 
then was forced to accept it as the scandal 
continued to grow. Several officers and de- 
fence-ministry officials have also been sus- 
r pended. The scandal hammered the stock- 
market, reeling already from an 
insider-trading scandal of its own. 

The impression of routine sleaze con- 
veyed by transcripts of conversations be- 
tween tehelka’s sleuths and their victims 
(available on tehelka’s website) will be justas 
damaging. Politicians and bureaucrats boast 
of their own influence, implicate others in 
past misdeeds and discuss the fine points of 
getting deals through various departments. 
One senior officer is quoted as saying, “It re- 
quires very deep pockets. [A] lot of people 
have nuisance value. That nuisance value 
has to be compensated.” 

The embarrassment is especially acute 
for the Bjr, which has boasted of being a 
“party with a difference”. It is is racing to re- 
store its reputation with quick sackings and 
promised inquiries. But it may be too late. 

aa m 
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Mongolia 


The zud strikes 
again 


AD luck and bad management are to 

blame for a second, consecutive winter 
of widespread death and shortages in Mon- 
golia. Blizzards, fierce winds and tempera- 
tures as low as minus 50°C (minus 58°F) have 
again taken a toll on the country’s livestock 
and the herders who depend on them. A 
year ago, severe winter storms, known as the 
zud, came on top of a summer of drought 
and killed 3m animals, a tenth of the coun- 
try’s stock. Drought then struck again in the 
summer; and then the zud returned. In the 
winter now drawing toa close, over 1.3m ani- 


The deep freeze 


mals are already known to have died in 
Mongolia, says the Food and Agriculture 
Organisation. That is many more than at the 
same time last year, prompting some to sug- 
gest the total could reach 6m. With harsh 
weeks to come, the prospects are bleak. 

Awful weather for the second year run- 
ning is the sort of bad luck Mongolia cannot 
cope with. This winter is reckoned to be the 
worst for half a century. Deep snow has cov- 
ered grazing land. Those cows, goats, sheep, 
horses and camels that survive will be feeble 
and of little use to their owners. 

Much more could have been done to 
prepare for this crisis. Food stocks have been 
declining for years in Mongolia as subsi- 
dised, state-run farms have been sold. Priv- 
ate farmers have been unable to get enough 
loans to buy seeds, fertiliser and machinery 
and to pay for vets. Fewer fields are now cul- 
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tivated and yields are down. Wheat produc- 
tion has fallen by more than half, from 
roughly 700,000 tons a decade ago to under 
300,000 now. 

At the same time, the withdrawal of So- 
viet aid led to an increase in. unemployment 
and with it an increase in the number of 
people dependent on herding. One report 
suggests that an extra 150,000 people took up 
herding between 1990 and 1992 alone. The 
animal stock has also grown, from an esti- 
mated 26m in 1992 to 33m six years later, but 
the area under pasture has not. Though the 
government was warned, after the drought, 
that another difficult winter was on the way, 
only a few thousand tons of hay were allo- 
cated for herders. Deliveries were made only 
last month, after hundreds of thousands of 
animals had already died. 

Outsiders are now being asked to help. 


The United Nations has appealed for $:2m 
in emergency aid for the country; but has re- 
ceived only $620,000 so far. One or two 
countries are giving bilateral help: Germany 
has offered $ım and Japan $2.5m. The total 
bilateral aid figure is probably only about 
$5m—not nearly enough. But getting relief to 
remote parts of the country, in awful 
weather, is not easy. In January a uN heli- 
copter crashed just after a blizzard, while 
visiting a particularly vulnerable area. Seven 
people died. 

Mongolia has also been hit by another 
scourge. Foot-and-mouth disease, which in- 
fects animals with cloven hooves and is do- 
ing the rounds in Europe, Africa and Asia, 
has now been confirmed in Mongolia. It 
could be the last straw for many frail ani- 
mals. The snows will soon pass, but more 
woes are just around the corner. 





Indonesia 


Holy war in the Spice Islands 


AMBON 


HERE is still gunfire every night in Am- 

bon, the capital of the Moluccas, and 
sometimes a shattering bomb blast. Once a 
thriving commercial city, it is now a deadly 
maze of Christian “red” areas and Muslim 
“white” ones, a pattern of demarcation that 
has spread to the neighbouring islands. Chil- 
dren play near the front line and cheerfully 
tell visitors to relax when “there is no shoot- 
ing at the moment.” But virtually all adult 
Moluccans are tired of the killing, which has 
ruined their beautiful islands. Yet that does 
not mean itis over. 

Ambon is now a city divided in two. 
Muslims call Christians Obet, a corruption of 
Robert. Christians call Muslims Acang, a 
corruption of Hassan. There is often no phys- 
ical barrier separating red and white areas, 
but everyone knows where they are and 
rarely, if ever, does anyone set foot in the op- 
posite camp's territory. It could mean having 
your throat slit. Visitors soon learn to recog- 
nise the border areas. Everything there is 
smashed to smithereens. 

Three long bouts of religious warfare in 
just over two years in the Moluccas, once 
known to European traders as the Spice Is- 
lands, have claimed at least 5,000 lives, and 
probably many more. At talks in Bali and 
Java aimed at reconciliation, the partici- 
pants spoke of 8,000 dead. Some say 20,000. 

Laskar Jihad, a group of Muslim outsid- 
ers generally blamed for setting off the third 
and most recent wave of violence in the Mo- 
luccas last year, now has its Christian coun- 
terpart, Laskar Kristus—the Army of Christ. 
Its commander, Agus Wattimena, looks like a 
latter-day Jesus with his wiry frame and 
long flowing locks. His followers claim to be 
warriors who are defending the faith; they 
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attribute their survival to the will of God. 
Some of the younger troops hang out in 
Ambon’s half-built Roman Catholic cathe- 
dral. Work on the building stopped when the 
war broke out. Now it is a shelter for refu- 
gees, among them acas, a motley collection 
of teenage soldiers who will happily make 
you a pile of bombs if you give them $30. 
AGAs stands for Church Children who Love 
God. It also means “gnat”. Many of the chil- 
dren have bullet wounds, and when fighting 
breaks out they rush out of school and down 
to the front line. They call it their crusade. 
Laskar Jihad emotively claims that its 
enemy are “ros rebels”, a name calculated 
to strike dread into Muslim hearts. But the 
RMS, the Republic of the South Moluccas, 
has been defunct for decades, other than asa 
nominal government-in-exile in the Nether- 
lands. It made its bid for independence in the 
19508 but failed miserably. Its remnants held 
out on the large island of Seram, to the north 












of Ambon, for 13 years. Eventually they too 
were defeated. 

Muslim sources in Ambon say their side 
suffered badly during the days of the rms, Its 
leaders were mainly Christian officers who 
had fought for the Dutch colonial govern- 
ment. They were trying to resist integration 
into a centralised Indonesia ruled from Ja- 
karta, the site of the government they had 
fought in the 1945-49 war of independence, 

So when the current fighting broke outin 
January 1999, hardline. Muslims . quickly 
called the Christian side the rms. At first it 
seemed laughable, but in a way it has come 
true. After Laskar Jihad artived last year and 
ignited the third round of the war, some 
Christian leaders, facing annihilation and a 
state of civil emergency, founded a new 
movement of their own: the Maluku (Mo- 
luccas) Sovereignty Front, or FKM. 

The rkm’s aimis to re-create an indepen- ` 
dent South Moluccan state, though it says it 
is quite distinct from the rms. Itnow has rep- 
resentatives in Jakarta, Europe and the Un- 
ited States. Its leader, Alex Manuputty, is a 
doctor and a member of the Indonesian Red 
Cross who lives in Kudamati, an area in the 
hills above Ambon city, which has become 
the Christians’ command centre. But he says 
FKM does not want to see Christians domi- 
nating Muslims. It wants Moluccans on both 
sides to take control of their own destiny. 

The government in Jakarta has not taken 
the Fk lightly. Ithas attempted to prosecute ` 
Dr Manuputty for separatist activities, a 
crime in Indonesia. But the attempt has 
failed: the Moluccas’ legal system is in a 
mess, and most of the judges have fled. 

Indonesia’s security forces cannot bring 
an end to the fighting, say the Christians. Al- 
though Christian and Muslim police and 
soldiers work together when thingsare calm, 
the moment fighting breaks out they grab 
their ammunition and run to fight with their 
co-religionists. Some have even been filmed 
doing it. Members of the same units some- 
times start shooting at each other. Soldiers 
and police sell weapons to both sides, at $700 . 
for an M-16 or an AK~47. 

For all Dr Manuputty’s fine words about 
living together in peace, even moderate 
Muslims in Ambon see his rkm as a threat. 
Laskar Jihad has started putting angry refer- 
ences to FKM alongside those to the rms in its 
propaganda outside Ambon’s main 
mosque. Its members are turning more radi- 
cal. Afghan-style turbans can often be 
sighted in the Muslim sector of Ambon, and 
it is becoming more common for women to 
cover their heads in public. Refugees from 
Muslim areas of the archipelago have hor- 
rific tales to tell of forced Islamicisation, with 
death the only alternative to conversion. 
And many believe this is part of a wider 
long-term strategy to turn not just the Mo- 
luccas, but all of Indonesia, into a funda- 
mentalist Islamic state, 
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UNITED STATES 


_ Primary colours 


WASHINGTON, DC 





The new census figures show America absorbing the most profound change in 
its racial and cultural make-up in a century, but barriers still exist 


HITE, black, red, yellow, brown or a 

mix of them all every colour of Ameri- 
can is thriving. That was the Census Bureau’s 
message this week as it released details on 
race from last year’s national headcount. Ev- 
ery racial or ethnic group, including the 
white majority, is growing larger, 

Last year’s snapshot shows 281.4m peo- 
pleinside America’s borders, whether legally 
or not: 13% more than a decade earlier. Some 
2um of them say they are white, 
arise of 12m, buta slightly lower 
share of the total than last time. 
The white share is dipping as 
other groups grow faster, 
thanks to immigration and to 
higher birth rates. 

Latinos have made most 
gains. That group has soared to 
35.3m people, and for the first 
time is roughly as large as the 
black total. Although no one 
doubted blacks would eventu- 
ally lose their spot as America’s 
top minority, few thought it 
would happen quite so soon. By 
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thenextcensus, Latinos could well be several 
million people ahead. 

Some blacks have reacted defensively. 
The growth, they say, is explained by a re-or- 
dering of questions on the census form that 
put the Latino choice higher up. The Latino 
trend will be less pronounced next time, be- 
cause this census caught many people who 
were missed in the past. Most important, the 
powers that be have decided that the term 








Latino is not racial, but ethnic. So anybody 
who chose to put down “Hispanic or 
Latino”, also had to pick a race. Half chose 
white; most of the rest chose a category 
called “some other race”. (One price of this 
absurd piece of political correctness is that 
very few of the figures in the Census add up.) 


The black population saw a hefty in- : 


crease in numbers, partly because of a cam- 
paign by minority groups to get more people 
to send back their census forms. An esti- 
mated 3.3m people were still missed, most of 
them from minority groups. But the Census 
Bureau and the government have failed to 
find a satisfactory method to make good the 
“undercount”. 

Other, smaller groups appear to have 
grown even more. The total for native Amer- 
icans rose by more than a quarter, Asians by 
nearly a half and “other races” by more than 
a half. Add in the 7m (2.4% of the total) peo- 
ple who were allowed for the first time to 
identify with two or more racial groups (for 
example both Asian and white), and the in- 
creases are even more striking. 

This new option was taken up most ea- 
gerly by young people, who are more likely 
to have parents of mixed race and are more 
likely to be relaxed about admitting it. They 
may also be swung by the “Dances with 
Wolves” phenomenon: aspiring to have 
some interesting warrior ancestors. 

The Census Bureau predicts that there 
will be many more mixed-race people in the 
future. “These small but significant numbers 
point to where we are going,” says Gregory 
Rodriguez of the New America Foundation 
in Washington, pc. “Those born now will be 
farther away from the time of segregation, 
kids will feel less bound by ethnicities. 
America is diversifying.” As generations pass 
through mixed colleges and marry across ra- 
cial lines, black and white America may give 
way toa blend of browns. 

What does this melting pot amount to? 
Well, a lot—if you set modern multicultural 
r America down alongside either 
| Europe, which seems to be run- 
ning out of people, or the 1960s 
“Guess who's coming to din- 
ner?” America, which was basi- 
cally a black-and-white affair. 
A possible 63 combinations of 
race (rising to 126 permutations 
if you add in the Latino option) 
were available on the census 
form, up from just six in the 
past. If you believe that com- 
petitive advantage is wrapped 
up in human capital, then the 
change in America’s people will 
surely affect its future far more 
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than a mere device such as the Internet. 

On the other hand, it is possible to exag- 
gerate just how quickly the melting pot is 
cooking this stew. William Frey, a demogra- 
pher at the University of Michigan, applauds 
as democratic the fact that Americans can 
“write down who they think they are”, but 
he insists that separation between races re- 
mains the norm. The census seems to back 
him up: 97% of Americans still describe 
themselves as belonging to just one race. 


Separate tables 

The blending is less evident when you look 
below the national level. Mr Frey points out 
that “there is no place in America that looks 
like the national picture.” Some areas—usu- 
ally big cities—get many immigrants. Others 
get almost none (indeed, some white sub- 
urbs are becoming whiter because of inter- 
nal migration). And new immigrants tend to 
go where their own families or communities 
already are. 

This picture may become more pro- 
nounced as census data for all the states is re- 
leased over the next six weeks. But there are 
already disparities in the results released this 
week. In South Dakota, for example, more 
than 99% of people think of themselves as 
belonging to just one race, and almost all of 
them (91% of the total) are plain white. But 
Texas has shown rapid growth in the num- 
bers of native Americans, Asians and His- 
panics (of any race). 

Even in the more diverse states, a closer 
analysis of who opted for the two-or-more- 
races option would be useful. Though it is 
true that more young people see themselves 
as mixed (nearly half of those who chose 
that category were under 18) that amounted 
to just 4.2% of young Americans. And, young 
or not, they were most likely to be Latinos. 
“So itjust tells us that race is not soimportant 
to Hispanics,” says Mr Frey. Though the Lati- 
nos may be showing the future, America 
isn’t there yet. 

S B 





Jesse Jackson 


Blessed are the 
tax collectors 


ce Jesse Jackson has never been 
one to shy away from the media spot- 
light, the glare on his financial dealings may 
bea little too bright for him. At best, Mr Jack- 
son’s organisations have done some sloppy 
book-keeping. At worst, they may have en- 
gaged in philanthropic strong-arming— 
threatening to boycott or derail a large com- 
pany or business transaction, and then, after 
relenting, accepting a very large contribution 
from the firms in question. 

Mr Jackson presides over an empire of 
four interlocking non-profit organisations. 
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The largest, the Citizenship Education Fund 
(cEF), has revenues of roughly $10m and is 
tax-exempt (which limits the scope of its ac- 
tivities). The next largest, with $5m in reve- 
nues, is the Rainbow/PusH Coalition, which 
conducts non-profit civil-rights work, but is 
not tax-exempt. The two other arms are 
much smaller: pusu for Excellence, a tax-ex- 
empt organisation that grants scholarships 
to students, and People United to Serve Hu- 
manity, a religious institution. 

These organisations share office space, 
overheads, employees and some board 
members. Their finances are interwoven. For 
example, People United to Serve Humanity 
pays Mr Jackson’s annual salary of $120,000, 
but is then reimbursed by Rainbow/pusu 
(42%) and cer (58%). 

Mr Jackson’s troubles began when he 
admitted to fathering a child with Karin 
Stanford, a former staff member. After it 
transpired that cer paid Ms Stanford $35,000 
in relocation expenses, the organisation gave 
conflicting explanations for 
the payoff. (Mr Jackson’s 
chief financial officer, Billy 
Owens, now says that 
$15,000 was for moving ex- 
penses and $20,000 was an 
advance for work Ms Stan- 
ford has since completed for 
PUSH.) Now other questions 
are being asked: 

e Mr Jackson used to be 
highly critical of Ilinois’s Re- 
publican governor, George 
Ryan, for failing to sign up el- 
igible poor children for a 
public —_health-insurance 
programme. Last year, three 
weeks after the Rainbow/ 
PusH Coalition received a 
$763,000 contract, awarded 
without a bidding competition, from the 
state of Illinois to promote that programme, 
Mr Ryan was honoured with the Rainbow/ 
PUSH Peace Prize. Mr Jackson says the gover- 
nor earned the award for his heroic morato- 
rium on the death penalty. 

e Mr Jackson at first withheld support for 
several huge recent telecoms and media 
mergers, including ssc-Ameritech, cps-Via- 
com, TCI-AT&T and GTE-Bell Atlantic, de- 
manding that they do more for minorities. 
Eventually, he pronounced himself satisfied. 
Some of the largest pledges to cer in 1999 
were from spc-Ameritech ($500,000), Via- 
com ($377,500), GTE ($625,000), Bell Atlantic 
($375,000) and AT&T ($425,000). 

Mr Jackson’s approval of the ssc-Ame- 
ritech merger followed Ameritech’s decision 
to sell part of its cellular-phone business to 
his friend, Chester Davenport. Mr Jackson 
also lobbied Viacom to sell its urn television 
network to another friend (and cer board 
member), Percy Sutton. Mr Jackson and his 
wife own shares in Mr Sutton’s firm, Inner 
City Broadcasting, that may be worth $1m. 





Not a great year 


e Despite having no experience in the beer 
business, two of Mr Jackson’s sons pur- 
chased a lucrative beer distributorship in 
1998 from Anheuser-Busch, giving them a 
monopoly over the distribution of beers 
such as Budweiser to a large swathe of Chi- 
cago. Mr Jackson had boycotted Anheuser- 
Busch in the early 1980s. 

e In its 1999 tax return, CEF reported that no 
employees earned more than $50,000. In fact 
at least five staff members, including the 
mother of Mr Jackson’s child, earned that 
much or more. Mr Owens says ceF will 
amend its 1999 tax return, and that he is 
examining the 1998 and 1997 returns for simi- 
lar errors. 


Jesse’s rods 


Mr Jackson’s foes are now on the attack. The 
National Legal and Policy Centre, a conser- 
vative watchdog group, has filed a formal 
complaint with the Internal Revenue Ser- 
vice, claiming that the cer has been operat- 
ing outside its tax-exempt 
limits by facilitating busi- 
ness transactions. The group 
also alleges that Mr Jackson 
has used his non-profit orga- 
nisations for personal bene- 
fit. “By threatening boycotts 
and opposition to corporate 
mergers, Jesse Jackson has 
extracted millions of dollars 
from corporate America.” 

Meanwhile, the Ameri- 
can Conservative Union has 
filed a complaint with the 
Federal Election Commis- 
sion alleging that Mr Jack- 
son’s get-out-the-vote effort 
in 2000 was partisan, and 
therefore in violation of fed- 
eral campaign-finance laws. 
The Democratic National Committee reim- 
bursed Mr Jackson’s organisations for 
$450,000 in travel expenses last year. 

Mr Jackson’s people have produced a 
102-page document thatincludes three years . 
of tax returns for the cer, but offers no such 
information for Rainbow/pusu or Mr Jack- 
son’s other organisations. Mr Owens says 
such information is not likely to appear, 
since PUSH is a private organisation. Gather- 
ing and distributing such information is 
time-consuming and disruptive, he says. In 
the meantime, Mr Jackson has been blasting 
drug companies for the high price of Arps 
drugs in Africa. Cynics will be looking for a 
quick retreat, followed by large contribu- 
tions from the pharmaceutical industry. 











Correction In our article on Dale Earnhardt 
(“Pride of the South”, February 24th) we said 
the NASCAR driver owned three cars in the 
Daytona 500, including “one driven by him- 
self’. In fact, the car that he raced was owned 
by Richard Childress, a local businessman. 
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l Legal language 
Mind the gap 


URING a murder trial in Virginia last 

year, the jury asked the judge to clarify 
its instructions on whether the defendant 
should be given life imprisonment or the 
death penalty. The judge referred the jury 
back to those instructions; it later decided on 
the death penalty and the defendant, Lonnie 
Weeks, has since been executed, But didn't 
the jury’s question hint that it did not really 
understand the original instructions? 

Linguistic scientists now claim that there 
is a worrying gap between the language of 
the American public and that of the legal 
profession. Indeed, even some lawyers have 
reached a determination or conclusion that 
+ they should credit the former elements of 
this evidence as being, beyond a reasonable 
doubt, true (ie, the linguists are right). 

According to Peter Tiersma, a professor 
_ of law at Loyola Law School in Los Angeles, 
the jury in the Virginia case was not alone in 
its confusion: in a test, 40% of people reading 
those Virginia jury instructions were simi- 
larly baffled. The jurors did not realise that 
they were meant to consider any “mitigating 
evidence” for the murder, which would 
have meant that they could have called for a 
life sentence rather than the death penalty. 
* That is not surprising: there was no mention 
of “mitigating evidence” (or anything simi- 
lar) in Virginia’s jury instructions. 

Lawyers point back to a Supreme Court 
decision that such a meaning is actually im- 
plicit in the instructions. But the Court is 
composed of well-versed lawyers. In a 
presentation to the recent meeting of the 
American Association for the Advancement 











































































of Science, Mr Tiersma pointed out that ju- 
ries have been caught looking up words in 
dictionaries (banned as an outside source), 
such as assault, battery, culpable, inference, 
insanity, legal cause, malice, motive, murder, 
negligent and premeditate. Even when they 
think they know the word, they can get it 
wrong: death-penalty jurors have confused 
“mitigation” with “aggravation”. 

Even good English-speakers might find 
it odd that jury instructions talk about extra 
penalties for defendants using a “dirk”, sim- 
ply because that word for knife appears in 
the statute. However, many jurors do not 
speak English well. California has just set up 
a task force, to which Mr Tiersma belongs, to 
put jury instructions into plainer language. 
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NEW ORLEANS 


NCE New Orleans was the most im- 
portant city in the South. Nowadays 
Louisiana looks enviously at its neigh- 
bours. Texas is exporting personal comput- 
ers by the millions, Mississippi (never an 
object of envy before) has a $930m Nissan 
factory on the way. Louisiana, by contrast, 
is struggling to hold on to two of New Or- 
leans’s proven losers—Harrah’s Casino 
and the New Orleans Saints football team. 
Harrah’s, a Las Vegas-based gambling 
company, won the right tooperate the only 
land casino in New Orleans a decade ago. 
But the costs of the project zoomed, not 
least because the company agreed to a 
minimum tax payment of $100m a year. A 
temporary casino that was supposed to 
generate money to pay construction costs 
declared bankruptcy in 1995. The so-called 





permanent casino opened in 1999. 

The synthetic stucco was barely dry on 
the walls when Harrah’s officials began 
complaining about the minimum tax pay- 
ment. Despite the fact that 2,800 jobs were 
at stake, Louisiana’s governor, Mike Foster, 
refused. Now that the casino is threatening 
toclose on March 31st he is trying to help. 

The Saints now play their home games 
at the Louisiana Superdome, a state- 
owned building that is more than a quarter. 
ofa century old. Now they want a new sta- 
dium (perhaps costing $300m) and the 
state to pay for a third of it. 

The Saints have performed abysmally 
for most of their 30-year history. Saints 
supporters reply that every first-tier Amer- 
ican city needs a team, and that losing both 
the Saints and Harrah's would be a catas- 
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Lawyers fret that any attempt to put 
statutory terms into ordinary English could 
make retrials more likely. Against that, the 
present system does not help defendants, 
particularly ones with bad lawyers. And in 
death-penalty cases wrong convictions 
might be impossible to put right. 

Police interrogations also follow linguis- 
tic guidelines about direct and indirect 
speech that seem odd and unreliable. Janet 
Ainsworth, previously a defence attorney 
and now an academic at the Seattle Univer- 
sity School of Law, points out that, in order to 
get a lawyer, suspects have to use a “direct, 
unmediated and unhedged invocation”, 
such as: “I want a lawyer and I won't talk to’ 
you without one.” Any version using indi- 
rect speech, such as “Could I have a lawyer 
now if that is ox?” is technically invalid. 





Decent cops presumably already follow . 


the spirit of the law rather than the letter. 
However, Ms Ainsworth has more than 200 
examples of situations where a suspect has 
lost the right to representation because of us- 
ingindirect speech. Women and members of 
ethnic groups seem particularly likely to use 
“would” and “could” in speech. 

Another problem: there appears to be 
some room for unscrupulous policemen to 
indulge in “linguistic coercion” to imply that 
a confession has been made. Roger Shuy, an 
emeritus professor of linguistics at George- 
town University, says this happened when 
Beverly Monroe, an organic chemist from 
Virginia, was interrogated as a murder sus- 
pect in 1992 following the death of her lover. 
The detective ignored her lack of agreement 
to statements such as “You were there when 
it happened”; he also interrupted her con- 
stantly and treated her disagreements as 
agreements. Ms Monroe was convicted. 
pina tee i meth la i ad re m 


trophe. “I don't think we'd ever recover,” 
says Ken Hollis, a Republican state senator 
who heads a group called Save Our Saints. 

One complication is Louisiana’s gener- 
ally underpaid and angry schoolteachers. 
In December, Mr Foster suggested cutting 
Harrah's minimum tax payment nearly in 
half in return for three years’ guaranteed 
payment: the proceeds would finance rises 
for the teachers. He also wants to use part of 
the Harrah’s money as a “sports incentive 
fund” to entice the Saints to stay. 

The State Senate has cut the Saints out 
of the deal, but, as The Economist went to 
press, the casino tax-cut was expected to 
pass. But what then? Even if the governor's 
plan passes, Louisiana will still have poor 
schools, a reputation for political hijinks, a 
tax structure that discourages new busi- 
nesses and what Mr Hollis calls a “win- 
dowsill economy.” “Were sitting like a cat 
in the windowsill,” he says, “watching the 
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Grapeshot 
SAN FRANCISCO 
OMETHING is stirring in the orange 
groves. After a winter spent nestled 
amid the citrus leaves, the glassy-winged 
sharpshooter, a half-inch-long insect with 
a yellow speckled head, is rousing itself to 
look for a meal and a mate. Its appetites 
spell trouble for California’s vintners and 
their $2.8-billion-a-year industry. 

The glassy-winged sharpshooter, a na- 
tive of the south-eastern United States that 
was first spotted in California in 1990, is an 
eclectic eater that can consume ten times 
its own weight in an hour. But the problem 
is not what it takes when it eats, but what it 
leaves behind. The sharpshooter is a very 
effective transmitter of a bacterium, Xy- 
lella fastidiosa, that blocks the water ves- 
sels in plants, eventually killing them. 

The bacterium affects numerous spe- 
cies, including many that thrive on Califor- 
nia’s farms, causing diseases such as al- 
mond leaf scorch, phoney peach disease, 
alfalfa dwarf, and oleander leaf scorch. Its 
most lethal impact, however, is on vines, 
where it causes Pierce’s disease. 

Pierce’s disease has been around in 
California for a long time—it wiped out 
40,000 acres of vines in Anaheim, south of 
Los Angeles, in the late 19th century. It is in- 
curable, and kills vines within a year or two 





of transmission. It has generally caused lit- 
tle trouble this century because the main 
agent of transmission was a rather feeble 
insect, the blue-green sharpshooter, which 
cannot fly farther than three feet ata time. 
That changed with the 
arrival of its more robust, 
glassy-winged cousin, which 
lays eggs twice a year and can 
fly up to a quarter of a mile. 
The pest now ranges across 
southern California, where it 
has already cost vine-grow- 
ers in Temecula, east of Los 
Angeles, $40m. Now it is 
pushing northwards, to- 
wards the more extensive 
and classy wine-making re- 
gions of Napa and Sonoma. 
To make matters worse, the sharp- 
shooter is stirring up a nasty trade fight. 
Australia, where vineyards are free of both 
Pierce’s disease and sharpshooters, is wor- 
ried that the bug and its lethal cargo will 
stow away in a shipment of table grapes 
from California and, for the time being, has 
banned imports. America, which claims it 
can keep the grapes safe, may take the mat- 
ter up with the World Trade Organisation. 
California has raised $18m to fight the 








Vineyard assassin 


threat. A state task-force has been at work 
onit for the past 18 months. And last month 
the new director of the drive against 
Pierce’s disease led a delegation to Wash- 
ington to drum up more federal support, 
on topof the $22m allocated by the govern- 
ment last June to supplement local efforts, 

Mostof the money is being spenton re- 
search at California’s numerous universi- 
ties, where the sharp- 
shooter, the bacterium and 
the plants that harbour it 
are being probed for weak 
links in the chain of trans- 
mission. Pesticide works, 
but is unpopular anywhere 
near people. Scientists at the 
University of California at 
Riverside, near the first ir- 
ruption of the sharp- 
shooter, have high hopes of 
defeating their enemy by 
dispersing a tiny stingerless 
wasp from Mexico that lays its eggs inside 
the eggs of sharpshooters. 

The greater hope is to breed immunity 
into vines by genetic engineering. That will 
take years, if it is possible at all. At the rate 
the sharpshooter is advancing northwards, 
farmers may find themselves resorting to 
tall fences long before then. Glassy-winged 
sharpshooters fly far, but not high—early 
experiments suggest that they rarely fly 
more than 16 feet above the ground. 











The national debt 


Imagine if it disappeared 


WASHINGTON, DC 


Politicians are eyeing up a sacred cow: paying down the national debt 


HANKS to three years of budget sur- 

pluses, the Treasury has paid down $363 
billion of its $3.4 trillion publicly held debt 
since 1997, $223 billion last year alone. That 
policy commands the sort of support that 
usually occurs only in time of war. The two 
parties vie with one another to put ever more 
items of budget spending “off limits” so that 
the surplus can be used to pay down debt as 
fast as possible. Alan Greenspan, the chair- 
man of the Federal Reserve Board, has 
framed the terms of the debate through his 
repeated assertions that paying down debt 
should take precedence over tax cuts or (hor- 
rors) spending increases. 

But now politicians are testing how far 
this commitment should take them—and 
even what exactly it means. Their debates 
are largely technical but the implications are 
not. They raise the prospect that the federal 
government will end up owning substantial 
amounts of private assets. They reveal, albeit 
in rudimentary form, sharply different ap- 


o se 


proaches to the question of how to reform 
the Social Security (pensions) system. And 
they touch on matters such as the Fed’s con- 
duct of monetary policy, and what happens 
if the government does not provide a bench- 
mark instrument to the capital markets. 
These issues all start with a single figure. 
Last month George Bush told Congress that 
his administration would pay off as much of 
the public debt as it could, which meant 
paying off just over $2 trillion over the next 
ten years (chart 1, overleaf). The rest—the ir- 
reducible minimum—he said was $1.5 tril- 
lion. The figure is not zero because there are 
two categories of debt that cannot—or can- 
not easily—be retired. So-called “non mar- 
ketable” debts, such as savings bonds and 
bonds owned by foreign governments can- 
not be bought back. There are roughly $400 
billion of these (chart 2). Then there are $500 
billion of debts that mature after 201 which 
cannot be bought back before then without 
incurring “penalty premiums” (chart 3). 


The last president to face a similar situa- 
tion, Grover Cleveland, nicely expressed the 
problem. “It should be borne in mind”, he 
told Congress in 1887, “that premiums must 
of course be paid upon such purchase, that 
there may be a large part of these bonds held 
as investments which cannot be purchased 
at any price and that holders who are willing 
tosell may unreasonably enhance the cost of 
such bonds to the government.” 

Mr Bush’s estimate was something of a 
guess, since no one really knows whether 
holders of some debts would be willing to 
sell and at what price. But the figure of $1.15 
trillion is within the usual range of estimates 
and is comparable to the Clinton adminis- 
tration’s figure of $1.23 trillion in its last bud- 
get. The figure is also politically important 
because it enables Mr Bush to argue that he 
will pay down every dollar of debt that he 
can and still have money left over for $1.6 
trillion of tax cuts and $800m for a contin- 
gency reserve. But what if the figure is wrong 
and more debt could be paid down? 

The same day as the president’s speech 
to Congress, Gary Gensler, Bill Clinton’s un- 
der-secretary for domestic finance at the 
Treasury, argued exactly that. Ina letter tothe 
ranking Democrat on the House budget 
committee, he reckoned that the irreducible 
debt was only $410 billion-500 billion. If true, 


THE ECONOMIST MARCH 177TH 2001 





|| The debt is paid off... E 
| Budget forecast debt reduction, $bn | 


Treasury | 
bonds © | 
Le ces 





NE VAEA PEN EE S A E 


“2000 02 04 





„but some can't 
| Total outstanding public debt at Sept 2000, $bn 


Treasury notes 
1,611 = 


Treasury bils | 
616 ae a ; 








be traded... 


p- Federal 
Financin 
Ban 

15 


infla 
notes & bonds 
115 


i 
| 
| 
| 
| 


„and some can't be bought 
till later 

Current marketable debt 

year of final maturity, $bn 


i No debt] 
matures | 














and if Mr Bush were to keep his word to pay 
off all the debt he could, either tax cuts 
would have to be less or the contingency re- 
serve would be almost wiped out. 

Mr Gensler looked in detail at three 
components of the irreducible minimum. 
First, he argued, the administration is under- 
estimating the amount of late-maturing debt 
that it can buy back without penalty, based 
partly on the debt retirement programme so 
far, which has not incurred penalties. 

Second, he disputed the idea that the 
Treasury would have to issue some new debt 
during the period when it was buying back 
- the old one. The administration argues this 
will be needed to keep a balanced portfolio 
of debts of different maturities, But the Trea- 
sury’s group of Wall Street experts, the Bor- 
rowing Advisory Committee, this year voted 
toget rid of the 30-year bond. 

Third, he argued that around half of the 
“non-marketable” debt is actually market- 
able (that is, it could be bought). A large part 
of this comes in the form of holdings by state 
and local governments who, when they 
have excess money they cannot immedi- 
ately use, putitin Treasury securities as a safe 
harbour. Mr Gensler says they do not need 
todo that. 

Given the uncertainties of forecasting 
the economy over ten years, the actual dollar 
difference between Mr Gensler’s $500 billion 
and Mr Bush’s $1.15 trillion is less important 
than their underlying difference of policy. 
The administration (supported by Mr 
Greenspan) says it is desirable to keep things 
like the operations for state and local gov- 
ernments. Mr Gensler’s much lower number 
is what you get if you make other policy 
aims secondary to debt repayment. 

You can see the significance of this differ- 
ence by looking at Social Security. In the next 
ten years $2.6 trillion will accumulate in the 
trust fund of the Social Security system. Mr 
Bush says he will use just over $2 trillion of 
that to pay down debt. The remaining $600 
billion will be kept for Social Security. Unlike 
Mr Clinton, Mr Bush is questioning the wis- 
dom of setting aside the Social Security sur- 
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plus entirely for debt. 

Repaying the national debt is not like 
paying off your mortgage. You do not keep 
going until, one month, you wake up to find 
yourself the happy owner of your property. 
Rather, the national debt forces on you a 
host of tricky policy questions. The size of 
the irreducible debt is one such. The others 
are: what happens to monetary policy and 
to the markets as government debt disap- 
pears? And what happens to the budget sur- 
plus after the debt is paid off? 


The iceberg issue 


The first questions are in a sense mechanical 
ones, but no less important for that. Remem- 
ber that the Fed is a bank and has to balance 
assets and liabilities. Its liabilities are dollars 
in circulation. Its main asset to balance the 
long-term fluctuation in the money supply is 
its Treasury-debt portfolio ($500 billion 
now). But what if that goes? 

The Fed has already begun to wean itself 
off Treasuries. Last year, it restricted itself toa 
limited portion of any single Treasury issue 
(between 15% and 35% depending on the is- 
sue). Instead, it holds more securities from 
commercial banks. (It did the same when it 
was first set up in 1914, though then it used 
these holdings to direct credit to selected 
banks and sectors of the economy— a piece 
of interventionism the Fed now forswears.) 
The trouble is that Treasury debt is a perfect 
instrument for the Fed. It has a deep, liquid 
market. It is risk free. And it raises no con- 
cerns about the Fed allocating credit. None 
of that is true of commercial debt. 

The markets use Treasuries as a bench- 
mark. That too is changing. Once the 30-year 
bond was the benchmark. Now it is the 10- 
year one. Soon that may have togo. The Gen- 
eral Accounting Office has already warned 
the Treasury tochange its debt-management 
strategy next year to let markets adjust to less 
debt. 

That leaves a longer-term question. 
What happens if the debt slips to its irreduc- 
ible minimum (whatever that is) and if gov- 
ernment revenues are then still higher than 


spending? That may not happen if its sur- 
pluses disappear. But the administration 
reckons it will occur in 2008—and Mr Gen- 
sler’s more aggressive debt-repayment poli- 
cies would bring the date sooner. 

The idea of the Treasury one day having 
billions of dollars in cash to spend and no 
debt to pay off is something ofa political ice- 
berg—huge, but mostly below the surface. 
Some Republicans, such as Dick Armey, the 
majority leader in the House, are already ar- 
guing the excess cash should be used to cut 
taxes further. The Democrats balk at this and 
try to change the subject back to debt reduc- 
tion. But one possibility would be the gov- 
ernment investing the excess as a private citi- 
zen might—in the stockmarket. 

The administration estimates it will ac- 
cumulate $1.3 trillion of excess cash by 2011 
even after the tax cut. That would be enough 
tobuy 7% of the companies listed on the New 
York Stock Exchange, assuming the market's 
capitalisation were to grow in line with the 
economy. State and local governments al- 
ready own $2 trillion worth of shares— 
mostly through pension funds. The big dif- 
ference is that there are thousands of such 
funds, and to the extent that they make bad 
investments for political reasons (eg, buy 
companies in “their” state), they cancel each 
other out. In contrast, the federal govern- 
ment would be an 800-pound gorilla in the 
market, “fostering [as Grover Cleveland put 
it in the same speech] an unnatural reliance 
in private business upon public funds.” 

Perhaps the most elegant solution is one 
suggested by Mr Greenspan: use the excess 
cash to help set up individual retirement ac- 
counts, thus financing the transition costs of 
reforming Social Security, and using the cur- 
rent period of budget surpluses to plan for 
the day, a decade or so after the debt is paid 
down, when the retirement costs of the baby 
boomers will drive the budget back into def- 
icit. But first, politicians have to think 
through the implications of what paying 
down the national debt really means. At 
least they are starting to do that. 
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Stopping soft money 


EXT week, the campaign-finance gala ball kicks off on the 
floor of the Senate with debate on the so-called McCain- 
Feingold bill. This is America’s best opportunity in a decade to 
change its system of money politics. If the bill were passed, it 
would be the first big revision to campaign-finance legislation 
since the current rules were enacted in 1974. Supporters.of reform 
sometimes claim anything would be better than the current sys- 
tem. Well, perhaps. The immediate threat is that the bill will be 
amended into incoherence. But the worry remains that the bill 
presents the wrong approach for long-term reform. 

No one knows what the McCain-Feingold bill will look like if 
or when it emerges. In its favour, the election of 2000 replaced five 
senators opposed to reform with 
five who support it (the Senate has 
always been the obstacle: reform 
bills have passed the House). 
Against that, Democrats who sup- 
ported reform, knowing full well it 
would never survive opposition in 
the Senate, have begun to get cold 
feet now it stands a chance of pass- 
ing. And, of course, opponents are 
trying to inflict death on the bill by 
a thousand amendments. 

But the real question is not who 
will win in the Senate. That is any- 
way only the start of a process that 
will involve trying to persuade 
President Bush to sign the bill and 
defending the result against inev- 
itable challenge in the Supreme 
Court. Rather, the question is: are 
the proponents of change fighting 
the right battle? 

Over the years, McCain-Fein- 
gold has been stripped to its es- 
sence: banning “soft money”, the unregulated contributions that 
go to political parties. Soft money began as a way round the 1974 
controls imposed on personal donations to candidates (“hard 
money”), and, on the face of it, it sits right at the heart of the pro- 
blem. Soft money is the sort of thing only a lawyer could love. Any 
individual or any organisation can give as much soft money as 
they want to a political party to promote candidates for office, 
with the sole proviso that the party may not, under any circum- 
stances, suggest people actually vote for the candidate. Sensible, 
isn’t it? Except that the money can readily serve that purpose in 
modest disguise and does. 

This brilliant scheme has overwhelmed American election 
spending. The amount of soft money in presidential campaigns 
has risen from $90m (or 17% of the total) in 1992 to nearly $500m (or 
41%) in 2000. It alone accounts for well over half the increase in 
campaign spending in the past three elections, so if your aim were 
just to reduce the number of dollars in politics, banning soft 
money looks like your best bet. And some reduction is desirable. 
These days, to run as a senator even from a small state like John 
McCain’s Arizona requires raising $10,000 every week for six years. 
In California, you need to raise something like $50,000, week in 
week out. Politicians are pawns in their own fundraising efforts. 

That is on the “demand side”. On the supply side, soft money 
raises the appearance of influence-buying—and that is putting it 
very politely. The first bill that passed the House under Mr Bush 
made it harder for people to declare personal bankruptcy, some- 





thing that credit-card companies claim debtors have been doing 
too much. This claim is a matter of debate. What is unquestionable 
is that the credit-card industry has been one of the most generous 
soft-money donors to Republican causes. 

Soft money, then, looks like an irrational, bloated and corrupt- 
ing part of politics. Banning it should make things better—despite 
two possible drawbacks. First, if the same amount of money went 
directly tocandidates, rather than to parties, that might actually be 
worse, because candidates are in a better position than parties to 
dispense legislative quids pro quo. But the hard-money rules 
should limit that problem. 

The second worry about banning soft money is that it will un- 
dermine the parties, especially the 
Democrats, who depend on soft 
money more than Republicans do. 
This also seems unlikely. Parties 
would certainly have to move their 
fundraising away from corporate 
and institutional donors towards 
individuals. That, broadly, is what 
happened in the period between 
the hard-money limits in 1974 and 
the rise of soft money in the late 
1980s—-and it helped change the 
shape of the Republicans from cor- 
porate Rockefeller types to free- 
wheeling individualist Reaganites. 
Whether that was good or bad de- 
pends on your point of view. But it 
is not an argument against banning 
soft money. 

So banning soft money would 
represent an improvement to the 
current system. But is it right to ac- 
cept the guiding principle of the re- 
form—to find ways to restrict the 
amount of cash sloshing around the system? You can hardly stop 
money in politics—not least because the courts hold that limits on 
spending are limits on free speech. But micro-managing the sys- 
tem does not work. Rules like the one preventing parties from urg- 
ing people to vote for their own candidates are absurd. McCain- 
Feingold is basically more fiddling: an attempt to close loopholes 
by adding further restrictions to the rule book. 

For instance, a vital part of Mr McCain’s bill would ban ad- 
vertising by independent groups before elections. This is neces- 
sary because otherwise special interests could shift their soft- 
money donations into advertising campaigns of their own, which 
would be wholly unaccountable. The logic is impeccable. but 
alarming. To make the limits on personal contributions effective, 
you must bari soft money, To make the soft-money ban stick, you 
must limitindependent political advocacy. And whatdo youdoif 
youneed tö make those limits stick? The moral is not that the regu- 
latory system does not work. Itcannot. : 

The truth is that McCain-Feingold.underestimates the pro- 
blem. The whole campaign-finance system isa mess, not just the 
soft-money bit. Four years ago, Jonathan Rauch (Lexington’s for- 
mer colleague at The Economist) argued in the National Journal 
for a radical simplification: public financing of candidates who 
agree to eschew private money, total disclosure of all political con- 
tributions—and no other restrictions. That is not on the agenda. 
McCain-Feingold is—and it deserves to pass, but only as a tempo- 
rary improvement. The simplifying solution is some way off. 
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- Guyana’s closely observed 
election 


GEORGETOWN 


Why should a small country draw so many invigilators? 


EN days before Guyana’s election, on 

March 19th, all seemed calm in the capi- 
tal, Georgetown. Rival candidates had set 
out their stalls at a street fair under the trees 
on Main Street. The youth minister and the 
foreign minister of Guyana’s People’s Pro- 
gressive Party (ppp Civic) government could 
be seen in lively debate with teenage sup- 
porters of the opposition People’s National 
Congress (PNc Reform). Passers-by were 
splashed with red and blue paintin prepara- 
tion for a Hindu festival. Across town, the 
West Indies had just opened a five-day test 
match against South Africa. Relaxed Carib- 
bean democracy, you might think. 

Not many others think so. On polling 
day, international observers will be out in 
force: 170 of them, from 45 countries and 
affiliated to six different organisations, in- 
cluding the European Union and the Orga- 
nisation of American States. They are set to 
stay for ten days after the election. If neces- 
sary, they may stay longer. 

Local observers will be out in force, too. 
The Electoral Assistance Bureau (EAB) will 
deploy independent Guyanese observers in 
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most of the 1,879 polling stations. An elec- 
tions commission, half of whose members 
are opposition nominees, has been working 
tirelessly since May. It is chaired by a former 
army commander, Major-General Joseph 
Singh, one of the few prominent Guyanese to 
be respected by both sides of the political di- 
vide. Yet, since April 4th last year, a former 
elections manager from the London bor- 
ough of Hammersmith has also been keep- 
ing an eye on the commission, its staff, build- 
ings and records. About $4m-worth of 
international help has come in the form of 
new ballot boxes, computer systems, orga- 
nisation, transport and advice. That works 
out at $5 for each of the country’s 800,000 cit- 
izens, just to keep the election clean. 

An awful lot of fuss for a small country? 
At first, it seems so. The extent of trouble so 
far has been a protest outside the elections 
commission office because the voters’ list 
was not up to standard, and because too 
many people either do not yet have the new 
identity cards that were planned for the vote 
or allegedly have cards bearing someone 
else’s photograph. The commission agrees 


that there have been delays, but believes it 
can deliver most of the cards by polling day, 
and says that no qualified voter will lose his 
right to vote. 

Yet the invigilators are necessary, be- 
cause Guyana is trapped in a political mo- 
rass that has lasted almost 50 years. A history 
of disputed elections and ethnic bitterness 
divides the mainly Indo-Guyanese suppor- 
ters of the ppp, now led by the 36-year-old 
president, Bharrat Jagdeo, from the mainly 
Afro-Guyanese pNc, led by a 72-year-old 
former president, Desmond Hoyte. 

There are more Indo- than Afro-Guya- 
nese, but the pNc held power from 1964 to 
1992 through a series of blatantly rigged elec- 
tions. Outside help, mainly from ex-Presi- 
dent Jimmy Carter's foundation in Atlanta, 
helped broker the return to democracy in 
1992. Some PNC supporters rioted on election 
day, but the ppp’s victory was broadly ac- 
cepted. 

The next poll, in December 1997, was 
more troublesome. Three foreign observer 
groups and the EAB witnessed the prelimi- 
nary count at the polling stations and 
broadly endorsed the result (victory, again, 
for the ppp). But the formal reporting proce- 
dure was chaotic. An angry pNc refused to 
accept the elections commission’s verdict. Its 
supporters rioted into the new year. 

The Caribbean Community, Caricom, 
helped negotiate an agreement in July 1998. 
In return for peace, the ppp agreed to give up 
two years of its term of office. Diplomats 
talked of a power-sharing constitution. Both 
parties preferred instead to keep the winner- 
takes-all system, though with some limited 
reforms. 

The enc maintained its refusal to recog- 
nise the government, and sought justice in 
the courts. After three years, a ruling was 
handed down in January: the 1997 election 
had been illegal, because electors had been 
required to produce a special identity card at 
the polling station. This, the court has now 
ruled, interfered with the constitutional 
right to vote. 

Neither party was happy with this rul- 
ing, and both have appealed; but the judg- 
ment states that the present government 
must step down, at the very latest, by the end 
of March. So it is hard to see how the election 
can be postponed. Both the technical asses- 
sor from Hammersmith and Major-General 
Singh are confident that voting can go ahead 
on March 19th, with a voters’ list that meets 
international standards and the 1p cards dis- 
tributed. Guyanese voters will hope so, but 
cannot feel confident that the election will 
resolve the underlying rifts. 
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Colombia 


The outside 
world looks in 


LOS POZOS 


VER since the snail’s-pace peace talks be- 

tween President Andres Pastrana’s gov- 
ernment and the Revolutionary Armed 
Forces of Colombia (rarc) began two years 
ago, the guerrillas have refused to allow out- 
siders any role in helping to speed things up. 
So it seemed like progress when, on March 
8th, a group of ambassadors and diplomats 
from 25 foreign countries visited the rebel 
enclave in southern Colombia for a meeting 
with Farc leaders. But was it? 

After an hour-long drive in buses over 
rough tracks to the sweltering jungle village 
of Los Pozos, the diplomats were briefed on 
the peace process by both government and 
guerrilla negotiators. The FARC invited the 
envoys to three future meetings to hear its 


proposals on land reform, the substitution of 
drug crops, and a five-year moratorium on 
Colombia’s foreign-debt payments. The 
only concrete result was an agreement that 
ten countries (six Europeans, plus Canada, 
Cuba, Mexico and Venezuela) would act as a 
liaison committee, meeting the negotiators 
every two months, first of all to talk about 
coca eradication. 

The foreigners hope that through such 
meetings they can persuade the FARC to 
make more effort with the peace talks —and 
convey international condemnation of 
guerrilla kidnaps, murders of civilians, and 
involvement in the drug trade. The United 
States declined Mr Pastrana’s invitation to 
attend the meeting: though it says it supports 
the peace process, it refuses contact with the 
FARC until the guerrillas hand over those 
responsible for murdering three American 
indigenous-rights activists in 1999. 

The Farc seemed happy with the appar- 
ent international recognition bestowed by 
the diplomats’ presence. It likes to portray it- 
self as a force to be reckoned with, on level 





Women’s rule 


BOGOTA 


N A social experiment that has never 

before been tried in a capital city, Anta- 
nas Mockus, Bogota’s eccentric mayor, 
declared March 9th a women-only night. 
Female officers were given command of 
the police and emergency services, and a 
voluntary curfew was imposed to keep 
men from the streets after dark. Those 
chaps who slipped out (some in dresses) 
were heckled, hustled out of clubs and 
pelted with flour bombs. 

Mr Mockus felt that los machos 
should take a night off to ponder the fact 
that they cause most of Bogota’s violence. 
He wanted to provoke debate, and the 
media obliged with a flood of articles on 
violence inside the family, the division of 
household chores and the importance of 
teaching Bogotanos civic behaviour. Los 
machos came off badly on all counts. As 
for the curfew, this had dramatic results: 
with the men corralled indoors, the city’s 
murder rate and road accidents both fell 
by 80%, and other serious crime by 30%. 

Mr Mockus—a mathematician and 
philosopher of Lithuanian descent— 
seems to have a knack for making Bogota- 
nos change their bad ways. During his first 
term as mayor, from January 1995 to April 
1997, he coaxed through legislation forcing 
bars to close at 1am—and this in a city ad- 
dicted to all-night dancing. He offered a 
small sum of money for every illegal 
weapon handed in; these were melted 
down and recast, symbolically, as cutlery. 
With a series of witty campaigns, he 
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slashed the capital’s crime rates. 

He is also credited with overhauling 
Bogota’s finances, enough to allow some 
heavy investment in roads, and with 
building a network of parks and cycle- 
paths in a drearily concrete city. No sur- 
prise, then, that although Bogota’s mayors 
cannot serve a second consecutive term, 
voters took their first opportunity to re- 
turn Mr Mockus to office in January this 
year. It hasn’t taken him long to stamp his 
unique style on city hall again. But hold 
your applause: this Friday, it’s the men’s 
turn to run Bogota all by themselves. 
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terms with the government. At a rare press 
conference three days later, Manuel Maru- 
landa, the rarc’s veteran leader, said that he 
hoped that a “ humanitarian prisoner ex- 
change” would take place within the next 
ten days. For several years, the Farc has held 
some 500 police and troops, who surren- 
dered when their bases were attacked in 
1996-98. It wants to swap some 50 of these, 
whoare ill, for a similar number of sick guer- 
rilla prisoners—followed, Mr Marulanda 
said, by the unilateral freeing of up to an- 
other 100 servicemen. 

Such a deal is anathema to the armed 
forces and many politicians, given the FARC’s 
reluctance to agree to a ceasefire. Press re- 
ports suggest that only a few of the impris- 
oned guerrillas are in fact ill; they include re- 
bel leaders useful to the rarc’s military 
strategy. No sooner had the diplomats re- 
turned to Bogota than news came through of 
a FARC attack on a marine detachment 
guarding a telecoms tower on a mist- 
shrouded mountain in south-east Colom- 
bia. In the armed forces’ worst setback in a 
year, 17 marines were killed. 

In another blow to peace, Colombia’s 
second guerrilla group, the National Libera- 
tion Army (ELN), has suspended talks with 
the government. The ELN has seemed more 
eager than the rarc for a negotiated settle- 
ment. Last month, the government agreed in 
principle to hand over a 400,000-hectare en- 
clave in northern Colombia to the group, to - 
allow it to hold a peace convention. Since 
then, the army has staged a large-scale oper- 
ation in the area, aimed ostensibly at drug 
traffickers and right-wing paramilitary 
groups and to reassure civilians. The ELN 
claims it was the real target. 

Many Colombians still hope that tangi- 
ble results will soon flow both from the gov- 
ernment’s agreement with the ELN and from 
Mr Pastrana’s tête-à-tête last month with Mr 
Marulanda, which seemed to rescue the 
talks with the Farc from collapse. But there 
are no signs of such results yet. 





Argentina 


Case not closed 


BUENOS AIRES 


A ARGENTINA prepares to commemo- 
rate, next week, the 25th anniversary of 
its most recent and bloodiest coup, is it pos- 
sible that the human-rights abuses commit- 
ted then may at last be punished? Although 
the courts have taken their time, the pos- 
sibility now seems closer than ever. 
Argentina went further than most coun- 
tries in the region to bring the armed forces to 
book. Two years after democracy was re- 
stored, the members of the juntas that ruled 
between 1976 and 1983 were tried and re- 
ceived stiff sentences for the torture, kidnap- 
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ping and murder of as many as 30,000 peo- 
ple. But later governments backtracked. 


= Under Raul Alfonsin, in 1986, the Full Stop 


law limited further trials; a year later, the 
Due Obedience law excused the vast major- 
ity of officers on the grounds that they were 
only following orders. Mr Alfonsin’s succes- 
sor, Carlos Menem, pardoned the jailed 
members of the armed forces in 1990. That 
apparently closed the chapter. 

However, earlier this month a federal 
judge, Gabriel Cavallo, declared the am- 
nesty laws unconstitutional, allowing a case 
to proceed against army officers accused of 
the “disappearance” of a young couple and 


* their baby in 1978. Defence lawyers promise 


to appeal, adding that politicians ought to 
take the blame. Congress, declared one, had 
“demanded the elimination of these rats in 
any way possible.” 

Although Judge Cavallo’s ruling applies 
only to this case, it opens the way for similar 
rulings in the other cases he is investigating. It 
may alsoallow the re-opening of trials for re- 
lated crimes, including all those committed 
at Esma, the notorious Navy Mechanical 
School. Other judges may follow Judge Ca- 
vallo’s lead. 

It was the Centre of Legal and Social 
„ Studies (cers), a human-rights group, that 

petitioned Judge Cavallo to make his ruling. 
According to Victor Abramovich, CELS’s ex- 
ecutive director, that ruling has come now— 
after many years of foot-dragging—because 
of the growing importance of international 
law. War crimes in Yugoslavia and Rwanda, 
for example, do not lapse and cannot be sub- 
ject to amnesties. South American judges 
have also been emboldened by foreign at- 
tempts, especially those of Spain’s Baltasar 
Garzon, to extradite Argentine and Chilean 
military leaders. 

Even before Judge Cavallo made his rul- 
ing, 20 military leaders had been charged 
with the abduction of hundreds of babies 
from women who gave birth in jail before 
their disappearance: a crime not covered by 
the amnesty laws. So far three members of 
the last junta have been arrested, as well as 
the first and last military presidents. 
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The reaction of the 
armed forces has been 
mixed. Martin Balza, who 
headed the army until late 
1999, has publicly expressed 
his regret for human-rights 
abuses. His successor, Ri- 
cardo Brinzoni, regrets them 
too, but his self-criticism is 
much more measured and 
his defence of officers 
brought before the courts is 
more determined. 

Horacio Verbitsky, the 
president of CELs, agrees 
there could now be a pro- 
cession of army officers 
through the courts. But he 
points out that few of those accused are still 
in active service. Around 90% of current offi- 
cers either joined in the years after the dic- 
tatorship or were among the lowest ranks 
who did not take part in the abuses. Of the 
10% remaining, less than a tenth are likely to 
face charges. This means, says Mr Verbitsky, 
“that 99% have nothing to fear.” 

After Judge Cavallo’s ruling, some politi- 
cal and church leaders declared that Argen- 
tina should stop raking over the past. One 
newspaper poll showed, however, that 70% 
of Argentines oppose the amnesty laws. Per- 
haps for that reason, although the govern- 
ment has shown little enthusiasm for more 
trials, it has not tried to interfere. 


Chile 


Riding the rails 


BETWEEN SANTIAGO AND TEMUCO 





OWADAYS, only two trains a night run 

from Santiago, Chile’s capital, to Te- 
muco, in the south. This line, which covers 
680km (547 miles) is a railway buff’s dream. 
The wood-panelled sleeping cars were built 
in Germany in the 1920s; the 
dining car is a relic of the 1960s; 
and the waiters, many of 
whom have spent a lifetime 
working on the trains, happily 





regale their customers with 
tales of bygone railway glories. 

Can those glories be re- 
stored? Chiles government 
hopes so. Suburban railways, it 
says, are needed to improve ac- 
cess to big cities, while better 
long-distance services would 
reduce the tendency of Chil- 
eans to cluster in Santiago. (The 
city has about one-third of the 
country’s 15m inhabitants.) 
Trains would help reduce road 
deaths and cut pollution, be- 
sides offering grand views of 
the Andes out of the window. 
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However, the government’s arguments may 
not cut much ice with private investors—or 
with the general public. 

Until the Pan-American highway was 
completed in the 1960s, the train was the best 
way to get to the south of Chile. Today, there 
is fierce competition both from coaches on 
the highway, which is being upgraded 
through concessions to private companies, 
and from air services. Most Chileans steer 
clear of the trains, which keep poor time and 
often offer a rocky ride. Many passengers 
(and almost all those eating in the expensive 
dining cars) are tourists. 

The decline of the trains, like much else, 
is partly General Augusto Pinochet’s fault. 
Probably out of gratitude to the lorry drivers, 
whose strike helped pave his way to power 
in 1973, he starved the railways of money. 
During his 17-year dictatorship, passenger 
services from Santiago to the north and to 
Valparaiso ground toa halt, and Santiago lost 
one of its two terminals. 

When President Ricardo Lagos, a moder- 
ate socialist, took office last March, he prom- 
ised improvements in passenger-train ser- 
vices, especially in the suburbs. “A per 
capita income of around $5,000 is the stage at 
which countries start to need suburban rail- 
ways,” says Nicolas Flaño, the president of 
EFE, the state railway company. 

As part of a $112m, three-year invest- 
ment programme, EFE has already de- 
veloped suburban services into Santiago 
from towns on the line south. Within the 
next few months, the government plans to 
offer a private tender for a new service be- 
tween Santiago and Melipilla, a town 60km 
south-west of the capital. That project will 
require an estimated investment of $140m, 
some of which will come from the govern- 
ment. If the tender is successful, more may 
follow to develop other suburban services 
and to improve services to the south. 

Gradually, ere is building a better ser- 
vice. By the end of next year, it expects track 
repairs to have cut the journey time from 
Santiago to Temuco from 12!2 
to nine hours. The company 
will soon take delivery of 
more modern trains, acquired 
second-hand from Spain. But 
the government has said that 
further improvements, in- 
cluding the extension of pas- 
senger services to Puerto 
Monttin the far south, will de- 
pend on private finance. 

Private companies, how- 
ever, will expect big subsidies 
in return for investing in 
Chile’s run-down railways. 
And that is exactly the rock on 
which an attempt to privatise 
passenger services foundered 
in the 1990s. There’s still time 
to get that bus, if you run. 
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MEXICO CITY 


CT HIRTY PESOS!” As soon as Subco- 

mandante Marcos, the telegenic 
spokesman of Mexico’s Zapatist rebels, 
finished speaking to the crowds that 
packed Mexico city’s zocalo, or central 
square, the t-shirt vendors began drop- 
ping their prices. The rebels’ two-week- 
long roadshow, which ended in Mexico 
city on March uth, was as awash with mer- 
chandising as any pop concert—balaclava 
hats, scarves, badges, Zapatist dolls, and T- 
shirts bearing the subcomandante’s face 
on the front and the dates of the “Zapa- 
tour” on the back. 

President Vicente Fox welcomed the 
Zapatour, and, in the interests of peace, al- 
lowed it to enter the city with 
the protection of thousands of 
police. He had promised a rad- 
ical break with the policies of 
his predecessors in the Institu- 
tional Revolutionary Party 
(pri), who had relied on some- 
times brutal repression of the 
seven-year-old Zapatist rebel- 
lion. But with the tour over, the 
hard work is just beginning. 
The Zapatists promise to stay 
in Mexico city until Congress 
passes a long-pending but 
controversial bill on Indian 
rights. And Congress is a 
b harder nut to crack. The leader 
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of Mr Fox’s National Action 


Going cheap 


The Zapatour at ground zero 


Party (PAN), Diego Fernandez, often an ad- 
versary of the president, said this week 
that the bill will not pass without “thor- 
ough changes”. 

Many legislators from the ran and the 
PRI do not like the bill’s central provisions: 
giving Indian communities some auton- 
omy to govern themselves by traditional 
customs, and some control over the natural 
resources on their land. These resources, 
suchas water, oil and minerals, are particu- 
larly rich in the south-eastern states of the 
country, which alsohave the largest Indian 
populations. But these are the poorest 
states, since their wealth has tended to go 
straight into the government's coffers or 








into landowners’ pockets. 

When Marcos and his colleagues ar- 
rived in the capital, congressional leaders 
proposed a meeting to discuss the bill. 
Marcos called this “humiliating” and said 
that he wanted to make a formal address to 
Congress. Legislators reject that idea, so 
matters are at a standstill. Nor is there any 
sign yet of rebel willingness to revive the 
peace talks that were abandoned in 1996. 
On March 14th, Mr Fox admitted that “we 
are at a dead end.” He hopes still to sit 
down with Marcos next week. That looks 
optimistic. 

The Zapatists’ achievement has been to 
draw worldwide attention to the Indians’ 
plight. They have also given Mexico's 
splintered political left something to agree 
on. The general public is sympathetic, too. 
The challenge for Marcos, a consummate 
publicist, is to build on and 
maintain that support now 
the march is over. His intransi- 
gence is not a good start. 

For Mr Fox, the challenge is 
to convince the sceptics—not 
just Congress, but also busi- 
nessmen, many of whom sup- 
ported his electoral bid. When 
he told a recent gathering of 
company bosses that he wel- 
comed the Zapatour, he got a 
lukewarm reception. Both 
men will have their work cut 
out. Perhaps the price of Mar- 
cos T-shirts will, after all, be 
the best indicator of the Zapa- 
tists’ fortunes. 











Canada 
It's tough on 
the left 


OTTAWA 


LL winter, the New Democratic Party 
(NDP), traditionally the third force in 
Canadian politics, has been in the dumps. 
After 40 years of nudging Liberal (and, occa- 
sionally, Progressive Conservative) govern- 
ments towards social democracy, it is on the 
brink of reinventing itself. The renewal will 
get its first airing with street protests in Que- 
bec city during the Summit of the Americas 
next month, and will be followed, the npp 
hopes, by rejuvenation in the rest of Canada. 
In the west, the New Democrats still run 
three of the four provincial governments. 

It was last November’s election that 
made renewal necessary. In the noisy duel 
between Jean Chrétien’s Liberals and the 
newly minted Canadian Alliance, led by 
Stockwell Day (from which Mr Chrétien 
emerged decidedly the winner), the NDP 
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leader, Alexa McDonough, was left on the 
sidelines arguing about health care. Her 
party won only 13 seats (having held 21 be- 
fore), and attracted only 8% of voters. In the 
good old days under Ed Broadbent, in 1988, 
the party won 43 seats with 20% of the vote. 

Ms McDonough is getting plenty of (con- 
flicting) advice on how to recover. Mr Broad- 
bent himself stepped out of the academic 
shadows to announce a conference in May 
on the future of social democracy in Can- 
ada—and on the relevance of the npr. The 
president of the Canadian Auto Workers, 
Buzz Hargrove, called for a return to socialist 
principles. Svend Robinson, the most radical 
of the surviving NDP mes, urged party lead- 
ers to be more passionate about the threat of 
globalisation. Ms McDonough took sound- 
ings in her caucus, and emerged with the 
idea of going to the barricades at the April 
summit. Mr Robinson, taking this very seri- 
ously, has booked the largest parliamentary 
committee room on March 22nd to give his 
colleagues some necessary lessons in the art 
of non-violent resistance. 

Itisa start, but hardly a useful new direc- 
tion for the party. That remains elusive. 


Hardly anyone suggests moving right, al- 
though Ms McDonough had a brief flirtation 
with Tony Blair’s Third Way. Many want to 
copy Canada’s Liberal model, making the 
federal party independent of its provincial 
organisations and the different bits of local 
baggage they carry. 

After that, opinions divide. Should the 
NDP simply be a movement, offering fresh 
ideas to other federal parties? Should it 
change its name to, say, the Citizens Party 
and campaign for mass-membership in the 
unions, rather than be tied to union leaders? 
Mr Broadbent, who thinks Canada’s first- 
past-the-post electoral system is “outra- 
geous for a democracy”, would like the party 
tochampion electoral reform. He also points 
out that Germany and Sweden have poverty 
rates half those of Canada, and suggests that 
social democrats elsewhere are finding the 
right policies. Why can’t the NDP? 

The strength of debate suggests the party 
is gaining new life. The test for Ms McDo- 
nough will come in November, when the 
federal convention of the npr includes a 
vote on who should lead it. 

a 
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Congo’s new president 
meets the world 


Joseph Kabila is making a good impression in western capitals. But 
the issues at the heart of Congo’s war remain unresolved 


HEN Joseph Kabila acceded to 

Congo’s shaky throne after the mur- 
der of his father on January 16th, outside ob- 
servers thought they could see a window for 
peace. Although such hopes are still alive, 
the window could by now be misting over. 

The optimism was based on Mr Kabila’s 
apparent willingness to co-operate with the 
United Nations in implementing the peace 
agreement signed in Lusaka in 1999. The ac- 
cord lays out a way for ending Congo’s 30- 
month war, and securing the withdrawal of 
all foreign armies from the country. 

His father, Laurent Kabila, had contin- 
ually snubbed the un and foreign leaders, 
and even, on occasion, his own Zimbab- 
wean, Angolan and Namibian allies. He re- 
fused to accept Ketumile Masire, a former 
president of Botswana, as the mediator in a 
political dialogue with Congo’s many politi- 
cal forces, even though Mr Masire had been 
appointed with the agreement of all parties. 
He prevented the deployment of un mili- 
tary observers in Congo. And he declared 
that he wanted the Lusaka accord rewritten. 

Joseph Kabila has been much more flex- 
ible on all these issues. He claims to want the 
Lusaka accord implemented. Mr Masire is 
due to begin a ten-day visit to Congo. The UN 
is deploying its observers, and on March 12th 
Mr Kabila met Roberto Garreton, the UN 
rapporteur on human rights, and encour- 
aged him to investigate alleged brutalities. 

The new president has been to the Un- 
ited States to talk to the Bush administration 
and the un secretary-general. He has met 
President Jacques Chirac in Paris, and this 
week was visiting Britain, the Nordic coun- 
tries and Belgium, where he will see the 
European Commission’s president. He has 
reopened talks with the mr and World 
Bank, and embarked on economic policies 
that the West would approve. His message is 
that he wants peace, the withdrawal of 
Ugandan and Rwandan forces, full deploy- 
ment of uN observers, a conference on re- 
gional peace, and talks with his opposition. 

All this is good news, but in bringing it to 
western capitals Mr Kabila is preaching to 
the converted. He has pleased the West by 
attending to their concerns. But when he 
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speaks of the fundamental issues of 
the war, he is still vague. Worse, in 
some crucial areas he simply repeats 
his stubborn father’s mantras. 

Mr Kabila lacks legitimacy and 
power. Indeed, he sounds more like 
an envoy than the boss, though no- 
body is sure who in the background 
might be pulling the strings. The mo- 
tive for his father’s killing appears to 
have been personal, which allowed 
the son to be slipped into the job with- 
out political power changing hands. 
He has yet to appoint a government. 
Nor, since his inauguration, has he ap- 
peared on television to explain his 
plans to the Congolese people. 

Like his father, Mr Kabila depends 
on the armies of Angola, Zimbabwe 
and Namibia. But his father was also 
skilful in manipulating the factions that 
make up the Congolese army. His best fight- 
ers came from outside: members of the for- 
mer Rwandan army, Rwandan Hutu militias 
and Burundian Hutu rebels, all of them de- 
termined to overthrow the Tutsi-dominated 
governments in their own countries. 

The younger Kabila lacks the authority 
and the political skill to keep all this diversity 
together. There are already signs of disinte- 
gration, with the Zimbabweans and Ango- 
lans backing leaders from different ethnic 
groups. This could explode into open war- 
fare between the twoallies, as happened last 
year when Rwanda and Uganda backed op- 
posing rebel factions. In the meantime, Mr 
Kabila is hostage to ethnic groups and rival 
factions, fearful of alienating any of them. 

Heis trying to persuade the United States 
and Europe to put pressure on Rwanda and 
Uganda to pull their troops out of eastern 
Congo. The invaders have recently made 
gestures of withdrawal, but they want the 
Rwandan and Burundian Hutu groups to be 
disarmed. The Lusaka agreement lays down 
that all “negative forces” must hand in their 
weapons. Such forces are taken to mean the 
Mai Mai “self-defence” units, former Rwan- 
dan soldiers, the killer militias from the 1994 
Rwandan genocide, known as the Intera- 
hamwe, and Burundian rebels. 


A time for a loyal son to be disloyal 





Speaking in London this week, Mr Ka- 
bilacast doubt on the existence of the Intera- 
hamwe or of former Rwandan soldiers in 
Congo, and expressed sympathy with the 
Hutu rebels from Burundi. The Mai Mai, he 
suggested, were not “negative forces”. It be- 
came clear that he had no interest in seeing 
any of these groups disarmed. The Congo- 
lese, he said, had every right to arm them- 
selves against the Rwandan and Ugandan 
invaders. He appeared to reject the call, 
made both in the Lusaka agreement and ina 
Security Council resolution, for the with- 
drawal of all foreign forces. Congo is a sover- 
eign country, he said, and had invited Zim- 
babwe, Angola and Namibia to send their 
troops to help defend it. 

Mr Kabila’s commitments to allow UN 
deployment, promote an internal dialogue 
and allow cruelty to be investigated, gain 
him credit with the West. But the issues at the 
heart of the war must still be tackled. An im- 
portant test starts this week: from March 
15th, all the battling parties have agreed to 
begin a two-week process of disengagement 
from the war front. The aim is to set up a 
buffer zone between the warring armies and 
factions. If this aim should, against all expec- 
tation, succeed, the Lusaka procedures could 
at last get going in earnest. 

Fi a 
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INTERNATIONAL 
Uganda 


Tarnished victory 


KAMPALA 


E WAS duly re-elected on March 12th to 

a final five-year term as Uganda’s pres- 
ident, with nearly 70% of the votes. But the 
sheen was taken off Yoweri Museveni’s vic- 
tory by allegations of rigging, and by his 
main opponent's refusal to recognise the re- 
sults. Kizza Besigye, a former minister in Mr 
Museveni’s government, got 28% of the 
votes; the other four challengers less than 3% 
between them. Outsiders monitoring the 
election affirmed that the result basically re- 
flected voters’ wishes: Mr Museveni still has 
strong support in the country’s rural areas. 
But they added that if the malpractices had 
been factored in, Mr Museveni would have 
won by a considerably narrower margin. 

Even before the final results were in, Dr 
Besigye had demanded fresh elections. He 
made clear his intention to challenge the re- 
sults in court. His campaign team, which had 
already complained of intimidation, talked 
of violence, stuffed ballot boxes, and the fer- 
rying in of illegal voters. A group of interna- 
tional reporters in Dr Besigye’s hotly con- 
tested home region in western Uganda had 
first-hand evidence of election misdeeds, in- 
cluding forced voting. The president’s peo- 
ple concede that there may have been a bit of 
rigging by over-enthusiastic agents. But they 
insist that, if there was, it was minimal and 
done on the agents’ own initiative. 

Mr Museveni’s victory brings to an end 
two months of heated campaigning. He had 
been challenged once before in his 15 years in 
power, but Dr Besigye was his first credible 
opponent. Campaigning as a reforming 
member of the ruling National Resistance 
Movement, which restricts political-party 
activity in the name of national unity, Dr Be- 
sigye promised a swift return to full pluralist 
democracy and to do away with nepotism, 
corruption and cronyism. 

Feeling himself threatened, Mr Muse- 
veni pursued a heavy-handed campaign, 
calling in the army to help the police. Soldiers 
were seen manhandling opposition agents, 
and even opening fire. As tensions increased, 
Mr Museveni, who is generally recognised 
for the fight he has led against urv infection 
rates in Uganda, attacked Dr Besigye for hav- 
ing Arps. He also declared Rwanda, which 
used to be Uganda’s ally in the Congolese 
war, “a hostile country”. This, apparently, 
was said to deny Dr Besigye any campaign 
money that he might have received from the 
Rwandan government. 

Will Mr Museveni now address the is- 
sues that were raised by Dr Besigye during 
the campaign? Many of the president's sup- 
porters inside the government share the 
challenger’s concerns. They are hoping that 
the shock of facing a powerful rival will ob- 
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Museveni raises his trademark hat to five more years 


lige Mr Museveni to confront issues that he 
has avoided, including a return to pluralism. 

It was high time, the president said im- 
mediately after the election, that he began 
giving people cabinet jobs on the basis of 
their regional support for him. This was curi- 
ous: Mr Museveni has always justified his 


political system on the not unreasonable 
grounds that it is broad-based and all-inclu- 
sive. He has never ruled out a return to plu- 
ralism but now he says he will consider it. 
Could it be that he is preparing to turn the 
Movement into a normal political party, 
ready to compete in pluralist elections? 

— a 





Zambia 


Glued to the throne 


LUSAKA 


P= is sweet, remarked Frederick Chi- 
luba when he became Zambia’s presi- 
dent in 1991. Hoping not to relinquish it, he 
wants to amend the country’s constitution 
so that he can run for a third term in the 
presidential election that has to be held be- 
fore November. In public, he hints only that 
he might stand again if the people demand 
it, but no one is fooled. 

Born poor, Mr Chiluba now lives in a 
palace, drives around in a motorcade and 
wears monogrammed shoes with towering 
heels (he is rather short). He may have other 
pressing reasons for wanting to glue himself 
to the throne. As president, he is immune 
from prosecution. If he leaves office, he 
could face some awkward questions. Cor- 
ruption seems to mar virtually everything 
his government does, from piping oil to buy- 
ing maize to avert famine. 

Mr Chiluba first rose to prominence as a 
crusader against one-party rule. His amiable 
predecessor, Kenneth Kaunda, was presi- 
dent for 27 years, banned opposition parties 
and closed the economy so effectively that 
even rich Zambians had trouble buying 
soap. Mr Chiluba was elected to change this 
and, with donor support, he had many early 
successes. He brought inflation down from 
Over 100% to only 20% in 1999, although it has 


since crept back to 30%. He cut tariffs, re- 
pealed exchange controls, and welcomed 
foreign investors. 

All this filled the shops with goods, but 
only the rich can afford most of them. And 
the ways people make money in Mr Chi- 
luba’s Zambia are too often crooked. For in- 
stance, foreign donors cheered when 248 out 
of 280 state-owned firms were privatised. 
But many of the companies were sold for a 
song to the government's cronies. 

The copper mines, Zambia’s biggest as- 
set, could not be treated this way without 
upsetting outsiders. But the government 
dithered over the sale until last year, and 
then the mines went for far less than had 
been offered earlier. The cost of this blunder 
amounted to about half a year’s income for 
every Zambian. Moreover, before privatisa- 
tion, much of the mines’ cobalt output had 
been sold cheaply to mRG, a trading firm in 
the Bahamas. Someone appears to have 
made a huge profit by selling the metal on at 
market prices. The finance minister, Katele 
Kalumba, said on March ist that the govern- 
ment was suing MRG, but gave no details. 

Over the past decade, Zambia received 
foreign aid equivalent to about $900 a head. 
Yet, says the World Bank, Gnr per head fell 
from $390 in 1991 to $330.in 1999. Much of the 
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aid went to paying old debts. But the govern- 
ment’s performance has been woeful. Re- 
forms are rarely followed through, and a for- 
tune is wasted on fripperies. One example: 
aps has reduced Zambian life expectancy 
from 47 years in 1990 to 40 today, but the 
budget this year for fighting the disease is 
only half as much as will be spent on build- 
ing villas for visiting African heads of state. 
Mr Chiluba has a number of ways to 
help secure his third term. First, there are car- 
rots. The president has a large discretionary 
fund from which to dole out goodies. Politi- 
cians from the ruling Movement for Multi- 
party Democracy (MMD) receive all manner 
of perks, and loans which they do not neces- 
sarily repay. Then there are the sticks. Those 
who anger Mr Chiluba are sacked: two min- 
isters were ousted on February 27th for “im- 
pertinence”. Those who are sacked are often 


then investigated for corruption or tax eva- 
sion, and their soft loans are called in. Mem- 
bers of parliament who are flown regularly 
to Johannesburg for arps treatment are es- 
pecially reluctant to rock the boat. 

So will Mr Chiluba succeed himself? It is 
still far from certain. First, he must change his 
party’s constitution, and then the country’s. 
The mop has the necessary two-thirds ma- 
jority in parliament, but if the speaker heeds 
calls for a secret ballot, Mr Chiluba could 
lose. And even if he manages to change the 
constitution, he has still to win the election. 

Whatever happens, outsiders will prob- 
ably go on paying Zambia’s bills. The coun- 
try may not be well governed, but it is an is- 
land of peace in a warring region, and it is 
host to hordes of refugees. The trouble is that 
donor indulgence gives the president the im- 
pression that he can get away with anything. 
= 





The Palestinians 


Waking up to life under Sharon 


RAMALLAH 


A dire scene in the West Bank and Gaza from which only Hamas can gain 


ALESTINIANS awoke this week to the era 

of Ariel Sharon. Three 3.5-metre (12-foot) 
deep trenches had been gouged out of the 
road linking the West Bank town of Ramal- 
lah to 33 Palestinian villages to its north. Is- 
raeli tanks were strewn on Ramallah’s main 
road to Jerusalem. The blockade imprisoned 
Over 50,000 people within the Palestinian- 
controlled town, and hindered access for 
160,000 others. But this was not a collective 
punishment, insisted Israel’s new prime 
minister. The siege had been tightened be- 
cause intelligence reports said that a Pal- 
estinian cell in the town was planning car- 
bomb attacks in Jerusalem. 

Mr Sharon says he wants to ease the suf- 
fering of Palestinians. A few people are now 
being allowed through the new roadblocks. 
But for any real easing, says Mr Sharon, 
Yasser Arafat must first publicly denounce 
all Palestinian “violence and terror”, act 
against members of his armed forces en- 
gaged in this violence, and resume security 
co-operation with the Israeli army. 

Mr Arafat is unlikely to do what is de- 
manded. Addressing his parliament this 
week, he said that he was ready to negotiate 
with the new Israeli government. But Israel’s 
terms as they stand are unacceptable. Mr 
Arafat revived his call to the un to dispatch 
forces to protect civilians in the occupied ter- 
ritories, and asked a visiting European Un- 
ion delegation to urge Israel to lift the siege 
and transfer the $50m in tax revenue it owes 
his authority. The delegation did so, and got 
short shrift. “It is immoral to demand that Is- 
rael pay the salaries of Palestinian forces that 
are involved in terrorist action,” Mr Sharon 


50 





told the Europeans on March 13th. So the in- 
tifada, says Mr Arafat, will continue. 

But the al-Aqsa intifada has long since 
become little other than an unequal, and 
largely purposeless, low-level combat be- 
tween elements of Mr Arafat’s security 
forces and the Fatah movement on one side, 
and an Israeli army primed for confronta- 
tion on the other. It is a conflict that the Pal- 
estinians can only lose. 

This week unrwa, the agency responsi- 
ble for the welfare of Palestinian refugees, 
said that 250,000 people had lost their jobs 
since Israel imposed its blockade in October, 
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pitching ım Palestinians (a third of the 
population) into penury. The International 
Committee of the Red Cross said that, for 
first time since 1967, some West Bank villages 
are now so destitute that starvation was a 
possibility “if the current situation persists”. 

Palestinian health services give warning 
that the Israeli army’s new division of the 
West Bank into 60 separate military en- 
claves, and Gaza into four, not only prevents 
access to hospitals (one or two people have 
already died as they tried to make their way) 
but also the implementation of basic vac- 
cination programmes. “The punishment is 
medieval,” said a doctor. But so, he admits, 
are the present forms of resistance. 

Attempting a different path, Palestinians 
staged a peaceful march on March 12th to 
dent the blockade between Birzeit Univer- 
sity and Ramallah. They used non-violent 
tactics, sitting down in front of army bull- 
dozers, and dismantling barricades stone by 
stone. But they were met with a hail of tear- 
gas and rubber-coated steel bullets. And in 
what appeared to be a deliberate murder, a 
leading Fatah activist was killed. Going back 
to older tactics, Fatah vowed two “days of 
rage” to break the siege and avenge his death. 

In such a cycle the only winners appear 
to be Mr Arafat’s main domestic opponents: 
the Islamists of Hamas and Islamic Jihad. 
They have no time for non-violent protest, 
or meetings with the Ev. Instead, exploiting 
the authority’s weakening control, they are 
providing welfare to the Palestinian poor, 
and rebuilding their own armed wings. They 
watch their popularity grow toa par with Fa- 
tah’s in Gaza, Nablus and Hebron. They have 
threatened to “greet” Mr Sharon with ten at- 
tacks inside Israel, the first of which took 
place in Netanya on March 4th. “We will 
have to suffer Sharon,” said a Hamas leader 
in Gaza. “But we won't suffer alone. The Is- 
raelis will also suffer.” 
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Muddle in Moscow 


MOSCOW 


President Vladimir Putin’s biggest achievement in Russia has been political 
stability. Intrigues—or at any rate confusion—now put that in doubt 


HEN a government faces a no-confi- 
dence vote in parliament backed by its 
own supposed supporters, something odd is 
afoot. When, a few days later, those same 
law makers change their mind, it looks even 
odder. And when the president of the coun- 
try decides that this is just the time to take a 
short holiday, then you have a choice be- 
tween a bunch of baroque conspiracy theo- 
ries—or the conclusion that Russia’s political 
leadership is losing its grip. 

The background to the story is that the 
gloss is wearing off Vladimir Putin’s presi- 
dency. It is not just that reform has bogged 
down, that economic growth is fizzling out, 
and that the Chechen war is dragging on un- 
winnably; the Kremlin’s own authority also 
seems to be fraying. 

Regional chieftains and tycoons, whose 
self-important antics plagued the Kremlin 
under Boris Yeltsin, are less visible these 
days, but still uncomfortably powerful. The 
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most striking example came recently, after 
the Kremlin forced the resignation of Yev- 
geny Nazdratenko, the notoriously thuggish 
governor of the ill-run Maritime Territory in 
Russia’s far east. Kremlin officials had de- 
nounced his incompetence, which left the 
energy-rich region freezing through the win- 
ter, Many Russians hoped his next 
stop would be prison. But instead, 
inexplicably, he gained a lucrative 
new job in charge of the country’s 
fisheries. Russians quipped that the 
next few months would see a na- 
tionwide shortage of fish. 

In a country where wisecracks 
are a significant political barometer, 
it is telling that jokes, mostly lewd, 
are now surfacing about the presi- 
dent’s personal failings, chiefly in- 
decisiveness. Russia’s opinion polls 





worthy—and in any case his standing is arti- 
ficially bolstered by a servile state-run tele- 
vision. It could prove brittle. Last month, the 
previously docile Communist Party said it 
would propose a no-confidence vote in the 
government. For a tame opposition that en- 
joys some of the juiciest positions in the 
lower house of parliament, the Duma, that 
was very unusual. Still more startling was 
that the main pro-presidential party, Unity, 
then said it would back the move. 

The reason, supposedly, was to embar- 
rass the Communists. Under Russia’s con- 
stitution, a no-confidence vote can eventu- 
ally lead to new elections. Unity said that it 
would gain seats from the Communists and 
other opposition parties. Many of Unity’s 
own deputies complained about the move. 
So did Mr Putin. The party obediently 
changed its mind. The no-confidence vote, 
on March 14th, failed dismally. 

What is going on? There are plenty of 
theories. The simplest is that Unity is a 
shambles, with a weak, inexperienced lead- 
ership that got out of line with both the 
Kremlin and its own parliamentarians. That 
fits the facts: the party was hurriedly assem- 
bled and is short of talent. Many of its depu- 
ties would hate to give up their lucrative po- 
sitions early. But it gives an unsettling 
impression of amateurishness. Why did Mr 
Putin’s fixers let the whole mess develop? 

An alternative is that Unity was indeed 
acting on behalf of the presidential adminis- 
tration—or of a clique within it. Perhaps the 
aim was to prop up the prime minister, 
Mikhail Kasyanov, who enjoys only luke- 
warm support from the president. To sack 
the prime minister now, after the vote was 
lost, would look like a feeble concession to 
the Communists. 

There are also signs that some nervous 
souls in the Kremlin would like early par- 
liamentary elections now, while Mr Putin’s 
popularity is still high, rather than waiting 
for those due in 2003 when the authorities 
may be less popular—and when Mr Putin, 








still show Mr Putin as very popular. 











But they are not completely trust- 
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presumably, will be running for a second 
presidential term in 2004. 

Less popular the authorities may indeed 
deserve to be. Since the bold tax cuts of last 
summer, there has been much waffle about 
big changes to come, but little sign of them in 
practice. 

Bureaucrats are proving the main obsta- 
cle to reform. This month government min- 
istries shot down an attempt to reform the li- 
censing of businesses, a notorious source of 
corruption. A new legal framework for for- 
eign energy and mining companies, which 
could attract many billions of dollars of in- 
vestment, and has the personal backing of 
both the president and the prime minister, is 
far behind schedule. Another crucial reform 
is that of Russia’s fearsome and unaccount- 
able prosecutors. The Kremlin has hastily 
backed away from this too. 

While the handful of really reform- 
minded ministers has so far proved to be 
disorganised and ineffective, other bits of the 
Russian state are getting on with what they 
do best: looting and bullying. The overlap 
between government and business remains 
large and murky. The security services’ grip is 


strengthening. Grigory Yavlinsky, leader of 
Yabloko, a tiny liberal party, says the Krem- 
lin is creating a “bureaucratic police state”. 

The best news, in a way, is the resistance 
of vested interests to the proposed reforms: it 
at least shows that they are seen as some sort 
of threat. But toovercome that resistance will 
require a lot of presidential clout—which is 
not apparent. 

So far, Mr Putin has listened hard, but 
wavered when it comes to decisions. Some- 
times he favours his liberal advisers. The 
next minute he is closeted with the hard men 
in uniform, or is being swayed by the many 
denizens of the Kremlin left over from the 
Yeltsin era. He spends an extraordinary 
amount of time talking to foreign leaders: 
this year’s tally includes leading politicians 
or government officials from Azerbaijan, 
Austria, Belarus, Britain, Finland, Germany, 
Iran, Israel, Latvia, Moldova, NATO, the Neth- 
erlands, Nigeria, Slovakia, Slovenia, South 
Korea, Ukraine and Vietnam. But at home, 
rather than get involved in the current ker- 
fuffle, Mr Putin went on holiday, toa moun- 
tain resort in Siberia. Aides said he was 
working on an important speech. 





Germany 


The cheque isn’t 


BERLIN 


CC A ERMAN industry has understood its 

moral responsibilities,’ a relieved 
Chancellor Schröder said on learning that 
German business had finally managed to 
raise the full DMs billion ($2.3 billion) prom- 
ised to compensate Nazi-era slave labourers. 
Just 24 hours before the chancellor was due 
to meet industry leaders, to break a new 
deadlock in the long-running drama over a 
reparations settlement, the compensation 
fund set up by German industry last year 
announced that it had at last succeeded in 
finding the missing DM1.4 billion. 

But it was not simply a new awareness of 
moral responsibility for the sins of their fa- 
thers and grandfathers, nor even the threat 
of having their heads knocked together by 
an irate chancellor, that prompted Ger- 
many’s corporate business elite finally to 
pay up. It was more the danger of potentially 
ruinous new claims and the threat to Ger- 
man industry’s image abroad, particular in 
the United States. 

Last week’s refusal by a New York dis- 
trict court judge to throw out a class action 
brought against German banks by former 
forced labourers had thrown business lead- 
ers into a tizzy. Under the compensation 
agreement thrashed out last summer be- 
tween lawyers for the victims and German 
negotiators, the American government had 
promised to issue a “statement of interest” 
recommending that American courts dis- 
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miss all pending and future claims against 
German companies. On that basis, German 
business had agreed to pay its DMs billion in 
compensation, with a further DMs billion 
coming from the German government. 

The aim was (and is) that the compensa- 
tion fund should be able to pay the esti- 
mated ım survivors of forced labour, most of 





A slave smiles for the camera 


them in Central and Eastern Europe, 
DM15,000 apiece if their work was done in a 
concentration camp, DMs5,000 if it was in the 
less awful conditions of a factory. But there 
was a problem, which is now crystal clear: 
that the government of the United States 
could provide no water-tight guarantee 
against further claims in American’s wholly 
independent—and not famously German- 
loving—courts. It was growing awareness of 
this risk that had made German companies 
increasingly reluctant to make donations to 
the fund. 

Contributions have always, in theory, 
been purely voluntary. To date, some 6,000 
firms, nearly half of them not even founded 
until after the 1939-45 war, have made con- 
tributions. The fund’s organisers “strongly 
recommended” that industrial firms put in 
0.1% of their annual turnover, commercial 
ones 0.01%, and banks 0.01% of their balance 
sheet total. These recommended figures 
were increased by half last month. 

Some companies have paid a lot more 
than was asked for; some a lot less; others, in- 
cluding some suspected of having benefited 
from forced labour, have paid nothing. 
Though the fund organisers have drawn upa 
list of those who have contributed, they 
have always refused to publish a “black list” 
of those who have not. In her ruling, the New 
York judge made clear that one of her rea- 
sons for refusing to dismiss the claim against 
the German banks was German business’s 
failure to produce the full DMs billion prom- 
ised. Business leaders squealed and claimed 
the ruling was ill-founded and incorrect. But 
it seems to have done the trick—in a fashion. 
The fund’s 17 founder members, all of whom 
have already made hefty contributions, 
have now promised that, if the fund’s arm- 
twisting of recalcitrant firms is insufficient, 
they themselves will produce all the money 
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needed to reach DM5 billion. 

There’s good reason to get moving. Most 
of the surviving victims are probably aged 
around 80, and they are dying fast. So negoti- 
ators on both sides are anxious to get a final 
settlement as rapidly as possible. Besides, Mr 
Schröder wants to be able to leave for his first 
meeting with President Bush at the end of 
this month with everything neatly sown up. 

Yet under last year’s agreement the Ger- 
man fund is not permitted to start making 
payments to Hitler’s victims until Ger- 
many’s parliament has passed a resolution 
confirming that a “satisfactory legal peace” 
has been achieved—which it plainly has not 
as long as the New York ruling stands. The 
Germans hope that the judge may be per- 
suaded to reverse it, now that all the missing 
millions, or at least legally binding pledges 
thereof, are in place. But even if that hap- 
pens, there are 16 other cases still outstand- 
ing. So a halt to just this one might not be 
enough. Nonetheless, the government hopes 
to see the first payments made before the 
end of this summer. Can it be done? Perhaps, 
but the trouble for the survivors is that there 
isn’t much time left. 
iat i i ah atl at cornet senna 


France 


Local lessons 


PARIS 


O IS politics local, as an American con- 

gressman once said? Media and politi- 
cians this week were picking over the first 
round of France’s municipal elections, 
which, after a second round on March 18th, 
will have named its 36,000 mayors and 
500,000 or so town councillors. But it was na- 
tional names they were after: who will win 
next spring’s presidential contest, and which 
party will dominate parliament? The current 
president, Jacques Chirac, a conservative 
Gaullist? Or can Lionel Jospin, the Socialist 
prime minister with whom Mr Chirac has 
had to “cohabit” for the past four years, se- 
cure both the presidency and the National 
Assembly for the left? 

Alas, the chattering classes still don’t 
know. Pollsters were confounded by the first 
round, on March uth, and the second may 
increase the confusion. There was supposed 
to be a “pink wave” of leftist gains across the 
country, with voters expressing their disgust 
at the right’s internal bickering and the fi- 
nancial scandals tainting Mr Chirac’s past. 
Instead, the right’s vote held up well. Not 
counting its extremist fringe, it took 46.9% of 
the vote while Mr Jospin’s coalition of So- 
cialists, Communists and Greens won 44.9%. 

Worse for Mr Jospin, several ambitious 
ministers did badly. The minister for Europe, 
Pierre Moscovici, faces a difficult run-off in 
Montbéliard, as does the justice minister, 
Marylise Lebranchu, in Morlaix. Still worse, 
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66 HAT do you expect from Berlus- 
coni?” “Incredible egonomic [sic] 
development,” replied a cartoon charac- 
ter in the left-leaning La Repubblica the 
day after Italy’s parliament was dissolved 
for an election that is now fixed for May 
13th. It was quite an achievement, in Ital- 
ian terms, for a parliament, and its centre- 
left majority, to have survived the full five 
years that this one had. But it meant two 
| changes of prime minister, and—on 
present form—the voters are ready for a 
bigger change: to Silvio Berlusconi, the 
right-wing tycoon witha party of hisown, 
Forza Italia, to go along with his football 
team, television and other media inter- 
ests, financial companies and much, 
much else, some legal troubles included. 
Mr Berlusconi’s ego no one doubts. 
But perhaps unwittingly La Repubblica’s 
cartoonist hit on the reasons for the opti- 
mism on the right. Whatever the particu- 
larities of its politics, Italy’s voters really 
are much like any others. They care a lot 
about the things that directly concern 
them, and rather little about the great 
public issues, or (more often) the nine-day 
scandals, that so enthral the media. And 
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Elisabeth Guigou, the employment minister, 
won only 31.5% in Avignon, while the Gaull- 
ist incumbent took 49.8%, for all that city’s 
high crime rate and troublesome suburbs. 
Worst of all, Dominique Voynet, the Greens’ 
minister of the environment, and Jean- 
Claude Gayssot, the Communist minister of 
transport, both lost in the first round. 

Socan President Chirac and the right rest 
easy? Hardly. Whatever the durability of the 
right’s vote nationwide, what counts in the 
headlines are the big cities, and the first 
round offered the right little comfort. In Ly- 
ons, France’s third-biggest city, its splits look 
likely to give control to the left. It could be 
embarrassed in Toulouse too, thanks to the 
decision of Motivé-e-s, an electoral list sup- 
ported by the city’s ethnic minorities and 
Zebda, a popular hip-hop band, to team up 


they have nothing against ego whatever. 
The great tangentopoli (“bribesville”) 
scandal of the 1990s was an exception. It 
made a real public impact. Hence, not 
least, the victory of the now outgoing “Ol- 
ive Tree” coalition, which seemed, and to 
some degree was, a healthy new force in 
Italy’s often murky political life; it got Italy 
into Europe’s single currency. Yet the mud 
that has been chucked at Mr Berlusconi 
seems to worry the electorate even less 
than, at least outwardly, it does him. 
Witness an opinion poll published re- 
cently in the Corriere della Sera. What 
really concerns voters? Jobs: 38% of those 
who lean left, 27% on the right. Next, and 
notably high, on the list: crime—21% and 
33% respectively from the two sides—and 
its real or alleged connection with immi- 
gration, an issue on which the sometime 
separatist Northern League, one of Mr Ber- 


then? Yes, health care and pensions. And 
maybe—it’s a guess—the fact that not one 
Italian football team is left in the Euro- 
pean Champions League. And how many | 
care about the much-publicised conflicts 
between the tycoon’s business life and his 
career in politics? Again on poll evidence, 
most Italians do not give a damn. 

And then look at the public view of 
him and of his rival, Francesco Rutelli, a 
former mayor of Rome. Both men score 
well, and fairly equally, on their readiness 
and ability to govern. The big differences 
of perception concer their characters. 
The ex-mayor is simpatico, say 74%; the 
tycoon distinctly is not (23%). But who is 
strong and a likely winner? By a mile, Mr 
Berlusconi. The figures do not prove the 
voters right, But they are the ones who | 
vote. And ask who normally wins elec- | 
tions: Mr Nice Guy or Mr Tough? | 
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with the Socialists. And the right may yet 
lose Paris, a city last run by the left in 1873, 
where Mr Chirac was mayor from 1977 until 
he became president in 1995. 

With 31.4% in the first round, the Social- 
ist’s Bertrand Delanoë, one of France’s few 
openly gay politicians, is no certain winner 
in the second. But he and his candidates led 
in 12 of the capital’s 20 voting districts, and in 
the run-off the Greens, who won 12.3% in the 
first round, will join them. The right, in the 
first round, was self-destructively split. The 
official candidate, Philippe Séguin, and his 
team won 25.7%; the team of the current 
mayor, Jean Tiberi, won 13.9%—something 
of a triumph for a man drummed out of the 
conservatives’ ranks for his alleged crimes of 
vote-rigging and corruption. 

The right may yet hold Paris. Just before a 
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deadline of midnight on March 13th, its rival 
hopefuls reached a deal: in 11 districts where 
either right or left may win in the second 
round, each man would withdraw his list 
where the other was ahead in the first. But 
France, in next year’s national votes? One 
pundit’s conclusion: after the voting of 
March 11th, Mr Chirac is too strong not to be 
the right’s presidential candidate next year— 
yet too weak to be likely to win. 





lreland 


It’s those Brits 
again 


DUBLIN 


RITISH sheep have achieved what Brit- 

ish troops, even in the days of empire, 
never could: they have damped down Irish 
celebrations of St Patrick’s day. With the re- 
public on red alert for foot-and-mouth dis- 
ease, the national mood is sombre and the 
national holiday, on March 17th, will seem 
more like a day of national mourning: the 
usual parades and marching bands have 
been cancelled, public parks locked, golf 
clubs closed, sports events called off. Field 
sports and fishing remain suspended, indef- 
initely. Travel across the Northern Irish bor- 
der and to or from Britain is being discour- 
aged as far as possible, and the 
gardai—police—are at the border to ensure 
that no farm animals cross it, and that vehi- 
cles or people who do are disinfected. 

Ireland is taking stronger measures to 
keep the disease out than Britain is to stop its 
spread. British claims to have the outbreak 
“under control” are not believed, and Brit- 
ain’s less stringent restrictions have been 





The republic sprays and hopes 
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sharply criticised. Calling for stronger mea- 
sures there, Hugh Byrne, the Irish junior 
minister of natural resources, has described 
Britain as “the leper of Europe”. 

In contrast, the Irish authorities have 
treated the British epidemic as a national 
emergency. As well they may: agriculture to- 
day matters far less to Ireland than it did only 
30 or 40 years ago, but—counting in food 
processing—it still accounts for about 11% of 
employment and 10% or so of both output 
and exports. So, though foot-and-mouth by 
this week had not been detected south of the 
border, the government had stopped all 
movement of cloven-hoofed animals except 
for slaughter, and called on the public to 
avoid the countryside, especially farms. For 
fear that travelling fans could carry the dis- 
ease, it secured a voluntary ban on virtually 
all sporting activity, even within the country, 
let alone the international rugby matches 
planned with British teams. 

The restrictions have their costs. Farmers 
are being saved, they hope, from higher costs 
still. But Ireland’s famed horseracing indus- 
try is suffering. And tourism, whose big at- 
traction is the green Irish countryside, may 
be hard hit, as in Britain: the Irish tourist 
board fears a 12% drop in its $4.5 billion 
yearly revenues. However, the public 
strongly supports the government's advice: 
an opinion poll last weekend (taken only in 
urban areas, for fear the pollsters might 
themselves spread the disease) found only 
9% of respondents who thought the restric- 
tions “excessive”. 

The big difficulty is the Irish republic’s 
long northern border. The Irish Sea stopped 
foot-and-mouth reaching either part of the 
divided island during the big British out- 
break of 1967. But this March 1st, for the first 
time in 60 years, this natural defence against 
the disease was breached when a case was 
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found at Meigh, in South Armagh, just north 
of the border. 

The risk is not just that of the airborne 
spread of the virus. For some time it has been 
profitable to smuggle animals south across 
the border and convert them miraculously 
into “Irish meat”. That was what happened 
recently to some sheep from Meigh. They 
had been brought in from Scotland, suppos- 
edly for slaughter in Northern Ireland. In- 
stead, some were held briefly on a farm at 
Meigh, and later spirited to a meat plant 
south of the border, where they were pro- 
cessed for the French market. Others stayed 
in Meigh—and it was one of these that was 
found to have foot-and-mouth. 

What about those that had gone south? 
So far, Ireland’s fears have not been fulfilled. 
But they, and the restrictions and accompa- 
nying costs, will remain long after St Patrick’s 
day is past. 





EU regulation 


We'll do better 
next time 


BRUSSELS 


T’S Lent, the season of repentance. Maybe 

that explains a curious document just is- 
sued by the office of Romano Prodi, presi- 
dent of the European Commission, which is 
to be considered by European Union leaders 
when they meetin Stockholm on March 23rd 
and 24th. 

The document is an oblique response to 
the frequently repeated complaint that the 
Eu burdens its citizens and businesses with 
red tape. The authors ask how the Union can 
achieve “the right regulatory environment”. 
They conclude, perhaps not surprisingly, 
that “a profound change in administrative 
and regulatory culture” is needed. However, 
elsewhere in the paper there is every indica- 
tion that the commission is not ready for 
such conversion—at least, like St Augustine, 
not just yet. 

Among Eu institutions, the commission 
alone has the formal right to propose legisla- 
tion, which is then scrutinised by the na- 
tional governments, in the form of the 
Council of Ministers, and the European Par- 
liament. And the commission jealously 
guards this prerogative. For it to disavow its 
regulatory lusts would be a prodigious act of 
self-denial. Unsurprisingly, its new paper 
offers no commitment to stem the flow of 
legislative proposals that pours forth from 
Brussels. Instead, there is that familiar, limp 
promise to do things “better”. 

The commission has made such prom- 
ises before. The paper itself documents va- 
rious (ineffectual) attempts to simplify and 
improve Eu regulations since 1985. By its own 
admission, the commission is a repeated sin- 
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ner, well-used toa ritual bout of breast-beat- 
ing. So does it now, repentant at last, promise 
to undo its past misdeeds? No, the aim is bet- 
ter regulation, not deregulation, the paper 
declares. 

One reason why bad rules get set in con- 
crete as bad law is that the Ev’s legislative 
machinery is built that way. In the haggling 
among the rival bodies, ambiguities are de- 
liberately introduced because that may well 
be the only way to get something accepted at 
all. Another fault is that those who advocate 
some proposal or other are often, in fact, 
those who pass it into EU law. Thus a pro- 
posal will be championed by an individual 
department of the commission; passed to a 
collection of ministers from the 15 national 
governments, who—because they are all, 
say, environment ministers—share the same 
regulatory instinct; and then move on to a 
European Parliament committee whose 
members have similar interests. 

The ill-effects of a well-intentioned pro- 
posal may not be realised until after it has 
gone through. Only in the nick of time, last 
November, did the £u countries’ farm min- 
isters wake up to the implications of regula- 
tions which the social-affairs ministers were 
about to approve limiting the time people 
could spend on “vibrating machinery”— 
which down on the farm means tractors. A 
new proposal on chemicals, much ap- 
plauded by the Swedish government, now 
in the presidency of the council of ministers, 
will provide an interesting test of whether 
the Eu can curb its regulatory appetite. 

Could not the governments instruct the 
commission to rein itselfin? Well, they could. 
But the betting is that at Stockholm they will 
merely applaud the good intentions ex- 
pressed in its new paper. After all, to tell the 
commission to rethink regulation from the 
start would be to admit that the promises the 
ministers themselves made at Lisbon a year 
ago to cut red tape and make the Eu econ- 
omy more competitive have so far proved to 
be little but hot air. 





Portugal 


A flood of 
misery 


LISBON 


INTER has been cruel to Portugal, 

bringing floods, one large disaster and 
relentlessly bad news about the economy. 
No one will welcome the coming of spring 
more than Antonio Guterres, the heavy- 
hearted prime minister. 

The country is in a sombre and dejected 
mood, as the bodies of more than 50 people 
whodied when a road bridge over the Douro 
river collapsed two weeks ago continue to be 
washed ashore hundreds of kilometres 
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away on the coast of northern Spain. Noth- 
ing could be further from the euphoria of 
three years ago when Mr Guterres, one of the 
new generation of modernising Socialists, 
led an unaccustomedly optimistic Portugal 
into the single European currency. 

The bridge tragedy, in which a bus and 
two cars were swept away, has focused a 
harsh light on inadequate infrastructure and 
the gulf in development that still separates 
Portugal from most of its European Union 
partners. And the gap is growing bigger. In 
1998 and 1999, described by Lisbon econo- 
mists as the “nirvana years”, plummeting in- 
terest rates, low inflation and strong econ- 
omic growth helped create a national 
illusion that Portugal was hurtling towards a 
level of prosperity that would soon equal 
that of its rich European peers. Now, official 
forecasts that the economy will grow less 
than the Eu average over the next two to 
three years, widening instead of narrowing 
the gap, have had a sobering effect. 

Average income per person has grown 
from 56% of the £u average in 1986, the year 
Portugal joined the Community, to about 
76%. That is quite a feat in less than a genera- 
tion. But Abel Mateus, a respected econo- 
mist, estimates it will take another 20 years 
for Portugal to catch up, in the best possible 
circumstances—and in likelier conditions 
the gap could still be near 20%. 

Meanwhile, the £u is not convinced that 
Portugal is going the right way about catch- 
ing up anyway. Eu finance ministers grudg- 
ingly approved the government's euro-zone 
stability programme this week but issued a 
stern warning that the soaring external defi- 
cit was a threat to sustained growth. 

Not for the first time. Admonitions from 
the Eu to curb government spending, recon- 
sider tax cuts, moderate wage rises, and try 
harder to improve productivity have been 


Douro bridge, depressed prime minister 


EUROPE 


falling on Portugal almost as unremittingly 
as the rain. Mr Guterres has only narrowly 
escaped a formal reprimand of the kind re- 
cently meted out to the Irish. He must wish 
he had their answer to it. The two countries 
are not unlike: small, peripheral, Roman 
Catholic and till recently highly dependent 
on farming. But Ireland has the fastest econ- 
omic growth and biggest budget surplus in 
the £u. It can afford to cock a snook at Brus- 
sels out of the courage of its policy convic- 
tions. Portugal, expecting GDP growth of 3% 
or less this year, and no budget balance be- 
fore 2004, can only acknowledge that it 
“shares the European Commission’s con- 
cerns”, as Joaquim Pina Moura, the finance 
minister, had to admit this week. 

Closer to home, President Jorge Sam- 
paio, he too a Socialist, said openly when he 
was sworn in for a second term last week 
that Portugal must change course to avoid 
being permanently left behind. Domestic 
demand, encouraged by low interest rates, 
had gained too much weight in the econ- 
omy, he said, inflating household debt and 
swelling external deficits. Meanwhile, soar- 
ing labour costs and low productivity were 
pricing Portuguese exports out of the market. 
That time the admission came from Mr Gu- 
terres himself: “a lucid analysis,” he said. 

Nor are economics his only source of 
woe. In Jorge Coelho, who resigned as pub- 
lic-works minister after the bridge disaster, 
he lost his closest political ally. Many other 
Socialist heavyweights have fallen by the 
wayside since the party took office in 1995. 
And Mr Guterres’s cabinet of relative light- 
weights cannot rely on an outright majority 
in parliament. He handled the good times 
well, imbuing his fellow citizens with a new- 
found confidence. He has still to prove that 
he can lead them through worse times too. 
= 
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Otto Schily puts the cuffs on Germany's far right 


66 E'S my Fouché”, says Chancellor Gerhard Schroder, not 

without a little pride. “A macabre jest,’ mutters an embar- 
rassed Otto Schily. How indeed could this gentle follower of Rud- 
olf Steiner's anthroposophist theories, who rose to fame as defence 
lawyer for the Baader-Meinhof terrorists and other extreme-left 
militants in the 1960s and 1970s, be likened to Napoleon’s repres- 
sive police chief? Yet since his appointment just over two years ago 
as Germany’s first Social Democratic interior minister in.70 years, 
the former self-styled “liberal communist” and co-founder of 
Germany’s pacifist Greens has won a reputation for being a lot 
tougher on many issues than even some of his most authoritarian 
predecessors on the right. 

Not that all has changed. Today, as 30 years ago, Mr Schily’s en- 
emies include the extreme right. He has just set up a special group 
of federal border police to fight neo- 
Nazi violence, above all in Germany’s 
ex-communist east. Recorded inci- 
dents of far-right crime leapt 59% in 
Germany last year, to nearly 16,000; 
among these, cases of violence rose by 
a third, to 1,000, the highest figure since 
the wave of xenophobia in the early 
19908 after Germany’s unification. 

Is Germany really that bad? Poll- 
sters indeed say that one German in 
three feels the country is in danger of 
being dominated by foreigners. But 
any racist insult, daubed swastika or 
Nazi salute adds to the statistics of far- 
right crime. And their huge reported 
rise may well owe less to roaring xeno- 
phobia than to last year’s media hype 
over a few notorious cases, leading 
both to more, mainly minor, offences 
by publicity-seeking or drunken 
youngsters and to greater public 
awareness. Still, maybe 50,000 Ger- 
mans are estimated to belong to one of 
the dozens of, mostly small, far-right 
and neo-Nazi groups. And there is one 
bloody, inescapable certainty: at least 
36 foreigners knifed, kicked, blud- 
geoned or otherwise done to death by 
far-right thugs over the past decade. 

It has to stop, says Mr Schily. Once a champion of civil rights 
and castigator of “state violence”, he is now seeking to outlaw the 
neo-Nazi National Democratic Party (NPD), the smallest but most 
vicious of three on the far right. If the Constitutional Court allows 
it, this would be the first time in nearly half a century that any Ger- 
man party has been banned. 

Would it work? Many Germans have expressed doubts. They 
fear the neo would simply go underground or spawn other 
equally repellent neo-Nazi groups. Isn’t Mr Schily’s move just a 
cheap way of showing that the government is doing something 
about neo-Nazism, in response to popular demand—four-fifths 
of Germans share it—that something should be done? No way, he 
says. “This is an anti-Semitic, racist, violence-supporting organisa- 
tion we're talking about, and that we must never tolerate here.” 
Germany, he says, “may still be one of the safest countries in the 
world. But we've got a problem. It should not be exaggerated, but it 
should not be minimised either. And it is getting bigger. There is 
nothing much he can do, he laments, about the 800 or so websites, 
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90% of them in the United States and Canada, that these days 
spread vile far-right propaganda. But what he can doin Germany, 
he will: “A ban on the nep would at least prevent it from getting 
public funding, hinder its propaganda possibilities, and stop iten- 
joying other privileges usually accorded to political parties here,” 

Mr Schily’s former Green colleagues—he changed parties in 
1989—oppose what they see as a threat to the freedom of speech 
and right to free association. The centre-right opposition, eager to 
reduce competition further right, support the ban. They are also 
keen on Mr Schily’s controversial plan to give witness protection 
and even a new identity to members of neo-Nazi groups wanting 
to leave the far-right scene and ready to give evidence against their 
comrades. But there are limits to what he can do against the far 
right. Under Germany’s highly decentralised federal system, the 
police (other than the federal border | 
guard), thejudiciary and theeducation |` 
service are all the responsibility of the 
individual states. 

Another side of the same issue, 
though, is immigration. This is a fed- 
eral matter. And Mr Schily is not put 
off by the familiar mantra that xeno- 
phobia is not to be blamed on the for- 
eigners concerned. Maybe not, but 
soon after entering office, he appalled 
many of his left-wing colleagues by 
suggesting that Germany had already 
reached the limits of what it could live 
with. “The boat is full,” he declared 
bluntly. He has since softened his tone, 
but he still believes that immigration 
policy must be made more flexible and 
more selective: in the plain German 
used by the opposition, “fewer immi- 
grants who need us, and more of those 
we need”. The national commission 
that he set up last year on this explo- 
sive topic, long regarded as taboo, is 
due to make recommendations by the 
summer, and Mr Schroder has prom- 
ised legislation before next year’s gen- 
eral election. 

The two men may find they have 
bitten off more than they can chew. 
Germany’s immigration law is already tough, and most Germans 
would like to stop the inflow altogether. Yet there are potent pres- 
sures the other way. Like much of Western Europe, Germany faces 
a large rise in the proportion of old people in its population. Unless 
they stay longer at work, it will need great numbers of immi- 
grants—maybe 1m a year, say some studies—both to keep up its la- 
bour force and to avoid a drastic drop in welfare contributions and 
tax revenues. Employers are already crying out for a relaxation of 
the law, to let in foreign specialists to meet shortages in such fields 
as information technology, engineering and biotechnology. Other 
pressures will come when the European Union is enlarged east- 
ward, Mr Schily will have to steer between the need for immi- 
grants and the risks of an upsurge in xenophobia. 

He or his successor, that is. By next year’s general election, he 
will be 70, and will then bow out of politics, he says. That will be a 
real loss to Mr Schröder: not only a useful centre-right counter- 
weight to the chancellor’s mainly left-leaning administration, but 
a particularly intelligent, cultured and valued member of it. 








THE ECONOMIST MARCH 17TH 2001 









BRITAIN 


A better way to 





run a 











enn 


railway 


The companies that operate Britain’s trains are making moves to take over 


Railtrack’s job 


IX months after a crash at Hatfield that 

killed four people, the chairman of the 
Strategic Rail Authority (sra), Sir Alastair 
Morton, admitted on March 13th that the 
network is still a mess. Trains, he said, are still 
subject to long delays. There is no hope that 
the network will be back on schedule by 
Easter as originally promised. But something 
good may emerge from the chaos: the struc- 
ture that the Conservatives imposed on the 
rail industry is likely to be binned, in favour 
of a more rational one. 

Right now, though, relationships have 
not looked worse since the industry was pri- 
vatised five years ago. Sir Alastair has fallen 
out with the minister of transport, Lord Mac- 
donald, over the delay in approving his au- 
thority’s decision to award the east coast 
main line to Great Northern and Eastern 
Railways. Sir Alastair’s notoriously tricky 
relationship with his co-regulator, Tom 
Winsor, has got no better. 

Train operators are furious about Rail- 
track’s inability to maintain and manage the 
track. They are also unhappy that the re- 
negotiation of their franchises has been so 
delayed. The sra is now not planning to pro- 
duce its strategic agenda until the autumn, 
after the main franchises are meant to have 
been agreed. By any standards, this isan odd 
way to plan the expansion of the railway sys- 
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tem promised by the government. 

It is now clear that the deputy prime 
minister, John Prescott, who has carried the 
transport portfolio like a millstone, will be 
handing it on after the election that is ex- 
pected in May. Patricia Hewitt, now a minis- 
ter of state at the Department of Trade and 
Industry, is tipped as a possible replace- 
ment. Whoever succeeds Mr Prescott, Tony 
Blair is likely to take a closer interest in trans- 
port than he has in the past. 

At the centre of the railway industry's 
problems is the division of track from trains 
which sets up an adversarial relationship 
between Railtrack and the train operating 
companies. Not only does it mean that the 
two sides do not work naturally together on 
day-to-day matters of maintenance, or on 
longer-term issues of investment. It also in- 
volves many man-hours as each side moni- 
tors the other’s performance, checking on 
whether the complex performance sched- 
ules have been met. In its southern zone 
alone, Railtrack has more than 50 staff en- 
gaged in attributing blame for train delays. 

The chairman of the Association of Train 
Operating Companies, Richard Brown, be- 
lieves that track and trains should be re- 
united. In a study published this week by 
Transport 2000, called “The Railways: Where 
do we go from here?”, he points out that Na- 





tional Express, the train operator he heads, 
already runs three vertically integrated fran- 
chises in Australia. The State of Victoria, 
which owns the infrastructure, leases the 
track and signalling to train operators on 
long-term leases. In a unified structure, he 
argues, contractual relationships are simpli- 
fied and train operators are in sole control of 
their performance. 

The chairman of the Commission for In- 
tegrated Transport, David Begg, who is an in- 
fluential adviser to the government, believes 
that many of the tensions within the indus- 
try could be eased by a move toa more ratio- 
nal structure. He thinks that the offices of the 
two rail regulators should be merged and 
that operating companies should be encour- 
aged to lease from Railtrack the lines over 
which they run. 

Commercial pressures could well decide 
the issue because the train operating compa- 
nies insist that there must be change. They 
are no longer prepared to sign up to 20- or 30- 
year franchises as long as a key element of 
risk, the state of the track, remains outside 
their control. Moir Lockhead, chiefexecutive : 
of First Group, one of the three largest op- 
erating companies, says his company is €x- 
ploring with both Railtrack and the sra the 
possibility of re-integrating the industry. 
The other two big companies, Stagecoach 
and National Express, have also approached 
the sra to talk about integrating track and 
operations. Sir Alastair did not choose to re- 
veal this at the press conference at which he 
launched the sra’s agenda. But he acknowl- 
edged that there could bea pilot trial of verti- 
cal integration in Scotland. 

If all this goes ahead, the industry would 
be run by four or five large regional operators 
in sole charge of train operations in their ar- 
eas. The current financial performance re- 
gime which penalises train operators and 
Railtrack and pits them against one another 
would be scrapped. Railtrack would be- 
come in essence a large property company 
with minor operational responsibilities. 

There would be many advantages to 
this—not least that it might persuade the 
Treasury to stop trying to micro-manage the 
industry. The agenda that the sra published 
this week contains a typical reservation from 
the Treasury about the sra’s proposal that 
“45 out of 16 trains run within punctuality 
standards and satisfy the demands of pas- 
sengers for quality of service.” Lord Berkeley, 
chairman of the Rail Freight Group, has a 
point when he says that the Treasury should 
“stick to counting beans” and leave the regu- 
lator to set the standards of service he ex- 
pects to see delivered. 
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London Underground 


Ken has all the aces 


The Mayor of London is going to win his fight with the government over 


London’s underground 


HOSE who take on Ken Livingstone, 

London’s mayor, at political poker, 
rarely come away with all their fingers intact. 
Tony Blair knows this to his cost, having seen 
his mayoral candidate, Frank Dobson, 
beaten humiliatingly in last year’s election. 
Now it is the turn of the chancellor, Gordon 
Brown, to lose a few of his digits. Under pres- 
sure from Mr Blair, Mr Brown is reluctantly 
preparing to compromise over his insistence 
that a public-private partnership (ppp) 
should run London’s underground system. 

At present, the Tube is owned and run by 
the public sector. Its management has al- 
ways been awful, thanks in part to the con- 
flicting ambitions of its masters. A former 
Treasury permanent secretary recently ex- 


plained that the reason why his old depart- 
ment had always delighted in the Tube’s 
poor management was that it provided an 
excuse for the Treasury’s lamentable record 
on investment. 

The aim of the ppp was to transfer 
responsibility for and control of track, sig- 
nals and stations to three privately-owned 
consortia on 30-year contracts, while pub- 
licly-owned London Underground oper- 
ated the trains—and to put the scheme in 
place before responsibility for the Tube was 
finally handed over to the mayor on March 
31st. But Mr Livingstone was having none of 
it. He made the Tube’s future a big issue in his 
mayoral campaign and threatened tomount 
a judicial review. And, faced with the pros- 


pect of a messy court case in the run-up toa 
general election, with around 20 marginal 
Labour seats in London at stake, the govern- 
ment has decided to retreat. 

Much of the credit goes to Robert Kiley, 
an American who turned around New 
York’s subway system, and whom Mr Liv- 
ingstone appointed as London’s transport 
commissioner. He took against the ppp from 
the start. It was, he said “fatally flawed”, and 
would create an unworkable management 
structure. “Implementation of the ppp would 
be unsafe, inefficient and prohibitively ex- 
pensive,” he concluded in a report to the 
mayor. His determination to face down the 
government has vindicated Mr Living- 
stone’s description of him as even “meaner 
thanIam”. 

The Treasury’s inability to persuade any- 
one to support the prr has undoubtedly con- 
tributed to its difficulties. The National Audit ` 
Office, which investigated the ppp, said the 
case for franchising the infrastructure re- 
mained “unproven” and cast doubts on the 
costs of breaking up the network. The Health 











Barely sensational 


ROMINENTLY displayed near the en- 

trance of the Saatchi gallery, a hyper- 
trendy incubator of modern art in north 
London, are some framed mementoes of 
its previous brushes with authority. These 
include reports of Mayor Rudolph Giu- 
liani’s attempts to prevent controversial 
works from the gallery from being dis- 
played in New York. He failed. So perhaps 
the officers from the Metropolitan Police 
who visited the gallery last week ought to 
have thought more carefully before com- 








plaining about its current contents—thus 
offering it yet more free publicity. 

When the police pick a fight with art- 
ists, they tend to lose, and end up embar- 
rassing themselves. This is unlikely to 
prove an exception. The Saatchi was 
warned that some of the photos in its cur- 
rent exhibition might make it liable to 
charges under the Protection of Children 
Act. The photos are by Nan Goldin and 
Tierney Gearon, and depict children in va- 
rious states of undress. In one, Ms Gearon’s 





son urinates in the snow. The gallery has 
(surprise) refused to remove them. 

In the perennial battle between free ex- 
pression and censorship, this is a minor 
and one-sided skirmish. As outraged liber- 
als have queued up to point out, images 
such as Ms Gearon’s appear in family 
photo albums across the land. Child nu- 
dity is a staple motif in religious art; fortu- 
itously enough, it features in a display of 
photographs by mps that has just opened 
in the House of Commons. But the case tes- 
tifies to the hysteria that currently sur- 
rounds paedophilia in Britain. 

The police acted after receiving three 
complaints from members of the public. 
The News of the World, a tabloid newspa- 
per dedicated to the exposure of paedo- 
philes, fulminated that “Upper-crust ‘art 
lovers’ are paying £5 a head to ogle degrad- 
ing snaps of naked children plastered 
across the walls of one of Britain’s most ex- 
clusive galleries.” Such insinuations led Ms 
Gearon to protest the “innocence” of her 
photos, and devotion to her children. 

The philistines in this case may be hy- 
persensitive, but the aesthetes are being 
disingenuous. St Paul points out that 
“nothing is unclean of itself, but to him that 
esteemeth any thing to be unclean, to him 
it is unclean’—a rule of thumb that 
would-be censors such as Ms Gearon’s 
critics would do well to remember. Her 
photos are pornographic only to the extent 
that their viewers are paedophiles; but 
they are notentirely “innocent”. They raise 
questions about the way adults perceive 
children’s bodies. Art is art to the extent 
that it is interesting—as artists should be 
brave enough to argue. 
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and Safety Executive said that 69 significant 
safety issues needed to be addressed before 
the ppp could be allowed to proceed. Parlia- 
ment’s transport select committee dismissed 
the ppp as “a convoluted compromise”. 

The way the negotiations are going, it 
looks as though the ppp is going to be modi- 
fied drastically. The government has offered 
the Tube £600m ($880m) a year for the next 
72 years—a huge increase—in return for a 
guarantee that this investment will be tied to 
performance targets. 

The sticking point remains the extent to 
which risk and control will be transferred to 
the infrastructure companies. Mr Kiley is 
willing for the infrastructure companies to 
manage their investment programmes sub- 
ject only to his say on priorities, but there is 


Agriculture 


still argument over who should control and 
direct maintenance of the track. These issues 
should be resolved over the next few days. 
According to a source close to the negotia- 
tions, the Treasury has moved inch by inch 
from insisting on “full transfer of risk” to 
“appropriate transfer of risk” and now to 
“sufficient transfer of risk”. 

In the end all sides will, no doubt, pro- 
claim victory. The government will say that, 
though modified, the ppp is still in place and 
will bring in more than £7 billion of private- 
sector investment. Mr Livingstone and Mr 
Kiley will point out that they have got uni- 
fied management control. As for the passen- 
gers, they can only be glad that after 50 years 
of under-investment, the Tube may at last be 
managed and financed properly. 
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The carcasses pile up 


The government is widening the cull of animals in an attempt to contain the 


foot-and-mouth outbreak 


HEN the first cases of foot-and- 

mouth disease were discovered in 
Britain, the government reacted sharply, or- 
dering culls, banning trade and closing off 
much of the countryside. Not sharply 
enough, it seems. On March 15th, the agricul- 
ture minister, Nick Brown, ordered a cull of 
tens of thousands more apparently healthy 
animals on top of the 205,000 already killed 
or earmarked for slaughter. The Scottish ex- 
ecutive announced plans to kill 200,000 
sheep. The Ministry of Agriculture, Fisheries 
and Food said that by the morning of March 
15th there had been 233 confirmed cases of 
the disease in sheep, cattle and pigs. 

Some ministers are still arguing that the 
disease is concentrated in just one or two 
parts of the country. But that no longer 
seems to be the case. Although the high- 
est proportion of cases has been reported 
in Cumbria in north-west England (see 
map), of the 25 new cases reported on 
March 14th, ten were in Cumbria, while 
four were in Dumfries and Galloway in 
Scotland, two apiece in Devon and 
County Durham and the rest were scat- 
tered around England. 

There are severe restrictions on the 
movement of animals around Britain. 
‘Some farmers are having to watch their 
sheep die of starvation in their fields be- 
ause they are not allowed to go near 
‘them. But with a disease as infectious as 
foot-and-mouth, which can be carried 
y the wind, even these measures are 
“ooking ineffective. 

The opposition Conservative Party is 
oadly supporting the government's ac- 
ons, although William Hague, the 
ader of the opposition, had been push- 
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ing for more animals to be slaughtered. 
Other measures, such as bringing in the 
army to help with the removal of slaugh- 
tered animals, are also being considered, and 
will have cross-party support. This means 
that so far Tony Blairs government has es- 
caped being blamed for the crisis. Ministers 
also believe that the spread of the disease 
need not prevent the government from call- 
ing a general election in May, as it plans. But 
that may change if the situation worsens. 
Farmers are even gloomier this week 
than they were last week. More and more 
countries—~including the United States, 
Canada and Australia~have banned the 
import of all livestock products from Britain 


pread of foot-and-mouth disease in the UK i 
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and the ev. But although the number of ani- 
mals destroyed or earmarked for destruc- 
tion seems high, it amounts to less than 1% of 
Britain’s total stock of about 7m pigs, 44m 
sheep and 11m cattle. And, from the national 
perspective, agriculture is a relatively un- 
important industry these days. 

The bigger worry, now, is the effect that 
the crisis is having on other businesses and 
on the rural economy as a whole. The haul- 
age industry is suffering. All livestock mar- 
kets have been suspended, so businesses 
that rely on them are also under threat. But it 
looks as though the most important victim is 
likely to be tourism. 

Whereas agriculture earns revenues of 
about £9 billion ($13 billion) a year, tourism 
brings in £63 billion. According to the English 
Tourist Council (erc), around £12 billion of 
that is spent in the countryside. Because of 
the restrictions placed on movement in the 
countryside and the closure of the national 
parks, many hoteliers, restaurants and out- 
door-activity centres have already started 
laying off staff. The erc says that rural tou- 
rism is running at around 25% of its normal 
level, which means that the industry is losing 
revenues of about £100m a week. 

Popular tourist destinations such as the 
Peak District, Dartmoor and Cumbria, 
which includes the Lake District, have been 
particularly badly hit. The Cumbria Tourist 
Board estimates that 350 jobs a week are cur- 
rently being lost in tourism. The National 
Mountain Centre in Snowdonia, Wales, is 
now completely closed, although it should 
be getting ready for its busiest weekend of 
the year. If the present restrictions are still in 
place by the Easter weekend in the middle of 
April, then a lot of businesses which rely on 
tourism are going to start closing down. 

Under the compensation arrangements 
that the government has put in place so far, 
only farmers can claim any money for losses 
they have suffered, and they get it only 
for animals destroyed. But an increasing 
number of businesses in the countryside 
have started asking why the government 
should not also pay compensation to 
damage inflicted on innocent bystanders 
such as themselves. 

The government is rattled enough by 
the growing sense of grievance to have set 
up a “rural task force”. Chaired by the 
environment minister, Michael Meacher, 
it met for the first time on March 14th. It 
discussed giving rural businesses tempo- 
rary vat relief, and the possibility of 
bringing forward a £:00m injection that is 
already planned for market towns. But 
the idea of compensation for rural busi- 
nesses was ruled out. 

Mr Blair was already unpopular in 
the countryside before all this started. 
Now the foot-and-mouth crisis seems 
sure toentrench his reputation as an irre- 
deemably urban man. 
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More sinned against than spinning 


F THERE is a hell, please let its gatekeeper be a British civil ser- 

vant. If damnation is everlasting, let that civil servant be as for- 
giving as Sir Anthony Hammond, kcs, Qc. This was the kindly 
mandarin Tony Blair asked to look into how Srichand Hinduja, a 
rich Indian, got a British passport at his second time of asking, hav- 
ing been turned down the first time because of his frequent ab- 
sences from Britain and doubts about his character. Mr Blair or- 
dered the investigation on January 24th, the day he sacked Peter 
Mandelson, his Northern Ireland secretary and close friend. The 
prime minister gave no reason for casting Mr Mandelson out, but 
the political circumstances were clear enough. An unfriendly 
question tabled in Parliament had put Mr Mandelson under a 
cloud of suspicion. In 1998 he had 
been the minister responsible for 
making a success of the Millennium 
Dome. Did he help Mr Hinduja to 
get a passport because he had just 
offered to sponsor its “Faith Zone”? 

Well, apparently not. Sir An- 
thony’s report, published last week, 
rains exoneration on every vulner- 
able head. The passport applica- 
tions of Srichand Hinduja and his 
brother, Gopichand, were handled 
“properly”. Neither Mr Mandelson 
nor any other minister exerted “im- 
proper pressure”. Mr Mandelson 
made no “representations” on the 
Hindujas’ behalf. There is “no evi- 
dence” of any connection between 
their quest for citizenship and the 
loot they forked out for the Dome. 
Sir Anthony wishes for better re- 
cord-keeping in ministers’ private 
offices. But otherwise, by and large, 
everyone is in the clear. 

You might expect a government 
that was up-ended by this affair to 
greet such exculpation with gasps of 
relief, if not joyous incredulity. Its 
joy isconfined because a report that 
reflects well on Mr Mandelson can- 
not reflect well on the man who dis- 
missed him. Indeed, before Sir Anthony reported, one friend had 
called Mr Mandelson’s sacking a British Dreyfus affair. This was, to 
put it mildly, an exaggeration: even at his metropolitan suavest, 
not even Mr Mandelson would equate exile to his Hartlepool con- 
stituency in the north of England with solitary confinement on 
Devil's Island. But the Dreyfus comparison is revealing in another 
way. When Dreyfus was cleared, he struggled for reinstatement by 
a French high command too pig-headed to admit its original error. 
Mr Mandelson, by contrast, says he has no desire to return to gov- 
ernment. And Mr Blair shows no sign of asking him back. 

If Mr Mandelson did no wrong, why did the prime minister 
terminate him with such irreversible prejudice? Do not look to Sir 
Anthony to resolve this riddle: the sacking was beyond his termsof 
reference. There is no point either in putting the question to Mr 
Blair. A prime minister is free to make and unmake ministers as he 
pleases. Mr Blair will neither explain his decision nor reverse or 
apologise for it. As for Mr Mandelson, he apologises only for hav- 
ing played a part in “a muddle rather than a misrepresentation”. 

This careful choice of words strengthens the impression that 





his sacking turned less on whatever Mr Mandelson did for Mr 
Hinduja in 1998 and more on the confusing account he rendered 
when these actions came under scrutiny at the start of this year. 
His story certainly chopped and changed. He was certain that he 
had never spoken directly to Mike O’Brien, a Home Office minis- 
ter, about Srichand Hinduja’s passport application; then he re- 
membered he had; then he forgot again. Was this concealment or 
genuine muddle and forgetfulness? Sir Anthony concludes that it 
was the latter, which suggests in turn (though Sir Anthony cannot 
say this) that Mr Mandelson is the victim of a tragedy of errors. He 
did no wrong but was dismissed because Mr Blair either (a) misin- 
terpreted a genuine lapse of memory as an attempt to mislead or 
(b) panicked at the adverse publicity 
generated by an innocent man’s 
convolutions. In either case, Mr 
Blair’s defenders would argue in 
mitigation that this victim was no 
innocent: Mr Mandelson had made 
himself vulnerable by deliberately 
concealing the secret loan from a 
fellow minister, for which he was 
sacked once before, in 1998. 

If anything, it is all rather worse 
than Sir Anthony makes it seem. No 
reader of his report can fail to be im- 
pressed by its author's preference 
for giving the benefit of doubt 
whenever it arises. So when he says 
that Mr Mandelson made no 
“representations” on  Srichand 
Hinduja’s behalf, and that his pass- 
port was handled “properly”, it is 
worth wondering exactly what he 
means. Fortunately, Sir Anthony is 
as diligent as he is charitable: the re- 
port sets out clearly what actually 
did happen when Mr Hinduja 
asked Mr Mandelson in 1998 
whether a second passport applica- 
tion might be successful. 

What happened is that Mr 
Mandelson “probably” did tele- 
phone Mr O’Brien about Mr 
Hinduja. He probably also contacted Matthew Laxton, one of Mr 
O'Brien’s officials. There followed an e-mail from Mr Laxton to 
Andrew Walmsley, director of the Nationality Directorate, which 
started with a reminder that Mr O'Brien was “keen to adopt a more 
positive approach to citizenship” and ended by wondering 
whether Mr Hinduja would be likely to benefit from this “positive 
approach” if he were to apply again. In August, Mr Walmsley re- 
plied—surprise—that, yes, a new application would indeed be 
looked upon favourably. The earlier objections had melted away. 
Mr Hinduja submitted his application in October and was British 
by March. His case was dealt with by Mr Walmsley in person, who 
may have cut some corners because of ministerial interest—but 
only, Sir Anthony concludes, in order “to be helpful”. 

Nothing could be more commonplace, the worldly-wise 
would say, than rich people using political connections tocut their 
way through Britain’s immigration bureaucracy. But remember 
Max Weber's argument in bureaucracy’s favour, It enables deci- 
sions to be arrived at by rules rather than “individual privileges 
and bestowals of favour”. The opposite happened here. 
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Internet economy will | 
top $1 trillion by end of 2001 


Total to increase more than 500% from $197 billion in 2000. 
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What's right about your company? 
What can you improve? What 
business demands do you foresee 
being made of your customers that 
they haven't thought of yet? And 
what should you be doing today to 
prepare for the next big opportunity? 


Accenture aspires to become a 
market maker, architect and builder 
of the new economy, delivering 
excellence in consulting, technology, 
outsourcing, alliances and venture 
capital. We are redefining the 
marketplace by adding innovative 
capabilities to better serve the needs 
of both mature and emerging clients. 


Whether you are a new company 
seeking advice, expertise and capital 
or a Fortune 500° organisation 
looking to create or refine your new 
economy strategy — or somewhere 
in between — Accenture has the 
capabilities to help you create 

your future, 


Our client service business is helping 
business leaders decide what to do 
and how to do it— even when there 
are no precedents to follow. We bring 
the latest technology to deliver a 
solution that exceeds expectations to 
any number of business challenges, 
no matter how complex or risky — 
and do it fast. 


At Accenture, our experience in 
netsourcing and outsourcing brings 
both business and technology skills 
to deliver life cycle solutions and 
bottom-line results to hundreds of 
organisations around the world. And 
our alliances and venture capital 
activities assure us a position at the 
cutting edge of technology with the 
potential to generate the next big 
round of innovations; working with 
the companies that are reshaping 
the business and technology 
landscape worldwide. 


This booklet will show you how 

Accenture will help you leverage 
coming changes in the way you 

work and live. 
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Business Consulting: 
Because the future will never be what it used to be. 


Products, services and information 
have become plentiful and cheap. 
Attention is the currency of the 
future: How can you get and hold 
the attention of consumers, 
investors, alliance partners and 
employees? And how should you 
portion out your own attention in 
the face of overwhelming options? 
Accenture can help you do both. 


Strategy & 
Business Architecture 


It is our business to help 
organisations compete and win in 
the digital economy by working with 
business leaders on their most 
critical strategic issues. Applying our 
latest thinking and innovations, we 
are primarily engaged in envisioning, 
planning and architecting new 
marketplace strategies, business 
models and capabilities to unlock 
new sources of value. Our specialties 
include mergers and acquisitions, 
marketing and new technology 
strategies. Our clients are the 

CEOs of large, complex organisations 
and digital economy spin-offs and 
start-ups. 


Human Performance 


Accenture is helping CEOs master 
the full range of “people” issues — 


“how do we win the war for talent?” 
to “how do we capitalise on what 
our people know?” Our Human 
Performance Service Line shows 
clients how to leverage the full 
potential of their workforce. 


Customer Relationship 
Management 


Accenture has a unique viewpoint on 
the future standards of excellence 
for the analytic, creative and 
operational disciplines of marketing 
and customer management. Through 
our own capabilities and those of 
our network of business partners, we 
bring the full suite of skills to our 
clients to help them create a 
superior experience for customers 
and enhance the value of their 
customer relationships. 


Finance & 
Performance Management 


Our Finance & Performance 
Management Service Line is helping 
CFOs lead our clients’ value creation 
agenda, from efficient financial 
operations to effective capabilities, 
for planning, reporting and 
performance management. We 

work with clients on the financial 
and reporting challenges of the 

new economy, including solutions to 


Internet-enable finance transactions; 
a focus on client billing and 
settlement requirements; and 
creating trading and risk 
management capabilities. 


Supply Chain Management 


By combining innovative strategies 
with practical know-how, our Supply 
Chain Management Service Line 
helps organisations plan and 
implement new operating models 
to lower costs, increase asset 
productivity and improve customer 
relationships. In particular, we use 
our leading-edge approaches in 
channel integration, public and 
private eMarketplaces, eFulfillment 
and supply chain synchronisation 
to dramatically improve our clients’ 
overall competitive advantage. 


Business Launch Centres 


Offering everything needed to get 
a successful enterprise up and 
running, our Business Launch 
Centres have a well-deserved 
reputation working with funded 
start-ups and corporate ventures. 
Working with more than 350 new 
economy clients, we have developed 
the best practices and technologies 
for rapidly building, launching and 
scaling fully sustainable businesses. 





Hands on 


B2B transactions will reach $7.3 trillion by 2004. Anda «4 
vast majority of them will still require human intervention. | 


tla 





k 


Technology Business Solutions: 
There's a lot more to it than "plug and play.” 


Accenture structures complete 
solutions based on our knowledge 
of your industry and its needs. 
We know the technologies 
available and the networks and 
alliances needed to make them 
work. And we understand that 
changing technology means 
changing the way your people 
work and run your business to 
create future opportunities. 


Solutions Operations 


Combining our experience and 
strengths in outsourcing, 
netsourcing and consulting, our 
Solutions Operations Service Line 
helps clients adopt lean, highly 


efficient business models. By leasing 
third-party applications and business 
processes and delivering them to 
clients over the Internet, we are 
launching a transaction-based, 
one-to-many business model that 
already is redefining the marketplace. 


Technology Research 
& Innovation 


The Technology Research & 
Innovation Service Line creates 
business opportunities from 
emerging technologies. From early 
research to advanced development, 
we identify and domesticate high- 
potential new technologies. We 
apply these technologies to the 


invention of new applications and 
processes, provide our clients with 
"first mover" advantage and enhance 
our market position as a high-tech 
innovator. 


Solutions Engineering 


Solutions Engineering provides our 
clients with technology-based 
business solutions. Exploiting new 
technologies, architectures, business 
models and processes to help clients 
boost business performance at scale, 
our Solutions Engineering Service 
Line is transforming the way 
Accenture designs and delivers 
business applications and processes 
with speed. 


EMPTY DESK 
SYNDROME 


Virtual services 
can cost 50% less than 
your own employees. 





Outsourcing and Netsourcing Solutions: 
Soon, it will be as unusual to have your own data 
centre as it is to have your own power station. 


Outsourcing changed the face of 
business in the 1990s and that 
evolution shows no signs of slowing. 
As competition intensifies and as 
pressure increases to cut costs and 
boost efficiencies, companies must 
continue to pare away non-core 
functions so they can focus more 
keenly on speed, building customer 
relationships and increasing value. 


For example, Sainsbury's, one of 
the world's leading retailers, has 
entrusted its entire supermarket 
information technology 
infrastructure to Accenture. This 
arrangement allows Accenture to 
radically improve Sainsbury's 
business efficiency by modernising 


its information systems while saving 
costs. Now Sainsbury's can 
concentrate on doing what it does 
best — making life taste better for its 
15 million customers each week. 


Building on this experience and 

on Internet technology, our client 
service business is expanding the 
outsourcing concept into a new 
economic model — netsourcing. 
Using data networks and a suite of 
powerful online applications, 
Accenture can help clients 
dramatically cut costs, boost 
productivity and increase flexibility 
by freeing up key personnel to focus 
on a company's core business. 


For example, our alliance with 
Jamcracker, an application service 
provider aggregator, allows 
companies to employ multiple 
Web-based applications and services 
through a one stop shop — one 
platform, one customer support 
desk, one bill. 


SMARTY PANTS 


By 2010, countless objects in our daily lives 
will have computer chips embedded to give them 
a mind of their own. 


{Now it gets interesting. } 
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Alliances and Venture Capital: 
A bird's-eye view of the next big thing. 
Whatever. Whenever. Wherever. 


Alliances 


At Accenture, alliances are central 

to our own strategy, to our client 
service business and to the skills we 
provide our clients. We are delivering 
new and complex technologies, 
processes and other service offerings 
far faster than we — or any other 
company — could do alone. That 
means we are bringing value-based 
solutions to our clients more rapidly, 
helping them achieve and sustain 
measurable results in the short time 
frames that the new economy 
demands. 


Last year, for example, Accenture 
joined with Microsoft to form 
Avanade, Inc., a high-tech venture 


that will deliver future generations 
of enterprise and Internet-based 
technology solutions on Microsoft's 
Net Enterprise platform. Leveraging 
the experience, intellectual capital 
and resources of both Microsoft and 
Accenture, Avanade is launching a 
suite of innovative technology 
solutions to help clients improve 
profitability, gain speed to market 
and fuel growth. 


Venture Capital 


One of the most telling developments 
at Accenture is our emergence as 
not simply an expert on the new 
economy, but an active participant. 
Through Accenture Technology 


Ventures, we have acquired stakes in 
most segments of the new economy, 
ranging from emerging enterprises 
to major joint ventures. 


During the last year alone, 
Accenture Technology Ventures 
invested in more than 50 companies 
that are creating innovative business 
models and key components of 
tomorrow's infrastructure. 


Not only will these companies be 
the business and technology leaders 
of tomorrow, but many are becoming 
alliance partners with Accenture, 
allowing our client teams to deliver 
ground-breaking solutions that help 
clients reinvent themselves ~ and 
their markets. 
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That falling feeling 


NEW YORK 


With one profit warning after another, the technology giants are falling to 
earth. Most blame a short-term downturn, but the truth is more worrying: 
some of their earlier growth was illusory 


IKE all good cartoon characters, the 
world’s biggest technology companies 
kept running obliviously in mid-air long 
after the economic ground fell away beneath 
them. Technology was different, they ex- 
plained, somehow insulated from the worst 
of business cycles; there was no need for 
thern to lower profit estimates dramatically, 
as so many other firms had done. The likes of 
Cisco and Intel were not frothy dotcoms; 
they were the engines of the “new econ- 
omy”, turning to the beat of a 
technological revolution, not 
consumer whim. Sun Micro- 
systems even argued that peo- 
ple would buy more of its 
pricey servers in bad times be- 
cause they made companies 
more efficient and would be 
seen as a cost-cutting invest- 
ment. But eventually, even in 
cartoons, gravity wins. 

Over the past few weeks, 
most of the leading technol- 
ogy firms have conceded that 
they cannot fight the forces 
pulling them down. On March 
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US companies’ IT spending 
% change on a year earlier 


gth Cisco shocked the market with news 
that it was laying off up to 8,000 workers, the 
first big reduction in its history. “There’s no 
question—we got knocked on our tails,” said 
John Chambers, its chief executive. The day 
before, Intel had announced 5,000 jobcuts of 
its own and said that revenues for the 
present quarter would be down by 25% from 
the previous one. 

Since then, the clamour of tech giants 
confessing that they were more exposed 


Technology companies 


“Nasdaq Composite index 
Sept 30h: 19985100 AW o 
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than they thought has grown louder. On 
March 12th Ericsson gave a warning that it 
would suffer a pre-tax loss of as much as 
$513m in the quarter, and not break even asit 
had thought. The next day, Motorola said it 
would post its first quarterly loss for 16 years 
and cut 7,000 jobs in one of its mobile-phone 
units. Meanwhile, slow sales in a semi- 
conductor subsidiary caused Siemens to is- 
sue a warning just a day after it listed its 
shares on the New York Stock Exchange; it 
claimed that it was as surprised by the chip 
slowdown as anyone. Oracle and Sun have 
chimed in with their own bad news. 

With each warning, the stockmarket has 
reacted by slashing the price not only of the 
company with the bad news but also of its 
main rivals—a sign that investors suspect 
companies across the technology industry 
have been unrealistic in their assurances 
that they could weather the storm. Worse, 
there is reason to think that this is not just a 
short squall. The frantic revenue growth of © 
the past few years—as much as 500% a year 


for optical firms such as jos Uniphase—-now. : 


looks less like a new paradigm than another 
side-effect of the stockmarket bubble. This 
suggests that, when growth returns, it will be 
at far lower rates than in the past. 


Natural-born growers 


The notion that the technology industry has 
a natural growth rate far above that of other 


businesses is an entrenched one, and not: = 


groundless. For more than a decade, pc sales 
have been growing at double-digit rates, at 
times as high as 40% a year. The number of 
Internet users has doubled every 18 months 
almost since the medium’s creation. More- 
over, e-business is an opportunity of vast 
scope, just starting to be explored, as is the 
mobile-data industry. The underlying tenets 
of technology, such as Moore’s Law (which 
states that chip power doubles every 18 
months), all seem to imply heady growth for 
everything they touch. 

This (and a bit of y2K panic) 
helped explain how technol- 
ogy spending in the United 
States could grow by 42% in 
1998 and 37% (to $820 billion) in 
1999, according to META 
Group’s MetricNet. This was a 
natural response to an unprec- 
edented opportunity: technol- 
ogy had created its own busi- 
ness cycle. Spending on other 
kinds of capital might trudge 
higher at single-digit rates as al- 
ways, but the tech sector was 
ona steeper curve. 

This argument was often 
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heard as the Nasdaq steamed ahead, justify- 
ing giddy earnings multiples. When a com- 
pany as big as Cisco can grow by more than 
60% a year, it is hard not to get excited. What 
could be a safer bet than the continuing 
growth of Internet traffic and the infrastruc- 
ture it needed? After all, Cisco was selling 
real goods, such as routers, not dotcom va- 
pour and banner ads. Surely its growth re- 
flected real demand. 

Sadly not. Much of the growth in tech- 
nology spending turns out to have been a 
product of the stockmarket bubble, a circu- 
lar flow of money that put speculative cash 
into the pockets of technology blue-chips. 

This worked in many ways. First, eager 
venture capitalists and unquestioning 1ro 
markets poured billions of dollars into com- 
panies that would otherwise not have been 
funded at all; much of that money was spent 
on technology infrastructure, from Sun serv- 
ers to Oracle databases. This was not just a 
dotcom phenomenon: by far the biggest ex- 
cesses came in telecoms, where young com- 
panies such as WorldCom were rewarded 
handsomely by the stockmarket for building 
new networks almost without regard to un- 
derlying demand. Big traditional firms 
caught the bug too. Spooked by the frantic 
spending of Nasdaq's darlings, they stepped 
up their own technology investments to 
keep pace. 


Lay thatcable 


At the same time, investors were financing 
more competitors in each sector than the 
market could support. In industries such as 
telecoms, this led to the creation of overlap- 
ping, redundant infrastructure. City streets 
were torn up again and again as yet another 
1Po star came through to lay its own fibre. 
And because the technology vendors them- 
selves had virtually unlimited access tocapi- 
tal, they poured fuel on this fire by offering 
operators generous loans, which encour- 
aged them to build networks even faster. 

On top of this, technology companies 
often took equity stakes in their customers, 
or even took shares and options as payment. 
As the customers’ share prices soared, the big 
vendors saw their earnings boosted by huge 
capital gains. Last year, Intel alone had in- 
vestments in more than 450 firms, which 
were worth more than $10 billion combined 
at their peak. The tech-stock boom had an- 
other effect. The vendors’ own rising share 
prices allowed them to pay employees with 
stock options rather than cash, creating pay- 
roll savings and further boosting profits. 

All this grossly inflated the sales and 
profits of the technology bellwethers. Be- 
tween April 1999 and June 2000, the average 
revenue growth of eight of the largest tech- 
nology firms almost tripled, from 30% year- 
on-year to nearly 90%; over the same period, 
the Nasdaq almost doubled (see chart on 
previous page). This created a temporarily 
virtuous circle: a rising stockmarket boosted 
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the profits of big tech firms, creating the im- 
pression of higher sustainable growth. In in- 
vestors’ minds, that in turn justified higher 
multiples for firms across the board, which 
sent the stockmarket even higher, and so on. 

Now that the bubble has burst, the big 
firms are learning that real growth in tech- 
nology spending will probably be far lower 
than they have been used to. Dotcom cus- 
tomers have gone away or cut their spending 
radically. In America, at least, the telecoms 
upstarts are also on the ropes: Cisco esti- 
mates that capital spending by new local- 
access competitors, which were among its 
best customers in recent years, is down by 
more than half. Many technology vendors 
have had to write off their loans; second- 
hand equipment from bankrupt customers 
is flooding the market. And bricks-and- 
mortar companies have turned conservative 
again. A recent survey by Merrill Lynch 
found that big corporations planned to in- 
crease their tech budgets by only 5-6% this 
year, half last year’s figure. 

Some of the present slump is cycli- 
cal—an ugly combination of stockmarket 
crash and economic slowdown, with a lin- 
gering y2K hangover thrown in. But when 
some sort of equilibrium returns, the former 
growth will not. Howard Rubin, an analystat 
META Group, predicts that post-bubble 
growth in tech spending will be around 
8-10% a year, compared with around 20% for 
most of the past decade. That is nothing to 
sneeze at, to be sure, but it is no new para- 
digm either.Given what happened to the old 
new paradigm, this may be a good thing. 
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Asia Pulp & Paper 


In shreds 


BANGKOK 


HAT happens when one of Asia’s best 

commercial-court systems tangles 
with one of its worst? That is the $12 billion 
question facing the creditors of Asia Pulp & 
Paper (app), which suspended debt pay- 
ments this week. app runs the largest pulp 
and paper business in Asia outside Japan, 
and is controlled by the Sinar Mas group of 
Indonesia’s Widjaja family. Its troubles 
show how hard it can still be—three years 
after South-East Asia’s collapse—for global 
capital markets to tame the region’s tycoons, 
Although its operations are in Indonesia, 
China and India, app keeps its headquarters 
in Singapore and lists its shares in New York. 
Yet as the firm prepares to enter the tidy 
Singaporean courts, many of its creditors still 
fear a messy Indonesian outcome. 

The Sinar Mas group, Indonesia’s sec- 
ond-biggest conglomerate, is one of those 
overseas Chinese business empires for 
which South-East Asia has long been 
known. Tracking such empires’ activities is 

















notoriously difficult. The only certainty for 
outside lenders and investors is that these 
pyramidal ownership structures are stacked 
against them. The Widjajas, like many other 
South-East Asian business families, are 
known for their opacity. Yet many foreign fi- 
nanciers continued throwing money at their 
group, even after Indonesia’s economy had 
collapsed in 1997-98. 

What attracted them was an “efficient 
cost structure”. In App’s case, this extended 
beyond Indonesia’s cheap labour. Since 
fresh paper-making capacity demands a 
ready source of wood chips, the Widjaja 
family’s political connections in Indonesia, 
rich in forests, came in handy. arp gained ac- 
cess to lucrative forestry concessions on the 
big islands of Kalimantan and Sumatra. Be- 
cause Indonesia’s soft wood grows up to 
twice as quickly as wood in northern climes, 
these concessions were especially valuable. 
The country’s weak enforcement of environ- 
mental rules—nobody insists on bother- 
some replanting—made the licences poten- 
tially even more attractive. 

By itself, this edge was not enough to de- 
liver a high return on capital. So, throughout 
the 1990s, apr expanded across Asia, espe- 
cially into pulp and paper plants in China 
and India. The idea was somehow to make 
better use of scale economies to boost the 
company’s returns. Many foreign lenders 
were impressed. 

The lenders had other good reasons to 
fork out money. Although app’s Indonesian 
businesses were generating 70-80% of its 
cash flows, and although the country’s cur- 
rency and economy had collapsed, the firm 
was largely selling a cash commodity on in- 
ternational markets. Moreover, the Indian 
bit of the business seemed about to take off. 
The junk status of apr’s bonds was also con- 
sidered a good sign: that meant high yields. 
Finally, outsiders noted that app had never 
missed a debt payment, and took this as a 
kind of guarantee. 

Last year, however, app began running 
out of ways to borrow, partly because of a 
sharp decline in pulp and paper prices. Since 
then, its relations with creditors have gradu- 
ally worsened. Last week ABN AMRO, a 
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Dutch bank, filed three writs against Apr and 
its operating subsidiaries. As the company’s 
many banks sort through its tangle of debt 
obligations, they will be grateful that Singa- 
pore’s open and orderly courts are involved. 
Yet the courts may end up providing 
small comfort. The biggest complication will 
be Indonesia’s government. It acquired a 
stake in the Sinar Mas group’s bank, Bank In- 
ternasional Indonesia (B11), when it recapi- 
talised the concern in 1999. Because B11 had 
provided some of the Sinar Mas group’s fi- 
nancing, the group ended up owing the gov- 
ernment $1.3 billion. Last month, the group 
pledged a pile of its assets to cover that debt. 
Many of the pledged assets are believed 
to come from the group’s stake in App, thus 
putting the government ahead of all those 
other creditors. They can trade it in New York 
and sue it in Singapore, but the foreigners 
who financed app are still dealing with an 
Indonesian company. 
ee m 





Jewellery industry 


All that glitters 


SOLONGHELLO AND VALENZA 


IAMONDS may be a girl’s best friend, 

but wobbly stockmarkets and the 
threat of a global recession are among a jew- 
eller’s worst enemies. The outlook for the 
world economy is expected to dominate dis- 
cussion at a conference on gold and jewel- 
lery that starts in Rome on March 19th. The 
topic is of particular relevance for Italy’s own 
jewellers. After a rich period of growth, they 
are facing tougher times. Many of the 10,000 
or so craftsmen and small firms that make 
up the fragmented industry are wondering 
how to remain competitive. 

Jewellery is an Italian success. Three de- 
cades ago, the industry was dominated by 
French names such as Cartier, Boucheron 
and Van Cleef & Arpels. French makers were 
considered the best in the world. But the Ital- 
ians learned quickly. They were faster to in- 
dustrialise production and to anticipate 
soaring demand for high-quality jewellery. 
They soon eclipsed their French teachers. As 
recently as 1998, Italy turned more precious 
metal into jewellery than any other country. 
India now occupies the top slot thanks to its 
volume of cheap gold-jewellery production, 
but Italy still leads by value. Its jewellers 
worked 500 tonnes of gold last year, far more 
than the 45 tonnes worked in Germany, Eu- 
rope’s second-largest producer. 

The market is growing tougher, reckons 
Federorafi, the association of Italian jewel- 
lery makers and goldsmiths. Its members, 
who export around 80% of production, face 
increasing competition from countries such 
as Israel, Turkey and Thailand, as well as In- 
dia and China. Moreover, Italy’s share of the 
American market, which absorbs more than 
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one-third of exports, is 
dropping. According to Fe- 
derorafi, there will have to 
be consolidation if compa- 
nies are to survive harsher 
market conditions. 

Producers of mid- and 
low-priced jewellery are 
worst affected. At the 
higher end of the market, 
however, the outlook is 
brighter. Among _ Italy’s 
most successful jewellers is 
Crova, a family company 
with factories at Solong- 
hello and Valenza, south- 
east of Turin. It increased its 
turnover by 35% to $40m 
last year and expects even 
higher growth this year. Crova makes only 
the highest-quality jewellery. It is also big: it 
has 380 workers, compared with the two or 
three who make up the workforce at most of 
the 800 firms in Valenza, Italy’s jewellery 
capital. 

Crova was founded in 1977 and grew 
quickly thanks to a lasting partnership with 
Bulgari, a successful retailer of jewellery and 
fashion goods. Bulgari became Crova’s first 
customer and has grown from three shops to 
more than 100 around the world. “My father 
had two aims: to combine quality with 
quantity and to offer customers a full service 
from design to prototype to production, 
across a broad range of products,” says Pier 
Carlo Crova, managing director and one of 
the founder’s two sons. 

Crova has had to achieve high quality 
with large volumes to satisfy Bulgari. This 
has required heavy investment in machin- 
ery and in staff training, as well as continu- 
ous spending on quality control. Since the 
mid-1980s Crova has reduced its reliance on 
Bulgari, and now makes jewellery and watch 
bracelets for other big brands, including Mi- 
kimoto, de Grisogono, Chopard and Rolex. 

Around 125,000 pieces of jewellery left 
Crova’s factories last year. To make them, the 
firm used 15 tonnes of gold and around 2m 
diamonds. About half of Crova’s output is 
done under contract by more than 100differ- 
ent workshops in Valenza, a policy that al- 
lows it unusual flexibility. The firm also 
makes occasional one-off pieces, although 
these are invariably loss-making. “There are 
still princes and princesses who want them, 
and they are a way to get talked about,” ob- 
serves Mr Crova. But getting talked about is 
not easy for a manufacturer whose name is 
always hidden behind its clients’ fashion- 
able brands. And margins on distribution are 
much higher than the 10-15% that Crova 
earns making jewellery for others to sell. 

That explains Crova’s decision earlier 
this year to create its own jewellery brand. It 
is, however, a decision fraught with risk. For 
the company’s retailing customers, there is 
the threat that Crova will become a competi- 
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Crafting a brand 


tor. There is also the danger that it will lose its 
edge in manufacturing as it puts more effort 
into distribution and marketing. Mr Crova 
has reassured customers by insisting that the 
new brand will be kept separate from the ex- 
isting business. Further, Crova’s strategy has 
already been adopted by other successful 
manufacturers such as Chimento and Uno A 
Erre. If they can create brands as lovingly as 
they create diamond-encrusted rings, these 
leading Italian jewellers might just have a 
bright future, with or without the odd econ- 
omic downturn. 

inin a 





South African industry 


Minefield 


JOHANNESBURG 


OR a country to prosper, property rights 

must be secure. It also helps if the country 
is peaceful. Though they deny it, South Af- 
rica’s rulers worry that the two aims may be 
in conflict. The problem, like so many of 
South Africa’s problems, is historical. Under 
apartheid, property rights were secure—but 
only if you were white. Black South Africans 
wereoften booted off their land to make way 
for white builders or miners. The present, 
democratic, government wants to redress 
past injustices without infringing property 
rights. It is a tricky balancing act, and it 
makes business nervous. 

Mining firms, for instance, are worried 
by a draft mineral-development bill, some 
version of which will probably be enacted 
this year. In order “to redress the results of 
past racial discrimination and ensure [that] 
historically disadvantaged persons partici- 
pate in the mining industry”, the bill would 
give broad discretion to the minerals minis- 
ter to decide who can mine what. 

The minister in question, Phumzile 
Mlambo-Ngcuka, insists that existing min- 
ing operations will continue to operate un- 
hindered. But the miners see devils in the de- 
tail. They note that holders of mining rights 
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granted under apartheid will be allowed to 
apply for the right to continue mining, but 
that there is no guarantee this will be 
granted. They also worry that the bill would 
make their right to mine subject to “such 
conditions as [the minister] may determine”. 
These conditions are unspecified, and there 
seems to be no right of appeal. 

The truth is, the government is angry 
about the way mineral rights were won in 
the first place, and unhappy that so few 
black-owned firms have been able to exploit 
South Africa’s colossal mineral wealth. The 
big players, such as Anglo American, De 
Beers, Billiton and Gold Fields, are largely 
run by whites. Some are listed overseas, and 
about 40% of the South African mining in- 
dustry is owned by foreigners. 

Mining and related businesses account 
for almost 60% of South Africa’s exported 
goods, so the government does not want to 
injure the industry. But Ms Mlambo-Ngcuka 
would like tosee black firms digging up some 
of the mineral deposits that the big mining 
houses currently own but do not mine (be- 
cause of cost). The trouble is, mining requires 
technical expertise and patient capital. Black 
South Africans do not yet have much of ei- 


ther, and the new mineral-develop- 


ment law will make it harder for them 
toraise finance if it undermines secu- 
rity of tenure. That is because mines 
often produce no return for their first 
ten years. Investors have to be sure 
that the law will not turn on them in 
the future. 

Property rights are enshrined in 
the South African constitution, but 
exceptions are sometimes made in or- 
der to right past wrongs. On March 
13th, for instance, the government is- 
sued its first order to expropriate a 
farm. Moreover, the government 
makes frequent trade-offs between 
economic growth and restitution.On 
March i4th, for example, it an- 
nounced that foreigners will be allowed to 
own no more than 49% of South African 
fixed-line telephone companies. The com- 
munications minister, Ivy Matsepe-Casa- 
burri, promised to license at least one rival to 
Telkom, the current monopoly provider, and 
to set aside up to 30% of each big licence for 
black South Africans. 

The conflict between business-as-usual 
and compensation for blacks would be eas- 








ier to resolve if white businessmen trusted 
South Africa's black-dominated govern- 
ment, and vice versa. Investors look at Zim- 
babwe, where the government openly tells 
its supporters to grab private property, and 
shudder. The South African government 
draws a different lesson from its neighbour: 
that if blacks’ grievances are not addressed, 
the future could be turbulent. 
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SIT an ocean-going luxury resort, a mov- 

able second home or merely an inge- 
nious way to finance ship construction? 
Whatever it is, The World, a 196-metre 
(644-foot) ship launched on February 28th 
and now being fitted out, is being watched 
closely by cruise-industry executives. For 
The World is no ordinary cruise ship. In- 
stead of carrying thousands of passengers 
for a week or two at a time, it will be home 
to around 200 residents who have paid be- 
tween $2m and $7m apiece for one of its 10 
apartments. And rather than making a 
| brief stop in a different port each day, The 
| World will follow a more leisurely itiner- 





ary, visiting Cannes for the film festival, 
cruising down to Rio for the carnival and so 
on. The idea is the brainchild of Knut Klos- 
ter, a Norwegian shipping magnate whose 


Artists of the floating world 


family pioneered the modern cruise indus- 
try in the 1960s. 

Will it sink or sail? So far, 89 of The 
World’s apartments have been sold and 
the rest are expected to be snapped up by 
the time the ship is completed in Decem- 
ber, says Frédy Dellis, the boss of Residen- 
Sea, the Bahamas-based company behind 
the scheme. The advantage of the residen- 
tial approach is that selling the apartments 
up front covers the cost of the ship’s con- 
struction. Residents then pay an annual 
service charge of around 6% of the cost of 
their apartments, which covers about 85% 
of the ship’s operating costs. ResidenSea 
will pay the rest, and make its profit from 
operating the ship’s restaurants and shops, 
and from renting out an additional 88 
apartments to the residents’ guests. 

This business model 





| They said the Freedom Ship was unt 
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hinkable 


may make sense for the 
operating company, says 
Jim Winchester, a cruise- 
industry analyst at Lazard 
Fréres, but may not repre- 
sent such good value for 
the residents. Compared 
with buying a yacht or a 
French chateau, for exam- 
ple, spending $5m on a 
floating apartment looks 
like a bad investment, not 
least because the resale 
value is uncertain. 
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Mr Dellis responds that his firm is sell- 
ing “a lifestyle, not an investment’. Be- 
sides, he says, many of his clients have the 
yacht and the chateau already. Fine, but 
what of the claim that, with just 300 or so 
residents and guests on board anda similar 
number of staff, the vast ship will feel like a 
floating ghost-town? Mr Dellis responds 
that he is aiming for the atmosphere of a 
private club, not that of a cruise ship. As for 
safety—won’t the ship be an ideal target for 
pirates or terrorists?—Mr Dellis insists that | 
security will be much tighter than it is on 
private yachts or in five-star hotels. 

If the idea of residential megaships 
proves popular, other firms are waiting to 
enter the fray. By far the most ambitious 
plan is that of Freedom Ship International, 
based in Palm Beach, Florida, which hopes 
to build a floating city. The Freedom Ship 
would be over a kilometre long, 25 storeys 
high and home to 40,000 people. Apart- 
ments would start at around $120,000, soit | 
would not be the exclusive preserve of the | 
mega-rich. Indeed, a drawback is thatonly | 
the more expensive apartments would | 
have windows—something even the mid- | 
dling-rich are unlikely to stand for. | 

Yet another approach is that of the 
America World City, a pet project of Mr 
Kloster’s, which consists of three high-rise 
towers on top of a huge ship, with a 
“downtown” complex of streets between 
them. Like other purveyors of science-fic- 
tion escapism, the backers of these projects 
will have more than a passing interest in 
the fate of The World. 
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FOR TODAY'S BUSINESS 


Take five weeks and 
experience life-changing 
insights, discover 

new frameworks from 
the world’s sharpest 
business thinkers, and 
evolve yourself to 
succeed in this rapidly 


changing environment. 





Regional jets 


Small is beautiful 


SAO JOSE DOS CAMPOS 


Their order books are bulging and they are launching ever more models. How 


high can regional jet makers fly? 


HERE seem to be as many construction 

workers as aircraft engineers scurrying 
around Embraer’s sprawling manufacturing 
complex at Sao Jose dos Campos, between 
Sao Paulo and Rio de Janeiro. The Brazilian 
firm, one of the world’s three main makers of 
“regional” (ie, medium-sized) passenger jets, 
is rushing to build new hangars and refur- 
bish old ones, as it gears up production of its 
new range of 70-110-seat planes while pro- 
ducing growing numbers of its smaller, 37-50 
seat jets. Even when the building work is fin- 
ished there will not be enough room, so an- 
other plant is being built further inland. 

How different things were in 1996, when 
the plant was at a near standstill. The private 
investors who had recently bought Embraer 
from the Brazilian government were ner- 
vously launching its first regional jet into a 
market reeling from the collapse a few 
months earlier of Fokker, a Dutch plane 
maker. It was far from clear if Embraer, until 
then a maker of turbo-props and military 
aircraft, would be able to avoid a similar 
- crash-landing. Since then, 294 of that first 
model, the 50-seat ERJ145, have been de- 
livered; its order book currently stands at 255 
firm purchases and 316 options. A 37-sSeat 
model was successfully launched in 1999. 
The first of a new range with 70-plus seats 
should be delivered next year. 

The regional-jet market has turned out 
bigger than many in the air industry had ex- 
pected when Fokker went bust. For that, 
thanks go largely to the crj200, launched a 
few years earlier by Embraer’s bitterest rival, 
Bombardier of Canada. This aircraft turned 
out to be more efficient and popular than 
even its makers had hoped. It transformed 
the economics of the medium distance, 
low-density routes operated by regional air- 
lines, which hitherto had flown mostly 
noisy, slow turbo-props. The successful 
launches of Bombardier’s and then Em- 
braer’s jets were followed by that of the 328, a 
32-seater from Fairchild Dornier, an Ameri- 
can-German firm. With demand set to goon 
rising (see chart), all three firms are now 
working on bigger models with 70-110 seats, 
overlapping with the smallest jets made by 
Boeing and Airbus. 

Fokker crashed because its planes were 
heavy and expensive and, being largely 
hand-made, took ages to build. Unlike Bom- 
bardier, Embraer and Fairchild Dornier, it 
failed to invest enough in design and auto- 
mated manufacturing processes. All three 
learned from Airbus, which contracts out 
the making of many important parts to a 
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group of supplier-partners; they share the 
costs and risks of developing a new plane. 
For instance, the Embraer ERj145s being as- 
sembled at Sao Jose dos Campos have wings 
that have been flown in from Spain, tail fins 
built in Chile, rear fuselages from Belgium 
and cabin interiors from America. 

Since its privatisation, Embraer has be- 
come a source of pride in Brazil. It is a high- 
tech export success—foreign sales rose 60% 





Cleared for take-off 


Number of in-service regional aircraft 
forecast 


















== 25-44 seats 
== 50-65 seats 


— 1,600 











am GE-B5 seats) OOO 
=== 86-110 seats 
800 
Katee ope eg ats eed as shiv ae 
2000 05 10 15 20 








Source: Fairchild Dornier 





last year to $2.7 billion—capable of fighting 
rich countries’ aerospace giants on equal 
terms. More than equal: whereas it is selling 
regional airlines a full model range from 37 to 
108 seats, Bombardier has no model at the 
bottom end and Fairchild Dornier has noth- 
ing in the most popular, 50-seat range. 


Crowded skies 


All three won enough pre-launch orders to 
go ahead with building their new 70-110-seat 
ranges, but there are still doubts about de- 
mand for these larger planes. For one thing, 
they face competition they might not have 
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expected. British Aerospace recently defied 
the industry’s belief that its Ryx pro- 
gramme—a revamp of its older BAe 146 jet— 
was being wound down. It announced that 
British European had ordered 12 112-seat 
RJxs, with an option to buy eight more. 

Richard Aboulafia of Teal Group, an avi- 
ation consultancy, points out that the num- 
ber of competitors has grown just as the in- 
dustry may be heading for leaner times. One 
reason for this is the resistance to larger re- 
gional jets from pilots’ unions in the United 
States. Most regional airlines are affiliated to 
or owned by big long-distance airlines, 
whose pilots have in many cases won “scope 
clauses” in their contracts. These ban the big 
airlines from working with regional carriers 
that fly planes of 70 seats or more, and are 
designed to stop pilots of big planes being 
undercut by lower-paid regional-jet pilots. 

Barry Eccleston, a vice-president of Fair- 
child Dornier, admits his firm had hoped 
that scope clauses would be dying out by 
now, but they seem tobe strengthening. He is 
pinning his hopes on the emergence of new, 
independent regional airlines, flying be- 
tween medium-sized cities rather than con- 
necting with the big carriers’ “hub” airports, 
and thus unaffected by their labour-rela- 
tions problems. 

In Europe, scope clauses are rarer, but 
there is another threat to the regional jet 
makers’ ambitions: lack of airspace. Last 
month, the jet makers (along with regional 
airlines) helped to delay a proposal by Eu- 
rope’s air-traffic authorities. This would 
have introduced new fees, pricing regional 
jets out of some chunks of airspace to make 
way for the big carriers’ planes. The problem 
can be fixed, says Mr Eccleston, with better 
air-traffic control, but at great expense. 

Pilots’ contracts and crowded skies may 
slow the three main regional jet makers’ ex- 
pansion, but the long-term prospects look 
better than they did five years ago. Each has 
products that have proved reliable and eco- 
nomical. Whether they could have achieved 
their success without government aid is an 
interesting question. Another is whether 
Embraer and Bombardier, now that they are 
flying high, should continue getting it, in the 
form of subsidised loans for buyers of their 
planes. The World Trade Organisation has 
already ruled Brazil’s and Canada’s subsi- 
dies illegal. Both schemes have been modi- 
fied but the row goes on. 

Embraer’s president, Mauricio Botelho, 
insists that, coming from a developing coun- 
try with high interest rates, his firm merits 
special consideration. Without aid, he says, it 
could not survive against its rich-country ri- 
vals. Analysts disagree. In a subsidy-free 
contest, Embraer ought to hold its own. Until 
the firm iscut free, the Brazilian taxpayer will 
continue to subsidise airline shareholders in 
richer countries by letting them buy Em- 
braer’s planes a bit cheaper. 

a 
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The oracle strikes back 


As storm clouds continue to gather over technology companies, one investor at least can be 
forgiven for feeling pleased with himself: Warren Buffett 


HE Dairy Queen ice cream will taste par- 

ticularly sweet at next month’s “Wood- 
stock for Capitalists”, as the annual meeting 
of Berkshire Hathaway is affectionately 
known. Only a year ago, Warren Buffett, who 
runs the investment firm (which owns Dairy 
Queen, among others), was being written off 
everywhere as the once-great investor who 
simply didn’t get the “new economy”. How 
could the legendary Oracle of Omaha admit 
tonot understanding technology companies, 
when everybody else was successfully bet- 
ting their shirts on jos Uniphase, Qual- 
Comm and the like, firms that were going to 
do something very important and new? 
(What was it, again?) 

It is Mr Buffett who is laughing now. The 
day the Nasdaq peaked at 5,100 last March 
marked the point at which Berkshire’s share 
price touched a low from which it has since 
risen steadily (see chart). Mr Buffett’s latest annual letter to share- 
holders, always a treat to read, mixed his hallmark folksy, gently 
self-deprecating style with a loud shout of “I told you so”. “We 
have embraced the 2ist century by entering such cutting-edge 
industries as brick, carpet, insulation and paint. Try to control 
your excitement,” he urged. Berkshire, he explained, is now one of 
very few authentic “clicks and bricks” businesses, thanks to the In- 
ternet activities of GEICO, an insurance business, and the purchase 
of Acme, a brick firm—a deal that “you can bet...is making them 
sweat in Silicon Valley.” 

To Mr Buffett—who now dares disagree?—last year’s Nasdaq 
surge was a bubble destined eventually to meet with a deadly pin. 
This bubble caused a massive transfer of wealth from the public to 
the promoters of companies, “designed more with an eye to mak- 
ing money off investors rather than for them”. But investors large 
and small must share the blame, he writes: like Cinderella, they 
knew that midnight would bring on pumpkins and mice but, hat- 
ing to miss a second of a great party, they stayed too long. They 
have now learnt, or should have, some old lessons. First, Wall Street 
will sell investors anything. Second, speculation is most dangerous 
when it looks easiest. 

Mr Buffett does not dismiss the new economy entirely—he ac- 
cepts that much real value has been 





cess than solid analysis of companies’ funda- 
mentals. For one thing, he is not always the 
amiable, uncomplicated 70-year-old sug- 
gested by his carefully cultivated public per- 
sona. Hecan beas tough as the cowboy boots 
that one of his companies sells. He made 
plenty of enemies while saving Salomon 
Brothers, an investment bank, from bank- 
ruptcy in the early 1990s. More recently, he 
intervened at the last minute to stop Coca- 
Cola, one of his biggest and earliest invest- 
ments, pursuing its planned takeover of 
Quaker Oats, which he considered too 
pricey. That left Coke’s boss, Douglas Daft, 
looking embarrassed. Even Mr Buffett’s re- 

cent opposition to the abolition of estate 
taxes may not have been the selfless gesture it 
appeared: a big loser from the taxes’ demise 
would be the insurance industry, in which 
Berkshire is a leading firm. 

The way Mr Buffett invests has also been crucial to his survival 
in bad times. Unlike many other “value” investors, last year Berk- 
shire did not engage in the expensive and risky activity of shorting 
shares that looked overvalued. Nor did it have to win mandates 
from, say, pension-fund trustees who felt that Nasdaq was the 
only show in town. Nor, for that matter, did it have to meet cash 
demands from investors by selling poorly performing stakes in 
companies such as Coca-Cola, Gillette and Disney, just at the 
point when they were worth least. 


Cash cushion 
Mr Buffett has been cushioned from short-term pressures by his 
insurance businesses, which account for roughly half of Berk- 
shire’s profits. The insurance industry may be largely populated 
by dull, unimaginative sorts, but for a financial wizard such as Mr 
Buffett its tax advantages and cash generation offer huge opportu- 
nities. The cash allows him to invest when rival investors are un- 
able to raise money, enabling him to buy at low prices. Last year, 
for instance, the drying-up of the junk-bond market meant Berk- 
shire faced little competition when making a series of acquisitions. 
Berkshire’s liquidity may be the key to Mr Buffett’s success, 
reckons Myron Scholes, a Nobel prize-winning economist, and a 
former partner in Long-Term Capital 





created in the past decade by new or 
young businesses. He is saying merely 
that he is not “smart enough” to pick the 
“few winners that will emerge from an 
ocean of unproven enterprises”. 

Mr Buffett's comeback is in many 
ways a triumph for the view that, ulti- 
mately, share prices reflect a company’s 
fundamentals rationally. This was an ar- 
gument made by Benjamin Graham, au- 
thor of “Security Analysis”, perhaps the 
greatest book on investing ever written. 
Mr Buffett joined Mr Graham’s famous 
class at Columbia University exactly 50 
years ago. 

Yet there is more to Mr Buffett’s suc- 
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Management, a failed hedge fund that Mr 
Buffett tried unsuccessfully to buy in 1998. 
But can Berkshire continue to spew cash? 
Its performance in insurance underwrit- 
ing has been disappointing of late. If this 
continues, it could hamper Mr Buffett. 
Moreover, even at today’s lower prices, he 
does not think that shares are an exciting 
prospect. Private purchases of firms are 
more attractive, he says, but even they are 
unlikely to offer “really juicy” results until 
capital markets get very tight. 

If things go on as they are, that day 
may not be far off—in which case, Mr 
Buffett's prospects will be better than 
ever. More ice cream, sir? 
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CHIEF EXECUTIVES | 


~ Chuming at the top 


oe bosses are being hired and fired like never before, and many more 
will go as the economic slowdown in America bites. Why is it proving so hard 


to find good leaders these days? 


AST summer, the venerable Harvard 
Business Review published an article* 
by Warren Bennis and James O'Toole, two 
American academics, about a phenomenon 
they described as “ceo churning’. Cor- 
porate bosses, they alleged, were coming 
and going at an unprecedented rate. They 
had not by then seen half of it. Since the arti- 
cle was published, the rate of churn hasin- 
creased sharply. 

In February this year, 119 ceos left their 
jobs at sizeable American companies, .ac- 
_ cording to data compiled by Challenger, 

Gray & Christmas, an outplacement firm 
based in Chicago. That was 37% more than in 
the same month a year earlier. According to 
Challenger, departures in the last six months 
of 2000 were over 40% up on the first six 
months of the year (see the chart on the fol- 
lowing page). 

As the economic slowdown in America 
continues, more and more heads can be ex- 
pected to roll. Investors (and the boards that 
represent them) will become less patient 
with bosses who cannot produce results 


~ thatexceed those of the previous accounting 


period. Their patience will be the more 
frayed because few of them (or of the bosses 
themselves—see page 90) can remember 
anything like it. It’s a rare chief executive who 


* “Don't Hire the Wrong CEO”, by Warren Bennis and 
james O'Toole, Harvard Business Review, May-June 2000 
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was in the job a decade ago, the last time 
America and Europe experienced recession. 

The impact of disappointing results is al- 
ready visible. A rising proportion of the ceo 
departures are coming from dotcom compa- 
nies. Many of them were enticed to the job 
with the carrot of shares or share options. 
When the dotcom stockmarket bubble 
burst, some of those high-fliers headed for 
nests where they could command a more re- 
liable cash flow. In Europe, four of the lead- 
ing Internet companies lost their bosses in 
February alone, whilst in America earlier 
this month Tim Koogle announced his res~ 
ignation as ceo of Yahoo!, a bellwether for 
the whole sector. 

Even so, dotcom disappointments ac- 
count for only a small part of the churn- 
ing—20% in America in February. Writing 
before the economic slowdown had even 
begun, Mr Bennis and Mr O'Toole main- 
tained that there are two more fundamental 
reasons for the phenomenon: in the first 
place, the job of the ceo has become much 
more demanding in recent years; and sec- 
ond, companies are getting worse at choos- 
ing their bosses. Add that to an across-the- 
board recession, and the churning of chief 
executives could soon begin to have a dis- 
tinctly rancid flavour. 

A number of changes in the business 
environment are adding to the stresses of the 
top job, and increasing the fall-out rate. The 





























































































































flattening of the corporation, for example, 
that was such a feature of corporate restruc- 
turing in the 1990s, left those in charge witha 
wider span of control. Instead of typically 


having four or five people reporting directly 


to them, bosses have come to have a more 
demanding eight or nine. 

At the same time, globalisation has 
forced chief executives to travel more in or- 
der to keep in touch with their far-flung em- 
pires. Chris Jones, the 45-year-old chief of J. 
Walter Thompson, a global advertising: 
agency, resigned in January after suffering a ` 
life-threatening pvt (deep vein thrombosis) 


on a flight from New York to Geneva. Long- | 


haul fliers are thought to be particularly sus- 
ceptible to pvt, and ceos of global compa- 
nies cannoteasily avoid long-haul flights. 
Wayne Sanders, the ceo of Kimberly- 
Clark, a paper maker, has tried to reduce the 
risk to him by delegating much of his travel 
to his number two. In February, he told the 
Wall Street Journal that the turning point 
came on the first day of a 15-day trip to Asia. 
At one in the morning, he found himself ex- 


hausted, unable to sleep, sucking a Snickers 


bar and thinking, “I'm in trouble.” 
The need to be on top of every new de- 
velopment in information technology is also. 


putting new strains on bosses, most of 


whom were brought up in the pre-computer’ 
era. Some companies are trying to circum- 
vent the problem by appointing a leader 
who is already rr-literate. Tom Glocer, the 
41-year-old who takes over in July -asthe 


boss of Reuters, for example, used to write __ 
simulation software when a lawyer in New. 


York. Few geeks, however, yet seem tocome 
with the full range of talents considered es- 
sential for the leader of a large corporation. 
The spate of mega-mergers in recent 
years has also added to the churn. When two 
companies become one there is room: for. 


only one boss. Despite initial devotion toa- 


harmonious future together, one or other” 
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usually gets the elbow. On January 24th, for 
example, John Mack, a former head of Mor- 
gan Stanley (who became joint head of the 
firm created by the investment bank’s 1997 
merger with Dean Witter) resigned—leaving 
the top job to his co-chief, Dean Witter’s 
Philip Purcell. In such cases, the dear de- 
parted soon come into the sights of head- 
hunters and disaffected boards elsewhere. 

Moreover, the period immediately after 
a merger is particularly stressful and can give 
the final push to a ceo teetering on the edge 
of resignation. Jacques Bougie, the 53-year- 
old head of Alcan, resigned on January 1oth, 
only a few months after the Canadian com- 
pany had bought Algroup, a Swiss alumi- 
nium maker. Mr Bougie said that he wanted 
to “return to activities I have put aside”. 

As stockmarkets have declined, how- 
ever, the financing of maa deals has become 
less attractive. As a result, their number has 
fallen sharply this year and their modest im- 
pacton the rate of ceochum will have corre- 
spondingly diminished. 


Bad choices 


It is the job of companies’ boards to choose 
new leaders, and several things prevent 
them from getting better at it. For a start, the 
board invariably includes the old cEo, a per- 
son whose motives for choosing a successor 
can rarely be entirely pure. The more suc- 
cessful (and powerful) the ceo, the more 
influence he has in making that choice, a for- 
mula that can lead to disaster. 

Take Coca-Cola. A few years ago, when 
Roberto Goizueta, the company’s much ad- 
mired leader, knew he was dying of cancer, 
the board chose Doug Ivester, his number 
two, to succeed him. Mr Ivester had been Mr 
Goizueta’s chief financial officer and also, 
say Messrs Bennis and O'Toole, “emotion- 
ally inept”. When hundreds of Belgians were 
poisoned by the company’s products in 
1999, it took Mr Ivester a week before he de- 
cided to cross the Atlantic and show that he 
cared about customers. 

How could the company have chosen 
such a wrong ‘un? The two American aca- 
demics believe it was because the directors 
were keen to honour the dying man’s wishes, 
and Mr Ivester was his “fair-haired boy”. In 
any case, Mr Ivester lasted less than 18 
months in the job. 

Mr Bennis, a professor at the University 
of Southern California’s Marshall School of 
Business, says that when they have tochoose 
anew leader, boards “typically go intoa kind 
of collective trance, rhapsodising about 
‘leadership’ and the big need for it without 
ever taking even the first steps todefine what 
they mean by the term.” If pushed, they refer 
toquantifiable things—paper qualifications, 
for example, or breadth of experience. Those 
who appreciate that great leaders must have 
immeasurable qualities as well tend to tum 
to outside headhunters for help. 

Boards are further hindered in making 
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good choices by two well-embedded mis- 


conceptions. The first is the enduring idea 
that leaders are somehow bom and not 
made: that genetic make-up counts for more 
than training and experience. 

The second was most famously raised in 
an article by a Harvard professor, Abraham 
Zaleznik, in 1977 in which he argued that, 
“Because leaders and managers are basically 
different, the conditions favourable to one 
may be inimical to the growth of the 
other”—ie, long experience as a manager is 
poor training for a leader. Over time, this en- 
couraged boards to look outside their own 
Organisations for ceos more than they might 
otherwise have done. 

Zaleznik’s point may have been valid in 
the 1970s when firms were full of managers 
who did little more than sift information. It is 
not so true today. The corporate restructur- 














ing of the 1990s has squeezed out most such 
jobs. Corporate managers now have respon- 
sibility for bits of their group’s profit and loss 
ata much earlier stage in their career. Nolon- 
ger is their experience “inimical to the 
growth” of a leader, if it ever was. 

In any case, some of the most successful 
leaders of recent years have had no working 
experience outside their own organisation: 
Jack Welch of Ge, for instance, (Time maga- 
zine’s “ceo of the 20th century”) joined the 
company in 1960 and is due to retire this 
year; Sir Brian Pitman, who led Lloyds/rsp at 
a time in the 1990s when it was one of the 
best-performing companies in Europe, 
joined the bank in 1952 and never worked 
anywhere else. 

More disruptive to the search for good 
leaders is the widespread belief that they are 
born (and/or bred), but not made. This belief 
leads to extensive efforts to find the “quali- 
ties” that all great leaders have in common. 
History books are trawled for hints, with 
kings, war heroes and explorers popularly 
held up as role models. 

Robert Scott and Sir Ernest Shackleton, 
for example, have come to represent two 
(metaphorical) poles of the “born” leader: 
Scott the inflexible, distant type who would 














stop at nothing; Shackleton the charming en- 
thusiast who cared first and foremost for his 
men. Scott was more popular in the ruthless 
corporate world of the 1980s, while Shackle- 
ton is more the man for today. This month 
sees the publication of a book by Margot 
Morrell and Stephanie Capparell called 
“Shackleton’s Way: Leadership Lessons from 
the Great Antarctic Explorer”. 

These characters from history go in and 
out of fashion. Early last year, Joan of Arc 
was in; later in the year it was the turn of Eliz- 
abeth 1, the 16th-century unmarried queen 
of England who has just been celebrated in 
two management books: “Elizabeth 1, CEO” 
by Alan Axelrod, and “Leadership Secrets of 
Elizabeth 1” by Shaun Higgins and Pamela 
Gilberd. The fact that they were women has- 
probably pushed Joan and Elizabeth’s cause 
in an age when corporate leaders are ex- 
horted to expose their “feminine side”. 


Timid and shy 


New theories about the necessary and suffi- 
cient qualities of great leaders appear at reg- 
ular intervals. The latest comes from Jim 
Collins, co-author of “Built to Last”, a best- 
selling business book of the mid-1990s. His 
new book (“Good to Great”, to be published 
by HarperCollins in the autumn) was trailed 
in an article** in the Harvard Business Re- 
view earlier this year. 

Mr Collins set out to see whether those 
companies that made an unexpected trans- 
formation from being quite ordinary to be- 
ing great had anything in common. He 
scoured databases of corporate results going 
back to 1965 and found only 11 companies 
that, on his definition, went through such a 
transformation. They included Kimberly- 
Clark, Gillette and Abbott Laboratories. 

These firms he then put under the mi- 
croscope to see what characteristics (if any) 
they shared. And the only thing he could 
find was that they had all had leaders who 
possessed “a paradoxical mixture of per- 
sonal humility and professional will”. All of 
these leaders were men, and all were a rare 
mix of “timid and ferocious; shy and fear- 
less”. Almost all of them were appointed 
from inside their organisations. 

One of Mr Collins’s heroes is Darwin E, 
Smith who, in 20 years as ceo of Kimberly- 
Clark, turned an insignificant paper com- 
pany into a world market leader. “Shy, un- 
pretentious, even awkward”, Darwin Smith 
“seems to have come from Mars”, writes Mr 
Collins. After the bruising from the likes of 
Hugh McColl, the former marine who brow- 
beat Bank of America into its current mess, 
and Al “Chainsaw” Dunlap who pulped 
Scott Paper while laying off thousands of 
employees and pocketing $100m for himself, 
the boards of corporate America may be 


** “Level 5 Leadership: The Triumph of Humility and Fierce 
Resolve”, by Jim Collins. Harvard Business Review, Janu- 
ary 2001 
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yearning to hear Mr Collins’s message: Go 
search out the meek, for they shall inherit the 
corporation. Would that it were so easy. 

For a start, Mr Collins has excluded a 

- large part of the corporate world from his 
analysis. The computer industry is too 
young to register, so there is no mention of its 
big (and highly successful) egos. And the fi- 
nance industry is not represented at all. 

Mr Collins says, however, that there 
have been leaders in both industries to sup- 
port his case. John Morgridge, the man who 
turned Cisco Systems from an ordinary 
company into a great one, was, he says, “a 
quiet, reserved, shy and understated man”, 
as was John Whitehead, the partner who 
helped make Goldman Sachs great in the 
late 19708. 

Mr Collins has confined himself to 
America, because nowhere else is there suffi- 

* cient data to make a comparable analysis. 
But Europe's understated ways might have 
provided him with more examples of his 


leader “type” than America. A couple of 


European companies that went from good 
to great during the 1990s may have had such 
leaders: Nokia, the Finnish mobile-phone 
phenomenon, and Aegon, a Dutch insur- 
ance company. Aegon’s boss, Kees 
Storm, is a self-effacing Dutchman 
whose humility, this publication once said, 
“almost amounts to disdain for the latest 
fashion”, while Nokia’s boss, Jorma Ollila, 

-~preaches the cause of nöyryys, a Finnish 
word meaning “putting teamwork before 
individual effort”. 


Leadership school 


There are, of course, some things that cor- 
porate leaders do unquestionably have in 
common. CEOs remain, as they always were, 
overwhelmingly white, male and over 50. 
And so do the people who select them. A 
study of outside directors in Britain, pub- 
lished by PricewaterhouseCoopers in Janu- 
ary this year, reported that even today “al- 
most all non-executive directors are white, 
male and in their 50s”. It is no surprise that 
people like to choose people like themselves. 
In addition, Mr Bennis claims that the 
vast majority of successful company leaders 
have remained happily married to the same 
woman all their lives—although this is far 
from being without exception. There is along 
list of colourful bounders and playboys who 
have both run and built great companies. 
Henry Ford u, the man who revitalised 
the family-car business after the second 
world war, ensured that his management 
methods did not get in the way of his jet-set- 
x ting lifestyle. And Charles Edward Merrill, 
founder of Merrill Lynch, was a notorious 
philanderer known to his friends as “Good 
Time Charlie”. He was so busy having a good 
time that he did not start the firm that bears 
his name until he was 54, by which time he 
was on to his third marriage. 
However, boards which look for the 
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umpteen necessaty and sufficient qualities 
of great leaders are largely wasting their time. 
In its report on “Developing Leadership for 
the zist Century”, the recruitment consul- 
tants Korn/Ferry rightly wrote: “Business in 
much of the developed world still pays too 
much attention to the search for charismatic 
leadership, rather than engaging in the more 
difficult but less chancy task of permitting 
and developing leadership throughout its 
organisations.” Dana Kaminstein, who 
works on the Wharton School’s leadership 
programme, says that the majority of what is 
written about leadership “falls into the trap 
of romanticising the individual”. 

The one person blamed more than any 
other for this is Lee lacocca, the self-promot- 
ing head of Chrysler in the 1980s who pub- 
lished a blockbusting 
biography called, quite 
simply, “Iacocca”. In 
practice, Mr lacocca’s re- 
cord at Chrysler was, at 
best, mixed, and nothing 











like as beneficial to shareholders as that of a 
soft-spoken successor, Bob Eaton, who 
adroitly sold the company to Daimler-Benz 
just before the American car maker hit a 
rocky patch. 

The truth is that there are many people 
within every corporation who are capable of 
leading it if they are given the right experi- 
ence and encouraged to develop certain tal- 
ents. Anumber of great companies recognise 
this and either ask business schools like 
Wharton or Harvard to run special pro- 
grammes to help them develop leaders inter- 
nally, or they do it themselves. Aegon, for ex- 
ample, runs such programmes via its own 
semi-virtual Aegon University, while ce has 
a much-admired “experienced leadership 
programme” which includes opportunities 
for participants to discuss real live issues 
with the chairman and board members. 


There is a danger for such companies 
that they end up preparing people to run 
other companies. Ge is a notoriously rich 
source of American ceos. And Nabisco 
Holdings, a big food company, must be get- 
ting something right too. This week it pro- 
vided its third head of a major corporation 
in as many months, with the announcement 
of Richard Lenny’s move to Hershey Foods. 
He follows colleagues who have gone to 
head Gillette and Campbell Soup. 

Itis not easy, however, to design effective 
leadership programmes. How much time 
should participants spend in the classroom 
and how much out there “leading”—be it up 
arock face or ina virtual business? The value 
of real experience is well demonstrated by 
the way in which some of the top consulting 
firms have become a rich source of ceos. It is 

almost as if the experience that consul- 
tants gain from hand- 
holding clients through 
hard times constitutes 
the ideal leadership 
programme. 

This is ironic, since top 

consulting firms themselves 

tend not to have a leader in the 
accepted sense, even though 
they count among the most 
successful commercial orga- 
nisations of recent years. Ac- 
centure and McKinsey, for in- 
stance, are partnerships which 
choose one partner to become, 
essentially, primus inter pares. 
Mr Collins suggests that McKinsey 
did have the sort of leader that he 
claims is essential to turn a good 

company into a great one. Marvin 

Bower, the legendary nonage- 

narian and éminence grise of 
“The Firm”, is so unassuming that 
he did not even get rid of the irrele- 
vant Mr McKinsey’s name and try 
to replace it with his own. 

Undoubtedly, some of the skills of lead- 
ership can only be learnt on the job. Many 
ceos report, with hindsight, that it took 
them about 18 months before they felt they 
had “mastered” their role at the top. But 
many of the issues that they face are the 
same (only larger) than those faced by the 
leader of any small division within their 
organisation. Today's “empowered” junior 
managers are far better prepared to become 
leaders than were their predecessors. 

But boards have to be persuaded to sup- 
port their gradual (and often expensive) pro- 
cess of development. The reward comes 
when they have tochoose a new ceo, a time 
that for most of them is not far off. By then 
they will have a pool of talent to choose 
from, and their final choice can be deter- 
mined largely by the circumstances of the 
corporation at the time. That’s far better than 
rushing off ona search for Elizabeth in drag. 
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Swire Pacific — 


“Improved performance in most 
areas of the group was offset by 
property write-downs in Hong Kong. 
Longer-term prospects for core 
businesses remain good.” 


James Hughes-Hallett 
Chairman, Swire Pacific Limited 
Hong Kone? 9th March 2001 








HIGHLIGHTS o | 

2000 1999 Change 
Profit attributable to shareholders US$499M_US$569M_ -42.3% 
Investment property portfolio = US$9,231M_ US$7,685M_ +20.1% 
Net assets per share l usse.28 | US$5.66 411.0% 
Earnings per share a US¢32.4. : US#36.6 12.3% 
Dividends per share US¢14.36  US¢14.10 +41.8% 





Notes: 

1. Amounts per share refer to A shares. Entitlements of ’B’ shareholders are in proportion toto 5 compared | 
with those of A shareholders. : 

2. All the above figures have been translated from Hong Kong dollars into United. States collars at an exchange rate 
of US$1 = HK$780. 

3. Dividends are declared in Hong Kong dollars: 


Website: http://www. swirepacific.com 
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The challenge from up north 





BANGKOK 


The tiger cubs of South-East Asia fear China’s growing economic power. They 
should make the best of their neighbour’s rise 


LL news seems to be bad news for South- 
East Asia’s economies just now. Their 
growth rates are falling sharply, to between 
2.5% and 5% this year, on current forecasts. 
Their financial systerns, laid low in the crisis 
of 1997-98, are still fragile. The region’s econ- 
omies recovered from that calamity by ex- 
porting their way out of trouble. Now, one of 
their biggest export markets, the United 
States, looks unwell. Another, Japan, is in a 
persistent vegetative state. China, on the 
other hand, is not a market but a ferocious ri- 
valin the export business—and it gets might- 
ier all the time. Could things be any worse? 

History offers some reassurance. As each 
new Asian economy has opened up and ex- 

«panded over the past few decades, it hasin- 
creased trade with its neighbours and given 
everyone a boost. By the same token, China’s 
rise ought. to be good news. It is, after all, a 
vast potential market for South-East Asian 
goods, and it might even become the engine 
of regional growth. From this perspective, 
China’s expected entry into the World Trade 
Organisation would be a shot in the arm for 
the region. 

Still, a great shift in regional flows of cap- 
ital is now under way, and it highlights just 
how much of a challenge China poses to 
South-East Asia. Not counting rich Japan, 
China gets nearly four-fifths of all foreign di- 

Y rect investment (rni) into the region, whilst 
South-East Asia’s pipsqueaks scramble for a 
share of the rest. That is roughly the reverse 
ofroi trends in the mid-1990s. This swing not 
only hampers South-East Asia’s recovery: It 
also deprives its economies of much-needed 
technology and outside skills. As the chart 
shows, the shift is expected to last. 

South-East Asia’s economies face direct 

competition from a growing range of cheap, 
well-made Chinese exports, such as labour- 
intensive textiles (watch out, Vietnam and 

+ Indonesia) and higher-value electronics (a 
challenge to Thailand and Malaysia). Adding 

to South-East Asia’s worries, as well, is the 
suspicion that the region once attracted lots 
of investment precisely because much of 
China’s economy was closed. If China 
opens wide, who needs the tiddlers? 

Friedrich Wu, head of research 
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at pss Bank in Singapore, argues that South- 
East Asia squandered its “golden decade”, 
which began in the mid-1980s, by failing to 
invest in better skills and sturdier capital 
markets. Every investor, businessman and 
columnist in Asia has his list of things that 
the region should have done sooner. Since it 
patently failed to do any of them, the impli- 
cation seems to be that South-East Asia is 
headed for the scrap-heap. 


Don’tcapitulate, imitate 

The best way torespond would be for South- 
East Asian governments to do better on sev- 
eral fronts. China’s ascendance highlights 
three areas of reforms. Action on these fronts 
was a good idea all along, and is now urgent. 
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The first is far greater emphasis on clean 
governance, transparency and legal predict- 
ability. During the region’s boom years, 
many foreign firms were happy to invest 
heavily in business and political connec- 
tions (and put up with astounding abuse in 
the process) when they thought the econo- 
mies they were betting on seemed sure win- 
ners. Now, though China carries political 
risks arguably as big as in South-East Asia, 
investors have had a dramatic change of 
opinion about the respective potential re- 
wards. This is prompted, presumably, by the 
greater potential scale of the Chinese market. 
To redress the balance, South-East Asia 
needs to be seen to be very much cleaner. 

Second, the region must resume its ear- 
lier efforts to lower trade barriers. This would 
bring all sorts of benefits, but the contrast 
with China highlights one that even protec- 
tionists ought to understand: size. The ten 
members of the Association of South-East 
Asian Nations (ASEAN) have long talked of a 
vastly expanded marketplace. With its natu~ 
ral resources, a wide range of industries, an 
emerging-economy cost base, and 500m 
workers and consumers, the long-promised 
ASEAN Free Trade Area (or arta) could offer 
a similar, albeit smaller, version of the single, 
unified economy that China is becoming, 
even if basket cases such as Myanmar re- 
mained to spoil the picture. 

Retailers and consumer-goods compa- 
nies would be keener toexpand across an in- 
tegrated market. Supply chains would also 
be easier to manage. A big pharmaceutical 
company could base itself in Singapore, for 
example, to produce bulk chemicals there, 
send them for processing near Indonesia’s 
port of Surabaya, and then sell the finished 


. drugs in Thailand. Scale would help in 


everything from trading cars to farm 

goods. The region’s govem- 
ments get excited about inte- 
grated rail networks and 
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a 
Soaring Saigon 


CET XCUSE me, do you speak French? I 

am a student.” And so the sales pitch 
begins. After taking a moment to confer 
with a friend, the “student” returns to re- 
veal a concern with more worldly matters. 
“J invest in stocks,” he announces. “I want 
to trade large capital, but I only have small 
capital. I can help you invest.” 

The student apparently has cracked 
capitalism. To drum up clients, he prowls 
the lounge at one of Ho Chi Minh City’s six 
big stockbroking firms, just after Vietnam’s 
official stockmarket index has closed. The 
index has been one of the world’s best per- 
formers over the past eight months, rising 
160% since it opened in July 2000.On most 
days, however, only a few lucky investors 
are able to buy the listed shares, and others 
are left hungry for alternatives. 

That is good news for the student, a 
would-be dealer in unlisted, over-the- 
counter shares. And it is great news for 
Vietnam’s communist government. The 
ruling party has learned a capitalist trick or 
two itself. One is: always leave them want- 
ing more. 

Vietnam has imposed several rules 
that, along with decades of communism it- 
self, have helped generate an insatiable de- 
mand for shares. First, it started off with 
low share prices for the companies listed 
on the exchange (initially there were just 
two firms, but now there are five, all state- 
owned, plus a bond issued by astate bank). 
Second, it imposes a strict limit on daily 





price movements, which may not exceed 
2% in either direction. Even though the 
market usually hits the upper limit, this 
has kept prices from taking off too quickly. 
The market’s trading hours also slow things 
down a bit. It is open three days a week, for 
an hour each session. 

The result of all this is that few inves- 
tors cash in their profits by selling. And 
with so few sellers, those who show up to 
buy shares are mostly disappointed. Since 
orders may be placed only in person, and 
since unexecuted orders expire at the end 
of the session, you might expect this to 
create amad dash to the counter on trading 


days. Most of the brokers, however, have 
devised a way to avoid this. 

Before each trading session opens, cli- 
ents draw numbers from a hat, to deter- 
mine the order in which their trades will be 
executed (with an upper limit of 10,000 
shares a trade). After placing their orders, 
the hopefuls then sit patiently in the 
lounge, quietly discussing the movements 
on the electronic board, and occasionally 
drawing charts for each other on graph pa- 
per. A pleasant hour later, the exchange lets 
the broker know whose orders have been 
executed, and an employee calls out the 
lucky numbers to the group. Most 
would-be punters file out slowly. A few 
stay tocollect their winnings. 

That, for now, is capitalism with Viet- 
namese characteristics. 








Oh happy hours 











other fun projects. These will count for little 
if they crash into trade barriers. 

The only sensible objection to AFTA is 
that it might shut out trade with other coun- 
tries, China amongst them. That is a real is- 
sue, and would need to be addressed. Sadly, 
AFTA is on the ropes for the opposite reason: 
South-East Asia’s governments are not em- 
bracing regional free trade, but backing away 
from it. Most to blame is Mahathir Moha- 
mad, Malaysia’s prime minister. Among 
other things, he is keen to protect a pet pro- 
ject, Proton, the national car company. Just 
across the water, Singapore’s free-traders 
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have watched back-tracking with alarm. 
Their response has been to open bilateral 
talks with countries outside ASEAN, includ- 
ing America, Japan and Australia, in the 
hope that this will create momentum for 
wider talks about free trade. It might, on the 
other hand, threaten to dissipate what little 
enthusiasm already exists. 

China’s growth also highlights the need 
to upgrade South-East Asia’s domestic capi- 
tal markets—the third main area for reform. 
Again, size is one factor, since individual 
bourses are no match for the deeper pools of 
liquidity available to China. Better regula- 
tion and financial reporting would also help 
investment capital to find the best opportu- 
nities, boosting productivity growth. 

So far, governments have portrayed any 
such suggestions as foreign efforts to exploit 
local weakness. They are tempted to fall 
back on the region’s saving rates, which are 
famously high. But a change is under way. 
The Malaysian government is now forcing 
firms to consolidate in banking, broking and 
insurance. Although that is partly to 
strengthen them against foreign competi- 


tors, efforts to make better use of local capital 
are also in train. Last month the government 
announced a series of rules to overhaul 
stockmarket practices. Thailand, too, has 
been promoting the use of mutual funds for 
both bonds and equities. 

Most onlookers still hold little faith that 
South-East Asia’s capital markets will see 
swift reforms. Governments are evading a 
crucial question. If they really wish to ener- 
gise domestic savers, then they will have to 
take the very steps that foreign investors 
have long called for. How keen will Thai mu- 
tual funds be to invest in bank shares if the 
banks themselves distrust the legal system 
too much to lend? How much will Malay- 
sian investors pay for a minority stake in a 
tycoon’s subsidiary, if they have little idea 
what his companies are up to? Although do- 
mestic investors are a little more captive, the 
answers are not much different from the 
ones that foreigners have been giving. The 
sooner South-East Asia’s governments real- 
ise this, the sooner they can respond to that 
sucking sound up north. 
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Japan’s financial markets 


Crunch time 


TOKYO 


CC PERHAPS my views are extreme, but I 

think this is a good time to buy.” That 
was the advice of Hakuo Yanagisawa, Ja- 
pan’s financial-affairs minister, on March 
13th, after the benchmark Nikkei 225 index 
plunged to its lowest close for 16 years. Few 
investors agreed—until, that is, the govern- 
ment came up with a sweetener two days 
later.On March 15th, Kiichi Miyazawa, the fi- 


nance minister, proposed setting up a priv- 


ate fund to buy stocks, into which public 
money will be injected if it makes any losses. 
It is unclear whether the scheme, which has 
already been shot down once this year, will 

~ really be implemented. There is, after all, tur- 
moil within the Liberal Democratic Party 
(Lpr), which heads the ruling coalition. 
Nonetheless, the proposal helped lift the 
markets, at least temporarily. After the an- 
nouncement, the Nikkei closed up at 12,153. 
The Topix, a broader index, was also up, 
though still near a two-year low. 

If the respite is short, it spells trouble for 
Japan’s banks. Their huge stock portfolios 
used to be full of unrealised gains to offset 
losses from disposals of bad loans. Now 
their portfolios are turning into large liabil- 

ities. This could push them into the red when 
they close their books at the end of the 
month. Banks must mark down any shares 
that fall more than 50% below the price at 
which they were bought or last revalued. At 
current prices, according to Hironari Nozaki, 
of aBn Amro bank, this will result in more 
than ¥1.2 trillion ($10 billion) of extra losses 


for the 16 biggest banks. Worse, he says that if 





That sinking feeling 
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the Topix falls to 1,100 (from its current 1,184), 
the losses could all but wipe out ¥1.8 trillion 
of profits that are expected for this year. The 
banks are starting to feel the heat: Fitch 1BCA, 
a ratings agency, said on March 14th that it 
was considering downgrading the ratings of 
19 Japanese banks. The following day, Sanwa 
Bank and Tokai Bank warned that they ex- 
pect to make a combined ¥220 billion in 
losses this year. 

In order to offset these losses, banks are 
trying to take profits by selling their better- 
performing stocks. That is helping push 
share prices even lower. Not surprisingly, it 
alarms the ruling party. Most of the LDP’s 
emergency measures to counter falling 
shares, including its latest, have been cob- 
bled together by the prime minister, Yoshiro 
Mori, and his cronies. The question is 
whether they will even be implemented, for 
Mr Mori’s days look numbered. 

A different approach, set out by reform- 
ers such as Mr Yanagisawa, appeared to 
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cheer the markets last month, at least for a 
while. He wants to clean up Japan’s debt- 
ridden financial system, by making banks 
speed up their write-offs of bad loans. But he 
has yet to spell out the nitty-gritty of his 
scheme. Doing as he suggests will not be 
easy. He will have to skirt, or dismantle, sev- 
eral regulatory barriers for parts of his 
scheme to work. And he will also have to ex- 
plain how the banks are meant to fund the 
clean-up. Assuming he manages to do all 
this, he will then have to oversee a messy, 
even shocking, process that will entail job 
losses and lots of bankruptcies. 

One of the lost jobs could be his own. Mr 
Mori’s successor, whoever he is, will have to 
form a new cabinet, most likely next month. 
The new prime minister may face pressure to 
be cautious—if that term can any longer be 
applied in Japan to doing nothing—and re- 
place Mr Yanigasawa with someone less 
bent on reform. There is no telling how far 
the markets might then fall. 





America’s stockmarkets 


The bear essentials 


NEW YORK 


66 JF YOU come face to face with a bear, 

don’t play dead too soon. Screw up 
your courage and stand your ground.” Wall 
Street’s investment gurus must have been 
reading “The Great Life: A Man’s Guide to 
Sports, Skills, Fitness and Serious Fun”, to 
judge by their calmness in the face of a 
charging bear. 

Respect for staying cool under pressure 
goes in particular to Abby Joseph Cohen of 
Goldman Sachs. Last week she raised her 
recommended allocation for American 
shares from 65% of a suggested portfolio to 
70%. She also forecast that by the end of this 
year the Dow Jones Industrial Average 
would be at around 13,000, and the sap 500 at 
1,650. She may be right, of course. But on 
March 14th, the sap 500 closed at 1,167, down 
24% from its peak a year ago, and the Dow 
dropped below 10,000 again, down 15% from 
its record high of 11,723. The volatile Nasdaq, 
which Ms Cohen wisely declines to forecast, 
dropped below 2,000, and is more than 60% 
down from its high a year ago. Taking their 
lead from America, average share prices 
worldwide are now down by one-fifth or 
more from their peaks. This bear appears to 
mean business. 

The bull market lasted so long that many 
of today’s investors (Japan excepted) have 
noclear recollection of what a bear market is 
like. Nobody knows what to expect. 

Some stockmarket analysts, including 
several who have been bearish until quite 
recently, now forecast that share prices will 
rally. That, after all, is what share prices have 
done in the past whenever a 20% stock-price 


correction has met a sharp cut in interest 
rates at a time of low inflation. The futures 
markets anticipate a further cut in interest 
rates of at least half a point when the Fed 
meets on March 2oth, on top of the one- 
point cut already seen this year. 

The bulls also point to the so-called “Fed 
model”, which describes the relationship 
between (a) long-term bond yields and (b) 
the ratio of the price of shares in the sap 500 
to next year’s forecast profits. A year ago, the 
relationship suggested that shares were 
overpriced by 70%; today, they are priced 
about right. Moreover, the recent plunges in 
the indexes have been concentrated almost 
entirely in technology shares. In the sap 500, 
technology shares are down by around 60% 
in the past year, whilst telecoms shares are 
down by two-fifths. Yet nine of the other ten 
industry sectors in the index have actually 
risen during this period. This cannot be 
called a broadly based panic, however agi- 
tated the television talking heads appear. 

However, to judge by the price-earnings 
(p/e) ratio—the share price divided by the 
most recently reported 12 months of pro- 
fits—the stockmarket still has much further 
to fall before it touches valuations compara- 
ble to those of previous bear markets. The 
sap 500 had a p/e of less than 10 at its 1974 
trough, anda p/e of 12 after the 1987 crash; it is 
now around 25, albeit down from a high of 
35. As for technology shares, after touching a 
high of 165 a year ago, their average p/e (ad- 
justed by the Leuthold Group, a research 
firm, to take account of numerous Nasdaq 
firms with no profits) is down to 30, roughly 
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the median since 1960. On the other hand, 
the reduction in profit forecasts is outpacing 
even the fall in share prices. That is causing 
the forward-looking average p/e on the Nas- 
daq (based on estimated earnings over the 
next 12 months, rather than the past year) to 
soar. 

Robert Shiller, whose book “Irrational 


Exuberance” was published last year just as 
the market peaked, points out that there are 
few historical precedents for the current 
downturn in the stockmarket, simply be- 
cause the length of the bull run itself was so 
unusual. These precedents, such as they are, 
give few grounds for optimism, he says. He 
believes that a bear market could last for 
years—even if rallies provide excitement 
from time to time on the long journey down. 

More than a decade after they peaked, 
Japanese shares are still testing new depths. 
In America, after the great crash of 1929, 
prices did not eventually bottom until 1932. 
Less famously, between 1968 and 1982, 
America endured a bear market in which the 
Dow fell by three-quarters in real terms. 

One final piece of advice from “The 
Great Life” may be worth considering, in 
case things get worse in the months ahead. 
“If a grizzly gets you, hit the dirt. Lie flat on 
your belly with your hands and arms 
gripped over your head. Try not to thrash 
and scream. Lie still and stay that way even 
after the bear has started to leave.” 








European economies 


France 1 Germany O 


The biggest economies in the euro area are diverging—and it is France that is 


outpacing Germany 


NLY one of the world’s main central 

banks has chosen not to cut interest 
rates this year: the European Central Bank. 
At its meeting on March 15th, it left interest 
rates unchanged again, at 4°4%. That may be 
the right policy for the euro area as a whole, 
but it is too high for at least one struggling 
member-economy—Germany. 

Before the euro was launched, econo- 
mists agonised about whether a single 
monetary policy would be appropriate for 
all economies at all times. Specifically, some 
feared that a common interest rate for the 
whole euro area might be too high for slow- 
ing economies with rising unemployment, 
and that it might push such countries deeper 
into recession. Back then, France had one of 
the highest unemployment rates in Europe, 
along with particularly rigid markets for 
goods and labour: it was seen as a likely vic- 
tim of the new regime. In Germany, by con- 
trast, the concern was rather different: that, 
precisely because of such “asymmetries”, 
the ecs would be laxer in its monetary pol- 
icy than the old Bundesbank, and would 
keep interest rates too low. 

Things have not worked out quite as ei- 
ther side supposed. It is Germany, not 
France, that finds itself wanting easier 
money than the others. Whereas France’s 
economy has been a star performer over the 
past few years, Germany’s has trailed be- 
hind. Since the beginning of 1997 Germany’s 
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cpp has increased at an average annual rate 
of 2.1%, France’s at 3.2%. And Germany’s 
economy now seems to be sputtering. In the 
fourth quarter of last year, its Gop growth 
slumped to an annual rate of only 0.8%, 
while France’s surged at a rate of 3.9%. Note 
that Germany not France is the odd man out: 
taken as a whole, the euro area excluding 
Germany also grew at an annual rate of 
about 4% in the fourth quarter. 

Germany’s economy seems to have re- 
mained sluggish into this year. New orders 
have slumped and unemployment rose in 
February for the second consecutive month. 
For the first time in almost half a century, 
Germany has a higher jobless rate (9.3%) 
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than France (9.0%). The German government 
is still forecasting growth of 234% for this year, 
but independent forecasters are slashing 
their numbers. J.P. Morgan Chase expects 
Germany to grow by only 1.8%, making it one 
of Europe’s slowest-growing economies. 

German manufacturers are slightly 
more exposed to America’s slumping market 
than their French counterparts, through for- 
eign direct investment in America as well as 
exports. However, Thomas Mayer, an econo- 
mist at Goldman Sachs, argues that most of 
the blame for the divergence lies with do- 
mestic demand. Consumer spending, he ar- 
gues, has been weaker in Germany than in 
France, because its less buoyant job market 
has curbed real incomes. Over the past four 
years, employment has increased twice as 
fast in France as in Germany. 

Mr Meyer believes that France’s growth 
has been faster than Germany’s because it 
has done more to reform its labour market. 
In recent years, the government has relaxed 
regulations on part-time work, fixed-term 
contracts and temporary-work agencies. It 
has reduced social-security contributions 
for low-paid workers and eliminated con- 
tributions for home helps. New tighter rules 
for claiming unemployment benefits should 
also encourage more of the unemployed to 
find work. Contrary to widespread fears, the 
35-hour week does not seem to have de- 
stroyed jobs: if anything, it seems to have in- 
creased flexibility in working-hours. (It may 
cause more problems when it is extended to 
smaller firms next year.) 

France still has far to go in deregulating 
its labour market, but it is moving in the right 
direction. Since taking office in 1998, Chan- 
cellor Gerhard Schréder’s government has 
also pushed through some important struc- 
tural reforms, such as reducing business 
taxes. However, labour-market flexibility 
has, if anything, been reduced by measures 
designed to placate the trade unions. In a 
draft report leaked last week, the orcp 
sharply criticised Germany for failing to de- 
regulate its labour market. 

Mr Schröders government has re- 
scinded some measures passed by the previ- 
ous government of Helmut Kohl, such as the 
reduction in statutory sick pay and the eas- 
ing of restrictions on firing by small firms. In 
addition, the government has imposed new 
social-security contributions on low-wage 
jobs, and tightened restrictions on the self- 
employed, part-time work and fixed-term 


THE ECONOMIST MARCH 17TH 2001 





x 


#1 


| Best Treasury in Asia 


| Euromoney 


Best Corporate: Risk 
Management House 


Best International Bank in 
Domestic Bond Markets 


| Best Quasi-Sovereign Issue 
| Best Asian Currency Bond Deal 


#1 
| Best Bank in Project Finance 


| Telecommunications Deal 
| of the Year 


l Power Sector Deal of the Year 


| Best Bank at Currency Sales 
| and Trading 








| 

| | 
| interest Rate Derivatives House | 
| ofthe Year | 
| Currency Derivatives House 
| of the Year 

| Overall Top House in 

| Corporate Rankings 

| 
| 





| Asia Risk 
if 


#1 


Equity-linked Deal of the Year 
Loan of the Year 





Asiamoney 


fa 


| Best Energy Finance in Asia 
l 
| 


| 
i 
| 
| 
| 
f 
| 
i 


| 
| 
| 
| 
j 
1 
| 
H 
| 

| Petralaum Economist 

L a 


www.asiapacific.markets.hsbc,com 


HSBC > 


ta 

| #1 
| Best Foreign Exchange House 
| Overall Deal of the Year 

| Best Syndicated Loan Deal 
Best Local Currency Bond Deal 


|. Best Investment Grade 
| Bond Deal 


| Finance Asia 
aa aera emer a erento eee | 


Foreign Exchange Bank 

of the Year 

Local Bond Market House 
ofthe Year — 

‘Overall Deal of the Year 

Project Finance Deal of the Year 





#1 


Syndicated Loan of the Year 


| 
| 
| 
| 
{ 
| 
| 
| 
| 
H 
| 
| 
| 
| 
| 


| Comorate Finance 


| OE POE e teen AE 





YOUR WORLD OF FINANCIAL SERVICES 


isued by The Hongkong and Shanghai Banking Corporation Limited 














If your company isn’t connected to this Asian city, you might not really be doing business on a global scale. NT 
Communications can change that. As Japan's leading telecommunications company, NTT Communications can provide you 
business with everything it needs to stay ahead of the competition, including our one-stop network solutions service: Arcstar 
Currently serving 25 major cities around the world and available in 53 countries, Arcstar can develop the network solutior 
that’s right for you. And with special focus on IP (Internet Protocol), Arcstar offers top quality, high-speed and secure acces4 
to the Internet. So when it comes to connecting to Singapore, or anywhere else in the world, connect with NTT Communications 


Your Trusted Partner In Network Solutions. 


MTT Communications 


www.ntt.com/world 


Tokyo! Osaka’ Seoul Beijing Shanghai Taipei Hong Kong Hanoi Bangkok Manila Kuala Lumpur Singapore Jakarta Sydney London 
Brussels’ Paris Gefeva Düsseldorf Frankfurt Milan New York Washington D.C. Virginia San Francisco Los Angeles Rio de Janeiro Sao Paulo 


For further information, contact: NTT Communications Corporation, NTT Hibiya Bldg 1-1-6 Uchisaiwai-cho, Chiyoda-ku, Tokyo 100-8019, Japan 









contracts. Businessmen are particularly up- 
set by the decision to extend the system of 
workers’ co-determination in the manage- 
ment of companies. 

In the long term, the solution to Ger- 
many’s slow rate of job creation lies with la- 
bour-market reform. In the short-term, if the 
economy remains sluggish and unemploy- 
ment rises, discontent about the whole euro 
project may rise. 

How much lower would the interest rate 
be, if it were set to suit Germany alone? One 
way to answer this is to consult the Taylor 
rule, devised by John Taylor of Stanford Uni- 
versity. It calculates the appropriate interest 
rate by weighing the difference between ac- 


Banking for the well-off 


tual inflation and the central bank’s target 
for inflation (the euro-zone target range is 
0-2%) alongside the “output gap” (the differ- 
ence between actual and trend output). 
Plugging in the numbers, using “core” infla- 
tion, which excludes the prices of food and 
energy, and taking our own estimates of the 
output gap, you find that interest rates in 
Germany should be half a point lower than 
in the euro area as a whole. 

Not much ofa difference as yet, you may 
say~-but the longer Germany’s economy 
grows more slowly than the rest, the bigger 
the difference will become. How long before 
the Germans start yearning for a central 
bank of their own? 


Mad for the mass affluent 


N 1999 the new craze for bankers was 

stand-alone Internet banks. Now the fash- 
ion in Europe is to chase a group of people 
known to the trade as the “mass affluent” 
that is, the moderately rich, of whom there 
are plenty these days. Merrill Lynch and 
HsBc began the fad in April last year when 
they announced a new joint venture aimed 
at such people. The latest to join in are Lloyds 
tsp and Goldman Sachs, with their new joint 
product, “Create”. 

To qualify as a member, most agree, a 
person needs between €50,000 ($45,600) 
and €500,000 of investible assets. Those 
with less are judged to be “mass market”; 
those with more are “core affluent”, while 
the filthy rich are “high net worth”. Across 
Europe, according to Commerzbank, there 
are something like 24m mass-affluent peo- 
ple, with about €6 trillion to invest. These 
people, though more numerous than before, 
are not a new group, of course—but until 
now most of them have kept their money 
safely in savings accounts at ordinary retail 
banks. Private banks and investment banks 
" ignored them, preferring to cater only for the 
very rich. 

A wide variety of firms have now de- 
cided that the mass affluent are worth the 
pursuit. Private banks such as Credit Suisse 
reckon they can go downmarket, because 
the Internet makes distribution cheaper. 
Online brokers such as Charles Schwab, on 
the other hand, are homing in on the mass 
affluent as part of a plan to move upmarket 
and away from simple share trading. Ordin- 
ary retail banks like Lloyds tsp hope that 
. mass-affluent customers will be more prof- 
itable than the mass-average, since the 
banks can cross-sell products to them. Now, 
European retail banks and insurance com- 
panies fear that their best customers might 
defect to new rivals unless they do some- 
thing to keep them. They are starting to fight 
back. 
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Who are all these masses, Parker? 


It is too early to predict who will win big 
shares of this new market. Will the newcom- 
ers succeed in luring customers away, or will 
the old guard rally round and hang on to 
them? Many of the new products are still be- 
ing tested and refined. So far, though, it is not 
the giants of European finance that are mak- 
ing the most headway, but a handful of 
small, specialist companies. Last year, two 
local investment-adviser networks, Bipop- 
Carire and Banca Fideuram, accounted for 
42% of new money going into Italian mutual 
funds. The heaviest loser was Banca Intesa, 
Italy’s largest bank. The key to the success of 
Bipop-Carire and Banca Fideuram appears 
to be an emphasis on face-to-face advice. 

In time, though, smaller companies may 
falter against big institutions with global 
brands and pan-European ambitions and 
capabilities. The alliance of Merrill Lynch 
and Hssc is the competitor that financial 
companies in Europe fear the most, accord- 


ing toCommerzbank. Merrill Lynch offers its 
equity-investing knowledge and HsBc its 
presence in global retail banking. Their pro- 
duct consists of an online broking account 
through which customers can, among other 
things, trade domestic and international 
shares, make use of online banking facilities 
and read Merrill Lynch’s global investment 
research. As yet, face-to-face advice is not on 
offer, which probably means that only a slice 
of the mass affluent--the “self-directed”— 
will use it for buying shares and mutual 
funds. At some point, they admit, that may 
need tochange. 

Whether to offer face-to-face advice is, 
in fact, a fiercely debated issue among finan- 
cial institutions that target the mass affluent. 
Most of the online brokers do not give any. 
Some of the mass affluent are happy to do 
their own research online, and do not want 
“expert” help. But McKinsey, a consultancy, 
thinks that most will want some advice be- 
fore making their investmentdecisions.Such 
advice is expensive to provide. In both 
France and Germany, reckons McKinsey, the 
expense of financial advisers means that it 
currently costs more to advise the typical 
mass-affluent customer than his invest- 
ments give back in fees. Financial institu- 
tions risk being caught between two unat- 
tractive choices: offering advice and 
reducing their margins, or offering no advice 
and winning fewer customers. 

“ommon to all hopeful theories about 
the mass affluent is the belief that they want 
to take their money out of low-yielding cur- 
rent accounts and put it into shares and mu- 
tual funds. Bankers are happily comparing 
the amount of cash that people hold in 
America—only 13% of their total wealth, ac- 
cording to Morgan Stanley—to countries in 
Europe, where, for instance, Germans keep 
33% of their wealth in cash. Europe, bankers 
believe, will become more like the United 
States in this respect. But Americans enjoyed 
a rising stockmarket for years. Many own 
shares because they are paid partly in stock 
options. Europeans may never want to hold 
as much equity, especially if stockmarkets 
continue to fall as in recent months. 

Some large institutions have decided 
that the mass affluent are not worth the ef- 
fort. uss discarded its services for the mass- 
affluent in October last year after it bought 
Paine Webber, an American broker. The peo- 
ple at PaineWebber, experienced in the 
American market, advised Ups that Europe’s 
mass affluent were unlikely to yield worth- 
while profits. The number of competitors 
crowding in, they said, would lead to falling 
prices and narrow margins. UBs now says 
that it will pursue the core affluent instead. 
Late last month Bank Vontobel, another 
Swiss private bank, abandoned its plans to 
offer an online bank aimed at the mass afflu- 
ent, citing costs. and the time required to 
make profits. 
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Britain’s Prudential 
Pond-leaping 


HE legendary “Man from the Pru” has 

astonished Wall Street by ditching his 
English trenchcoat and trilby for the helmet 
and shoulder-pads of the Houston Oilers. It 
could be essential to his long-term survival. 

Prudential, Britain’s second-biggest life 
insurer, and American General Corporation 
(AGc), headquartered in Houston, have a job 
explaining their $20 billion-plus merger 
plans to a sceptical market. It is the biggest 
foreign acquisition of an American financial 
firm. The merged company, under the Pru- 
dential banner, would become the world’s 
sixth-biggest insurer. Prudential’s share 
price fell by one-sixth on March 12th, when 
the deal was announced, though it rose a lit- 
tle when executives started their charm of- 
fensive. The price looked expensive, at a 30% 
premium to acc’s share price. The premium 
shrank as Prudential’s shares fell. 

The Pru argues that, by buying a Texan 
seller of annuities, life insurance and con- 
sumer loans, it gains long-term growth in a 
market where size increasingly counts. And, 
says Prudential, the healthy cashflow of the 
merged group will do much to support the 
group’s budding interests in Asia. 


In buying a life insurer, the Pru took the 
market by surprise. Last year it listed on the 
New York Stock Exchange, so another acqui- 
sition in America—it bought Jackson Na- 
tional Life in 1986—was on the cards. Other 
European insurers have been busy hunters 
in America, but for asset-management com- 
panies. Prudential was thought to be doing 
the same. In January it was said to be a bid- 
der for Liberty Financial, a company with 
$77 billion under management. 

The trouble with asset managers, says a 
former executive at Prudential, is that “you 
pay $9 billion for goodwill, and the manag- 
ers go fishing.” AGc’s core business cannot 
slope off that easily. Its real value, says Pru- 
dential’s finance director, Philip Broadley, 
lies in its distribution. Another attraction is 
AGc’s cashflow, which should provide $1 
billion a year in profits to invest in Pruden- 
tial’s Asian businesses. Prudential has oper- 
ations throughout Asia, and even China. 
Last month it bought Orico Life in Japan, for 
$194m. What’s more, says Robert Gillespie of 
uss Warburg, which is advising Prudential 
on the merger, acc’s American insurance 
products better suit those Asian economies, 
such as South Korea and Taiwan, that are im- 
bued with American culture. 

People close to the British firm empha- 
sise that the plan has not been cut to suit 
oversized personalities. Prudential’s chief 
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Cash in your chips 


MOSCOW 


T IS the biggest bank in Russia, and one 
of the oddest—which, if you look 
around, is saying a lot. Sberbank, the na- 
tional savings bank, is 61%-owned by the 
same body that regulates it: the central 
bank. That makes it seem safe. Many Rus- 
sians refuse to trust any bank. The others 
tend to put their money with Sberbank. 
Awash with cash, it lends to industrial 
companies that the government wants to 
support. Now it is infuriating minority in- 
vestors with plans for a capital increase in 
the form of new shares. Kim Iskyan, a 
banking expert in Moscow, describes this 
as “expensive, dilutive, and unnecessary.” 
Ostensibly, the new shares are 
needed to meet Russia’s capital-adequacy 
requirements, which say that banks’ equ- 
ity should be no less than a tenth of their 
assets. Sberbank’s equity is 10.7% of its as- 
sets, which meets the requirement and 
seems, on the face of it, adequate. This 
makes the timing of the issue look odd. Itis 
also unclear why the bank chooses this 
way of strengthening its finances. It could 
more sensibly cut its overhead (its manag- 
ers like huge, luxurious buildings), or lend 
more cautiously. 
The shares are being sold remarkably 





cheaply, at just 25% of book value. Who is 
going to buy them? In theory, existing 
shareholders. But many Moscow finan- 
ciers suspect that they will end up with a 
well-connected tycoon, or even with the 
central bank itself. Its governor, Viktor Ge- 
rashchenko, enjoys close personal ties 
with Sberbank and adamantly defends its 
privileged status. 

A group of 15 institutional investors, 
which owns 10% of the bank, is calling an 
emergency shareholders’ meeting to de- 
mand the resignation of top officers, in- 
cluding the president, Andrei Kazmin. 
Given the central bank’s clout, picking a 
fight over Sberbank’s future seems more 
likely to bring good publicity for the fund 
managers involved, rather than actual re- 
sults. Boris Fedorov, a prominent cham- 
pion of better corporate governance in 
Russia’s biggest companies, and one of 
Sberbank’s independent directors, be- 
lieves that the move is mistimed. “Taking 
on Gerashchenko when there is a chance 
toget him by the balls—that I'd love todo,” 
he says. But now is not the time. There is 
little public sympathy in Russia for the 
minority shareholders (many of them for- 
eign) who stand to lose. 
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Howdy, ma’am 





executive, Jonathan Bloomer, who will head 
the merged entity, is no “razzle-dazzle ego- 
maniac”, says Mr Gillespie. Razzle-dazzle or 
not, the quest for size probably makes sense. 
In Britain, margins are being squeezed by 
competition, a government-sponsored 
stakeholder pension scheme, low inflation 
and a fall in expected equity returns. In part 
to address these problems, Prudential 
bought mac, a British retail fund-manage- 
ment firm, in April 1999; but the winners in 
that British market may turn out to be priv- 
ate-banking specialists who can offer cash 
management and fixed-income invest- 
ments as well as equity products. 

One way to achieve size would be to go 
deeper into Europe, which is, after all, the 
Pru’s backyard. The leap into America ap- 
pears to be an admission that continental 
Europe is not a happy ground for life insur- 
ers. Prudential has only distribution agree- 
ments in France and Germany, and a single 
branch in Paris (it sold unsuccessful ventures 
in the Netherlands and Italy). Í 

This may look flat-footed, but it has 
been difficult to do more. The goal of a single 
European market for financial services is far 
from being realised, particularly in retail 
products. No insurer has yet been able to 
build a successful pan-European network. 
The move into America is an example of reg- 
ulatory arbitrage—going where regulation is 
not in a state of flux. (The American opera- 
tion will be re-based in New York.) Still, the 
Pru says it will not turn its back on Europe. It 
says it intends to keep its eye open for an ac- 
quisition in a core European market: France, | 
Spain, Italy or Germany. 

So America beckons. Prudential’s share- 
holders are expected to vote on the deal by 
July. In the meantime, maybe another pred- 
ator, encouraged by the fall in Prudential’s 
share price, will see the Pru itself as a target. 
= 
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Measuring flexibility 


At their summit in Stockholm on March 23rd, European Union heads of 
government will consider member countries’ progress on structural 
economic reform. How is such progress to be measured? 


ICROECONOMIC ___policies—also 

known as structural policies—are 
just as important in influencing overall 
economic performance as macroeco- 
nomic policies, possibly more so. Much of 
America’s superior economic perfor- 
mance over the past decade has surely 
been thanks to its microeconomic advan- 
tages. The trouble is, though it is relatively 
easy to judge the stance of monetary policy 
or the size of a budget deficit, it is much 
trickier to measure policies that make mar- 
kets for goods and labour work better. A 
new report by Lehman Brothers makes a 
useful start in developing a method. 

The bank’s economics team in London 
has built a database that uses no fewer 
than 400 variables (qualitative as well as 
quantitative) for 21 countries, in the hope 
of gauging the importance of structural re- 
forms for economic performance. The in- 
dicators range from educational standards 
and tax rates to shop-opening hours and 
Internet-access charges. Economists tend 
to talk loosely about structural rigidities, 
lumping all sorts of structural policies to- 
gether. Lehman Brothers groups each 
country’s strengths or weaknesses in mi- 
cro-policy into three distinct categories. 

* Policies that increase an economy’s 
long-term potential growth rate, by 
increasing the supply of labour or capital, 
or by increasing the efficiency with which 
labour and capital are used. These would 
include measures of education, spending 
on research and development, and cor- 
porate taxation. 

¢ Policies that affect labour-market 
performance, or to be more precise that 
reduce the non-accelerating-inflation rate 
of unemployment (narru), the lowest rate 
of unemploymentat which inflation is sta- 
ble. If a reduction in income-tax rates or 
unemployment benefits reduces the 
NAIRU, this will temporarily increase the 
potential growth rate, but its main and 
lasting effect is on employment. 

* Policies that increase product-market 
competition and so reduce costs 
throughout the economy. Examples are 
opening up markets to imports or attacking 
monopoly power. 

The indicators included in each of 
these three groups are themselves split into 
four sub-categories. Labour-market poli- 
cies, for instance, are divided into wages 
and costs, flexible working practices, em- 
ployment protection, and taxes and bene- 





fits. Each of these variables is scored on a 
scale of zero (worst) to ten (best). The scores 
are then totted up and the average for the 
four sub-categories yields a total score for 
each of the three policy groups listed 
above. The overall ranking is then a simple 
average of these three. All very crude, no 
doubt—but a feat of data-gathering, and 
the results are interesting. 


On your marks 

As you might suppose, the English-speak- 
ing countries which have undertaken 
comparatively far-reaching micro-reforms 
in recent years—America, Canada, New 
Zealand, Britain and Australia—score 
highest. Japan and the euro area lag well 
behind. More surprisingly, there are some 
arresting differences between the rankings 
in the various categories. For instance, 
America has the best labour- and product- 
market policies, but in policies that affect 
its long-term growth it comes second to— 
can you guess?—Sweden. America is let 
down by its relatively poor educational 
standards:on that, it is ranked only nth out 
of 21. Japan scores quite well on labour- 




















market policies (eighth) but does badly on 
product-market competition (17th). Spain 
ranks ninth on the labour market, but 20th 
on policies that affect growth. 

The report notes significant differences 
amongst European economies. Of the big 
three in the euro area, France, Germany 
and Italy, France scores highest on its over- 
all policies. But several smaller European 
economies, notably Sweden, the Nether- 
lands and Ireland, do even better. The old 
generalisations about “Eurosclerosis” are 
out of date. 

Weaknesses in this research do need to 
be emphasised. It excludes some policy 
changes in Europe, such as tax cuts in 
France and Germany, which only recently 
took effect. These would modestly im- 
prove some countries’ scores. The bank 
plans to update the scores annually. A 
much bigger problem is that all the vari- 
ables are given equal weight—yet some are 
presumably much more important than 
others. For instance, within the indicators 
affecting potential growth rates, e-com- 
merce sales per head have the same weight 
as investment in information technology 
as a share of cpp, or as the percentage of the 
population with tertiary education. That 
makes no sense. Nor is it obvious that la- 
bour-market and product-market policies 
should have identical weights. 

Given all this, it would be wrong to bet 
much on a country’s precise ranking, For 
instance, Germany scores slightly higher 
on labour-market policies than France. 
Most observers, however, would argue 
that France now has a more flexible labour 
market—as suggested by its faster rate of 
growth in jobs in recent years (see page 76). 
The next step in the project is to use the da- 
tabase to understand the effect of different 
types of structural policies. That work 
ought to suggest more appropriate weights. 

Nevertheless, the structural indicators 
probably do give a fair, if broad-brush, pic- 
ture of countries’ policy weaknesses. The 
doctors have long known that the German 
patient, say, looked sickly next to America. 
Now they have more information to guide 
them in considering remedies, 





THE ECONOMIST MARCH 17TH 2001 








te 





SCIENCE AND TECHNOLOGY 





Cloning around 


ROME 


Human cloning is the stuff of fantasy, but a group of maverick scientists wants 


to make it real 


CIENCE fiction has not, on the whole, 

been kind to those at the cutting edge of 
human reproduction. From “The Boys from 
Brazil” to “The 6th Day”, Arnold Schwarze- 
negger’s latest oeuvre, people in the awk- 
ward business of human cloning appear as 
crazed, power-hungry, profit-seeking indi- 
viduals on the fringes of society. 

On March oth, life took a turn towards 
art as a band of controversial scientists gath- 
ered before a mob of journalists in Rome to 
launch a project to produce a human by 
cloning. The protagonists—led by Severino 
Antinori, an Italian infertility specialist, Pa- 
nos Zavos, an American researcher in the 
same area, and Avi Ben Abraham, an Israeli 
biotechnologist—plan to start tinkering with 
cells in the laboratory by the end of this 


© month and to have a human clone alive and 


kicking by 2003. They claim their aim is to 
tackle male infertility by allowing those not 
up to the job of old-fashioned or even test- 
tube fertilisation, to have children who share 
their genes. 

The team’s flamboyant scheme, which is 
long on secrecy but short on substance, has 
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been condemned from all quarters and ona 
variety of counts, Many oppose the whole 
notion of cloning humans as an affront to 
human dignity. Bioethicists are troubled by 
concerns for the clone’s welfare, the viability 
of his or her family and the implications for 
wider society. Lawyers fret about the legality 
of such science, given regulations governing 
human cloning and embryo research in va- 
rious countries. More surprisingly, strong ar- 
guments against the initiative come not Just 
from those opposed to the principle of re- 
productive cloning, but also from research- 
ers at the forefront of the technology. 
Veterans, such as Alan Trounson at Mo- 
nash University in Melbourne, Australia, 
have succeeded in cloning several species of 
mammal. But they are appalled at the pros- 
pect of trying the technique in humans 
when its problems have yet to be worked out 
in experimental animals. Dr Trounson, like 
many leading practitioners, is certain that 
human cloning can and will be done. Some 
of his colleagues, indeed, look forward to 
that day. What worries them is not the end,a 
cloned baby. Rather, they have serious 


doubts about the means, which will involve 
stillbirths and sudden deaths for as long as 
cloning remains a mysterious process. 
Conventional fertilisation, in which 
sperm meets egg, is a complex event that 
brings together two half-sets of genetic ma- 
terial—one from each parent-~to provide the 
resulting individual with a full complement 
of chromosomes. Cloning bypasses this by 
putting the genetic material from a pre-exist- 
ing adult cell (which already carries a full 
complement of chromosomes) into an egg 
that has had its half-set of chromosomes re- 
moved. If all goes well, the egg will then de- 
velop into a normal, healthy individual. 


Baby steps 

Unfortunately, all seldom goes well. Natu- 
rally formed embryonic nuclei have the ad- 
vantage of being new to the world. They are 
therefore adapted to the task of turning on 
the genes necessary for development. The 
nuclei of adult cells, in contrast, have settled 
into a quiet middle age. In them, most of the 
genes for early development have been 
turned off and are difficult to reinvigorate. 
The great leap forward in cloningcame when 
lan Wilmut and his colleagues at the Roslin 
Institute, near Edinburgh, found a way to 
awaken these sluggish nuclei. They pro- 
duced a lively and, to all intents and pur- 
poses, normal sheep, known as Dolly, from 
the nucleus of amammary-gland cell. 

Even so, according to Alan Colman, a 
nuclear transfer expert at pet Therapeutics, a 
British biotechnology firm, cloning is still a 
crude process. For every 100 eggs used, a re- 
searcher is lucky to end up with a single 
cloned calf or a solitary pig in a poke. By 
comparison, in vitro fertilisation (rve) has a 
success rate of roughly 25%. 

The difference lies in the large number of 
individuals that fall by the wayside at every 
step of the cloning process. This begins with 
a stimulus, such as an electric shock, that 
promotes the fusion of an egg cell that has 
had its nucleus removed with a donor cell 
whose nucleus it will assume. Roughly four- 
fifths of fusions succeed, but only two-thirds 
start down the path of development that 
leads to a new individual. 

After a couple of days, the newly nucle- 
ated cell should have divided to form a ball 
of cells called a blastocyst. Here again, losses 
occur, and only 10% of the original egg cells 
used in nuclear transfer make it this far. 
Once the blastocyst is implanted in the 
womb, at most 20% of pregnancies are car- 
ried to term, compared with three-fifths in 
ivr. The fetuses that are spontaneously 
aborted are often abnormally large. They 
also tend to have severe deformities, and 
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their placentas. are distorted. Finally, and 
most ‘disturbingly to. Dr Colman, half the 
cloned (and seemingly normal) cows and 
sheep that make it through to birth drop 
dead within three weeks. Post-mortem 
examination often reveals subtle, but none- 
theless fatal, flaws inthe heart muscle or kid- 
neys of these-animals—the sorts of changes 
that are hard to predict and therefore almost 
impossible to prevent. 

Researchers are only beginning to get a 
sense of the range of things that can go awry 
in cloning. Certainly, something unusual is 
happening in the process by which the egg 
cell sends out signals to reprogram its new 
nucleus and put the developmental genes 
back into action. There appears, in particu- 
lar, to be a problem with a phenomenon 
known as genetic imprinting. 

Most genes in a cell are present as two 
copies, one from the mother and one from 
the father. Imprinting is the process by 
which one of those copies is silenced so as 
not to overdose a cell with whatever that 
gene provides. Although the transplanted 
nucleus enters the egg properly imprinted, 
reprogramming messes this up. As a result, 
some genes become too active and others fail 
to work at all. By studying the expression 
patterns of individual genes, cloners have 
found that certain genes which should be 
turned on in early development, such as 
those that control the implantation of the 
embryo into the uterus, are activated much 
later in cloned embryos. 

Unfortunately, they have little idea why 
this is the case. Nor do they know the full set 
of genes that go awry, which makes fool- 
proof screening of faulty embryos impossi- 
ble. Without such safeguards in place, there 
is no reason to assume that human cloning 
will not repeat the messy trial and error of 
current animal research. Not surprisingly, 
those who know reproductive cloning best 
are urging others to refrain from trying it on 
people until the bugs have been worked out 
on hundreds more animals. 


Means, motive, opportunity 


Such uncertainties do not deter Dr Antinori 
and his crew. They believe the technical pro- 
blems associated with animal cloning have 
been greatly exaggerated, and may not be 
relevant to humans. In any case, they reckon 
that their experience with ivr gives them 
“enough knowledge and sophistication and 
technology to break the rules of nature, and 
now is the time.” 

Dr Antinori is certainly well known in 
IvF circles, but more for such stunts as im- 
pregnating a 62-year-old woman using 1vF 
than for his scientific prowess. In any case, 
success ativr—which was thoroughly tested 
on animals before moving into humans and 
was never plagued by the sorts of trouble 
seen in nuclear transfer—is no guide to suc- 
cess in cloning. As yet, the team has little ex- 
pertise in nuclear transfer, and although its 


84 





people on board, the best in the business are 
unlikely to be drawn in while human re- 
productive cloning remains at the marginsof 
scientific and social respectability. 

As to cost, Dr Trounson estimates that it 
will take at least $m to clone a human, given 
the equipment, labour and hundreds of hu- 
man eggs that will be required to geta single, 
live birth. There are enough infertile couples 
desperate to reproduce, enough small sects 
eager to keep their numbers up and their 
gene pools pure, and enough megalomani- 
acs intent on replicating themselves, to make 
money the least of would-be cloners’ pro- 
blems. Indeed, Dr Zavos claims the consor- 
tium has more than enough cash to do its 
work, and up to 700 volunteers ready to take 
part. Few scientists believe that the group 
will reach its goal within the next two years, 
but many acknowledge that the technology 
will one day permit human reproductive 
cloning. Whether society will condone it is 
an entirely different matter. 





Climate change 


Getting real 


OR years, scientists looking at the ques- 

tion of why the earth’s lower atmosphere 
seems to be heating up have suspected that 
the culprit is the greenhouse effect. This phe- 
nomenon makes the planet habitable, by 
trapping heat that would otherwise be lost 
into space. Without it, the earth’s surface 
would bea chilly -20°C or so. But the strength 
of the greenhouse effect depends on the 
chemical composition of the atmosphere, 
because the phenomenon is due to the ab- 
sorption of infra-red radiation by various 
gases in the air. Alter the levels of those gases 
and you alter the level of the effect. And hu- 
man activities have been doing just that by 
pumping out methane, ozone, crcs and es- 
pecially carbon dioxide with gay abandon 
for a century or more. The result, goes the ar- 
gument, is global warming. 








members say they will try to bring the right 





Though mostelimate scientists are confi- 
dent of this theory, they have had, so far; to 
rely on indirect evidence for it. In particular, 
their assessments have depended heavily on 
measurements of temperature from ground- 
based instruments. But these are inadequate 
in many ways. Some parts of the world (Eu- 
rope and North America in particular) have 
yielded much more data than others, so ob- 
taining meaningful global averages. is hard. 
On top of that, data collected on land con- 
flict with those collected at sea. And data col- 
lected at the surface, whether land or sea, 
seem to tell a different story from those taken 
at altitude by weather balloons. The result- 
ing confusion has given wiggle room to those 
who--forgetting the old observation that ab- 
sence of evidence is not evidence of ab- 
sence—would rather not believe that global 
warming is happening at all. 

Now, a team of atmospheric physicists 
at Imperial College in London has come up 
with something that will make such wiggling 
far harder. In a paper in this week’s Nature, 
John Harries and his colleagues describe 
their analysis of the longwave infra-red radi- 
ation leaving the earth. This is the radiation 
the planet sheds asit cools, and itis theradia- 
tion captured by the greenhouse effect. Dr 
Harries’s conclusion is that the greenhouse 
effect has changed over the past few years in 
exactly the way that those who believe in 
global warming would have predicted. 

The team arrived at this conclusion by 
comparing two sets of satellite data. One was 
collected in 1970 by an instrument called 
IRIS. The other was collected in 1997 by a dif- 
ferent instrument called imc. In order to 
make the comparison, a certain amount of 
massaging was required. For example, iMG 
had a narrow field of view—just 64km7. 1RI1s, 
by contrast, recorded from 10,000km? at a 
time. The team’s data-crunchers had to per- 
form some fancy mathematical tricks to 
compensate for this difference. On the other 
hand, imc sampled a much bigger part of 
the spectrum than tris could manage. That 
meant discarding part of the data collected 
by the more recent instrument. 

The researchers also had to select their 
observations carefully. They preferred data 
collected over the ocean, since the longwave 
radiation from water is more uniform than 
that from land, and thus easier to analyse. 
They also took steps to reduce the impact of 
cloud cover on the data, since this, too, af- 
fects the passage of longwave radiation. 

The results, nevertheless, were striking. 
In the parts of the spectrum absorbed by 
carbon dioxide, ozone and methane, the 
amount of longwave radiation escaping 
from earth dropped sharply between 1970 
and 1997—and did so in a way that matched 
predictions based on the known increases in 
levels of those gases. A weaker, but similar, 
effect was seen for crcs. 

There are caveats. The two sets of data 
were collected at different periods of the cal- 
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_ SCIENCE AND TECHNOLOGY 


endar year, and there was nó continuous 12- 
month overlap between thern—so the team 
could not fully account for seasonal varia- 
tions. Also, examining two snapshots is 
clearly less satisfactory than having a con- 
tinuous record of the changes as they hap- 
pened over that entire period. 

Nevertheless, the upshot is that Dr Har- 


ties and his team have come up with the first 
direct evidence confirming an increase in the 
greenhouse effect over the past three de- 
cades. That is something worth ponderingin 
a week when George Bush, America’s presi- 
dent, announced that he had no intention of 
honouring his campaign pledge to regulate 
emissions of carbon dioxide. 





Solid-state physics 


Superduperconductivity 


Rumours are circulating of a superconductor that works at room temperature 


T= spring, superconductivity is suddenly 
in the air. New types of superconduc- 
tors—materials that transport electric cur- 
rent without loss of energy—-seem to be pop- 
ping up everywhere. In Japan, a compound 
of magnesium and boron that has been lying 
around on chemists’ shelves for decades 
turns out to be a superconductor with prac- 
tical potential. In America, plastics have 
been made superconducting by integrating 
them into a transistor. And from Croatia 
comes a tantalising tale of one that works at 
room temperature. 

The problem with most superconduc- 
tors discovered so far is that they only do 
their stuff below -240°C. In the 1980s, how- 
ever, “high temperature” superconductors 
were found that work up to a balmy ~100°C. 
That excited people because above -196°C 
things can be kept cold with liquid nitrogen, 
a relatively cheap material. But supplying 
liquid nitrogen reliably is a complex engi- 
neering task, which may explain why appli- 
cations such as superconducting long-dis- 
tance power cables have failed to take off. 
One problem is that if the nitrogen acciden- 
tally runs out, what was once a supercon- 
ductor turns into an insulator, with poten- 
tially disastrous: consequences for any 
electrical system. 

Ifa superconductor that worked at room 
temperature could be found, it would be tre- 
mendously exciting. It might be the ultimate 
disruptive technology, heralding a revolu- 
tion in the way electrical systems are made. 
Consequently, an unpublished manuscript 
describing a room-temperature supercon- 
ductor has been spreading with remarkable 
speed through the scientific community. Al- 
though it remains to be officially confirmed 
(or denied) by a major superconductivity 
laboratory, the new material would, if genu- 
ine, bring superconductivity into the realm 
of ordinary electrical materials, 

The manuscript comes from a collabora- 
tion between researchers at the University of 
Zagreb, the nearby Ruder Boskovic Institute, 
and a local ceramics company called avac. 
This group, led by Danijel Djurek, claims 
that its material, which is a compound in- 
volving silver, lead, carbon and oxygen, is a 
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superconductor (at least in some cases) at 
temperatures below 70°C—that is, way 
above room temperature. The Croatians 
have apparently done their homework, 
measuring the so-called Meisner effect, a 
tell-tale of superconductivity in which a 
magnetic field is expelled from the material. 
But the same group reported a possible 
room-temperature superconductor of simi- 





leagues at Lucent Technology’s Bell Labora- 
tories in New Jersey have also demonstrated 
superconductivity in a plastic called poly- 
thiophene. To make this material super- 
conduct, the researchers used a method that 
they have pioneered on other polymers over 
the past year: they built it into a so-called 
field-effect transistor. The electric field gen- 
erated in such a transistor is used to change 
the charge in a film made of polythiophene. 
Dependingon the strength of this charge, the 
plastic switches from being a poor conduc- 
tor to a superconductor. 

The temperature at which the transition 
happens is too low for any useful applica- 
tion (about -270°C). But Dr Schon and his 
colleagues have uncovered a rich vein for fu- 
ture research: tweaking such plastic transis- 
tors could easily yield something practical, at 
least for electronics. So, even if the rumours 
of a room-temperature superconductor turn 
out to be false, the field of superconductivity 
seems to be brimming with new ideas. Per- 
haps this time, some of them will make it to 
the market. 








lar composition a couple of < < 
years ago. That was never con- | 

firmed, so some people are du- 
bious about this new result. 

Shades of cold fusion? Per- 
haps. Laboratories around the 
world are busy synthesising 
and testing the newly de- 
scribed material, although 
their researchers are cagey 
about reporting the results of 
anything that concerns whatis, 
after all, still an unpublished 
article. And to add to the confu- 
sion, the material the Croatians 
have created comes in several 
varieties, each with a slightly 
different composition. Diffi- 
culties in separating and pu- 
rifying these varieties could ac- 
count for results that are only 
erratically reproducible. 

Even if the reports are un- 
true, research into supercon- | 
ductivity has been blossoming 
elsewhere. The magnesium bo- 
ride tested by Jun Akimitsu 
and his colleagues at the 
Aoyama-Gakuin University in | 
Tokyo is cheap to synthesise | 
compared with its high-tem- 
perature cousins. And even 
though it works only at a frigid 
~234°C, it is a good electrical | 
conductor even in its non-su- | 
perconducting state, so a sud- 
den cooling failure would not 
have the dire consequences as- 
sociated with so many other 
sorts of superconductor. 

If that were not enough, 
Hendrik Schön and his col- | 


collision 








Sometime over the next few days, if all goes ac- | 
cording to plan, Russia’s Mir space station willbe | 
dumped into the Pacific Ocean. Mir has had a 
good run. It has been in orbit for 15 years, twice its 
design life. During that time it has survived fire, 








with another spacecraft and—most 


i 
threatening of all—a constant shortage of money. | 
What it could not survive was competition from | 
the American-led “International” Space Station | 
(now dubbed Space Station Alpha, in a none- | 
too-subtle attempt to rewrite the history of the | 
colonisation of space). Most of the craft, which | 
weighs 137 tonnes, will burn up on re-entry. | 
About 25 tonnes of the harder hardware, distri- 
buted into 1,500 pieces, is expected to make it | 
through the atmosphere intact. The Russians say 
they are confident this will pose no risk to life, | 
limb or property. Just in case, they have taken 
out $200m of insurance. | 

$ 
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. Wonderful Will 





Ambitious and untidy, Shakespeare’s history plays are a huge undertaking 
for anyone. The RSC’s new productions in London hone them into shape 


HE 1590S were an ex- 

traordinarily fertile per- 
iod in Shakespeare's life, 
one in which most of his 
comedies were composed, 
including “A Midsummer 
Nights Dream” and “The 
Merchant of Venice”, and in 
which he explored the possibilities of trag- 
edy in “Romeo and Juliet” and “Julius 
Caesar”. 

In amongall this he was also dramatising 
his country’s history—the rise and fall, 
through usurpation, murder and civil war, of 
a century of English kings, from the acces- 
sion of Richard 11 in 1377 to the Battle of Bos- 
worth in 1485. This was the date when Rich- 
ard 111 (of the House of York) was defeated by 
Henry Tudor (of the House of Lancaster), 
and a unified, centralised English nation- 
state was born. With the coronation of the 
victor as Henry v11, and his marriage to Rich- 
ard irs niece, the story is brought to the 
point where a golden future for England can 
be prophesied under Henry’s heirs (Eliza- 
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beth 1 being one): heirs who, in the final 
words of “Richard 11”, will “Enrich the time 
to come with smooth-faced peace,/With 
smiling plenty and fair prosperous days.” 
Itis unlikely that Shakespeare started out 
with the intention of writing a great histori- 
cal cycle. The plays were not written in chro- 
nological order: the second tetralogy (the 
three “Henry vı” plays and “Richard m1’), 
was written first, in the early 1590s; and the 
first tetralogy (“Richard 11,” the two parts of 
“Henry rv”, and “Henry v”)came later, from 
1595 to 1599. Adrian Noble, the artistic direc- 
tor of the Royal Shakespeare Company 
which is currently mounting both tetralo- 
gies, challenges the opinion that they can 
even be said to represent a coherent histori- 
cal point of view—Shakespeare’s approach, 
he says, being “fragmented, kaleidoscopic, 
highly complicated, even random at times”. 
It is true that the plays are written in 
widely different styles: the bloody and iam- 
bic brassiness of the “Henry vr” plays (“O, 
were mine eyeballs into bullets turned /That 
I in rage might shoot them at your faces!’) 


gives way to the intimate wit of the “bottled 
spider”, “Richard 11”, whose soliloquies 
leap, as it were, beyond the choric formalism 
of so much of that play, into a surprisingly 
modern idiom; then comes the inwardness 
and lyricism of “Richard 11”, whose fatal 
yielding of the crown to Bolingbroke (after- 
wards Henry 1v) seems to open the door to 
the great rush of comedy and subversion in 
the two parts of “Henry 1v”. 

In recognition of this variety, and in con- 
trast to previous stagings of parts of the cycle, 
the rsc has given each play its own director 
and designer, while at the same time 
“through-casting” the characters that ap- 
pear in more than one play. Thus the narra- 
tive continuity that certainly does exist from 
play to play, with frequent references from 
one to another, is also acknowledged. But it’s 
more than a question of narrative: only by 
seeing the plays in sequence, and with the 
same actors, can one catch that sense, so 
strong in Shakespeare, of time and chance, of 
characters both as individuals and as pawns, 
caught in nets cast by history and them- 
selves casting nets that will in turn entangle 
their successors. 

An important point about these theatri- 
cal marathons, even the small section of- 
fered by “Henry rv” parts 1 and 11, is that you 
come away with the exhausted feeling of 
having lived through something. Here in the 
two parts of “Henry 1v”, so much distance 
has been travelled, such stretches of history 
burningly recalled, of present argument and 
future aspiration, such leaps in mood and 
style. These are wide, expansive plays, but 
they are also very patterned, with paired 
characters (Hal and Hotspur, Falstaff and 
Henry 1v) and contrasting places (court and 
tavern, battlefield and orchard), each of 
them echoing, caricaturing and commenting 
on the other. And these characters know 
how to work the language. They think in im- 
ages, they find the concrete word for the ab- 
stract idea, metaphors take flight in great 
skeins of verse and prose—whether it’s an 
earl on how to prepare for battle, or Falstaff 
on drinking sack. 

The great joy of this production is that 
the actors relish just this. They want to com- 
municate, to take you with them. It is some- 
times said that Shakespeare should be al- 
lowed to speak for himself, as though the 
director and the actors have only to get 
themselves out of the way for the plays to re- 
veal themselves. In fact, this can be a recipe 
for dullness. Every word and phrase offers 
dozens of possibilities; the pace and rhythm 
of every scene, let alone the whole play, re- 
quires the most careful judgment. But it is 
true that decisions can be made in such a 
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way as to produce the effect of transparency. 

Michael Attenborough is one of those di- 
rectors whoseem to get themselves outof the 
way. There are no great conceptual signposts 
in this production. A high-backed chair 
stands in the middle of a bare stage, and de- 
pending on who's sitting on it we are either at 
court or in Eastcheap. Its duality instantly es- 
tablishes the play’s underlying dynamic be- 
tween authority and anarchy. Henry 1v no 
sooner gets up at the end of the first scene, 
than for the second scene, up flies the silver 
cloth covering the chair, out crawls Prince 
Hal from under the seat, and the greathulk of 
Falstaff’s sleeping body rises through a con- 
cealed trap in the floor. Simple. And this is 
the nearest the production comes to open 
directorial intervention. 

There are, of course, other interventions, 
but nothing distracting or pedagogical. Take, 
for example, the opening of the second part, 
when Rumour’s speech, here distributed 
among several disembodied voices, spreads 
false news of Hotspur’s victory at the Battle 
of Shrewsbury. As we listen, we watch Hot- 
spur’s father, old Northumberland (Christo- 
pher Saul), sitting in the half-light, bowed 
and still. Then, just as a voice describes the 
news reaching “this worm-eaten hold of rag- 
ged stone/Where Hotspurs father lies 
crafty-sick”, we see the old man suddenly 
rouse himself, lift his head and cock an ear. 
Such touches can make an emotional point 
with extraordinary economy. It is charac- 
teristic, for example, that where there is mu- 
sic, it is not so much the sound as the cessa- 
tion of sound that underlines the climactic 
moments. It happens when Hotspur dies, as 
though something had been switched off; it 
happens as the prince, leaving the tavern to 
join his father, bids “Falstaff, goodnight”— 
and you suddenly realise that it’s their last 
moment of intimacy; and it happens again, 
shockingly, when Hal rejects his friend fi- 
nally on “I know thee not, old man”. 

The difficulty always with these plays is 
that Hal is,and must be, cold and calculating. 
He makes it clear in a soliloquy at the very 
beginning that he’s only fooling around with 
Falstaff and the others in order to “show 
more goodly and attract more eyes” when 
the moment comes to take power. And yet if 
you don't believe that Falstaff means more to 
him than that, the tension between the 
play’s opposing forces—always at its tautest 
in Hal—instantly sags. Much depends there- 
fore on the early tavern scenes, and this pro- 
duction judges it beautifully. Falstaff grows 
bitter in time just as Hal grows formal, but 
here they are allowed to be delighted with 
each other and themselves. William Hous- 
ton’s nervy, twitchy, muscular young prince 
is repeatedly hugged and rocked and cra- 
dled by Desmond Barrit’s Falstaff, and his 
sneaky literal-mindedness drowned in 
amazed admiration at the old man’s 
outrageous improvisations, 

And again, it is finely judged that Barrit’s 
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warmth and physicality should notbe set off 
by cold austerity in “Henry 1v’—as some- 
times happens—but by an equal, if tightly 
constrained version of the same thing. David 
Troughton’s old king is one of the triumphs 
of this production, his whole voice and body 
possessed by his predicament, by a kind of 
palpable guilt. His first scene with Hal, in 
which the prince promises to reform, closes 
with the king arresting an impulse to em- 
brace him. Skewed and embarrassed as he is, 
all he can manage is a couple of taps on the 
shoulder with a clenched fist. 

It speaks volumes, as does their final 
scene when they sit on the floor at the foot of 
the king’s bed—comfortable at last in a way 
that subtly recalls Hal and Falstaff—the dy- 
ing king advising his son to end civil dissen- 
sion by busying “giddy minds/With foreign 
quarrels”. After which, the promise of Agin- 
court to come seems suddenly less glorious. 


Productions continue until May 26th. For schedule and 
tickets, see www.rsc.org.uk 












English anthers 
Auden’s passion 


LECTURES ON SHAKESPEARE. By W.H. Au- 
den. Edited by Arthur Kirsch. Princeton 
University Press; 452 pages; $29.95. Faber 
and Faber; £30 


NE September day in 
1943, the. New. York 
Times published an enticing 

announcement: : W.H: Au- 
den, celebrated “poet and 
social critic”, would be giv- 
: ing a series of lectures on 
Shakespeare at the New 
School for Social Research in Greenwich Vil- 
lage. Auden had taken citizenship and lived 
in America for seven years. He was also, at 39, 
an experienced teacher. Shakespeare was an 
abiding passion, a poet to whom he returned 
again and again in his own poetry and prose. 
“The Sea and the Mirror”, for instance, Au- 





ts. Bix in the 16th cen- 
“a tury, political plays 
Me were all about men. Not 

| now. For some time, 
American female play- 
wrights have followed 
the model of Wendy Wasserstein, a 50- 
year-old Brooklyn-born dramatist, 
whose work has focused on family drama 
and personal relationships. Overtly po- 
litical plays were considered outdated 
and unfashionable. But this is no longer so 
often the case. 

A new generation of female play- 
wrights is tackling such subjects as racism, 
rape and apartheid. The quality of these 
plays has varied widely. The best treat 
their subjects with nuance and subtlety, 
while it is the more polemical productions 
that fall flat. With topical issues now the 
stuff of shallow, made-for-television 









MA l 


movies, audiences are looking to the 
theatre for something more substantial. 

Rebecca Gilman’s previous play, 
“Spinning into Butter”, dealt with white 
racism in academia; her current drama, 
“Boy Gets Girl”, gives a feminist take on 
male stalking and objectification of 
women. Kia Corthron has three plays, in- 
cluding “Force Continuum”, dealing with 
racial issues on or coming to the New York 
stage this year. But perhaps the mostnota- 
ble recent play on political themes to date 
is “The Syringa Tree”, a one-woman show 
about apartheid in South Africa in the 
1960s, written and performed by Pamela 
Gien. Though the play had trouble finding 
an audience when it opened in September 
last year, critical acclaim and persistent 
word-of-mouth followed, gradually 
helping to make “The Syringa Tree” one of 
the city’s most popular offerings. 
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den’s best long poem, is a kind of fanciful 
commentary on “The. Tempest”, Shake- 
speare’s last great work. 

But anyone who arrived for the lec- 
tures—and Auden generally gave them toca- 
pacity crowds of up to 300 people—expect- 
ing orthodox expositions of Shakespeare’s 
language and themes must have been sur- 
prised. For Auden was no ordinary lecturer, 
as this collection shows. 

The lectures have been painstakingly re- 
constructed from the copious notes made by 
students (especially those of Alan Ansen, his 
friend and future secretary) in the audience. 
He was at the time much taken with the 
Christian existentialism of Soren Kierke- 
gaard, and he read Shakespeare’s plays in 
terms of Christian psychology. For Auden 
the great tragic heroes are the sinners of the 
world; the comedies represent a movement 
towards a redeemed community. Auden 
tackles almost all the plays chronologically, 
with the exception of “Titus Andronicus” 
and “The Merry Wives of Windsor”. The for- 
mer, in his opinion, didn’t merit inclusion at 
all, and for the latter he substituted a record- 
ing of Verdi’s “Falstaff” (all 18 sides of it), ar- 
guing puckishly that it was the play’s only 
virtue to have provided an occasion for a 
great operatic masterpiece. 

Auden regarded criticism as “live con- 
versation”. His lectures on Shakespeare are 
casually conversational throughout, and 
much less polished than his published 
prose. Alive with his magpie-like intelli- 
gence, punctuated by humorous asides and 
digressive interludes, they are as much a 
running commentary on the practices and 
preoccupations of a poet at the height of his 
own creative powers as they are an expo- 
sition of the works of another. 

= = ee i dere | 





Russia's disputed transition 


No other way 


THE TRAGEDY OF RussIA’s REFORMS: MAR- 
KET BOLSHEVISM AGAINST DEMOCRACY. By 
Peter Reddaway and Dmitri Glinski. United 
States Institute of Peace Press; 766 pages; $55 
($29.95 paperback). Distributed in Britain by 
Plymbridge; £21.50 


ONCLUDING their vast philippic 
against free-market reforms in Russia, 
Peter Reddaway and Dmitri Glinski ask, in 
the words of an early 2oth-century poet, 
Maximilian Voloshin, whether it 
Might be our destiny to live out 
Europe’s latest dream 
So that we can divert it 
From its perilous paths? 

Their answer is yes. Russia in the 2oth 
century, they say, has shown the outside 
world “the dehumanising extremes of two 
different Utopian visions based on econ- 
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Waiting for the futur 


omic determinism and designed for global 
use.” The first was bureaucratic state bol- 
shevism, comprising a command economy 
and one-party rule; the second is “market 
bolshevism”, which, in their view, has de- 
stroyed Russia’s industrial base (built at 
great sacrifice over decades), triggered 
alarming demographic trends and created a 
risk of “irreversible criminalisation and 
privatisation of the Russian state”. 

This book is the latest, and weightiest, 
contribution to a burgeoning literature of 
blame from America. It follows Janine We- 
del’s “Collision and Collusion” (1998), Ste- 
phen Cohen’s “Failed Crusade” (2000) and 
numerous essays, the most powerful of 
which came in 1999 from Joseph Stiglitz, 
then chief economist of the World Bank, 
who argued that what the reformers had 
done was to create “incentives for asset 
stripping”, not for productive capitalism. 
The outrage of this school over the imposi- 
tion of a shock therapy perceived as cruelly 
inappropriate is so pronounced that many 
of its members have no hesitation in cou- 
pling reforms aimed at democratising and 
marketising Russia as equivalent in their 
evil effects to the imposition and rule of 
communism on the Soviet Union. 

The volume is a detailed, sometimes 
day-by-day chronicle, which Mr Glinski’s 
active acquaintance with the democratic 
movement of the 1980s and 1990s does 
much to enrich. Part of Mr Reddaway’s ha- 
tred of what he sees as the rape of Russia is 
that it has been perpetrated or encouraged 
by foreign economists who knew nothing 
of its history, customs and people—he is 
steeped in all of these—but who had in- 
stead had an off-the-shelf, one-size-fits-all, 
free-market nostrum for its transformation. 

There is much, as Mr Stiglitz demon- 
strated, that can be and is being said by 
way of criticism of the management, timing 
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and consistency of the reform. Above 
all—it is a major strand of the critique by 
Messrs Reddaway and Glinski—the Clinton 
administration micromanaged its Russian 
counterpart in an ultimately self-defeating 
way, dizzy as the former was with the 
heady effect of pulling strings in the gov- 
ernment of a superpower which had been 
a global adversary for three generations. 

But the great flaw of all such criticisms 
is their lack of engagement with the real 
nature of the Soviet collapse. The way in 
which communism ended left the country 
without an economic system, without a 
solid base for power and without a civil 
society. It might in theory have been better 
to adopt a Chinese model of party-led 
economic liberalisation. But that chance 
had gone by 1988 at the latest, as the general 
secretary of the Communist Party, Mikhail 
Gorbachev, set about destroying this one 
network of power. 

Again, it might have been better had 
Russia opted for a hell-for-leather liberal- 
isation after 1991 instead of the muddled 
and corrupt compromises which in fact 
transpired. But the power of the various in- 
dustrial, political and criminal lobbies was 
too great. Any third alternative, including 
what Messrs Reddaway and Glinski take to 
be missed opportunities for a democrati- 
cally controlled economic transformation, 
would have had to confront the same in- 
tractable fact that the purpose of the old 
system had comprehensively vanished and 
with it the collective will for change. That 
Russia has failed to transform itself into a 
stable and democratic market economy is 
already clear. That this failure is dangerous 
is becoming plainer. That there was an- 
other way which the professors knew of 
and no one else could see is, as the Scottish 
judgment goes, not proven. 
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Business and the Nazis 


Trading with evil 


IBM AND THE HOLOCAUST: THE STRATEGIC 
ALLIANCE BETWEEN NAZI GERMANY AND 
AMERICA’S Most POWERFUL CORPORA- 
TION. By Edwin Black. Crown; 416 pages; 
$27.50. Little, Brown; £20. 

DEUTSCHE BANK AND THE NAZI ECONOMIC 
WAR AGAINST THE Jews. By Harold James. 
Cambridge University Press; 224 pages; 
$24.95 and £22.95. 

DOING BUSINESS WITH THE NAZIS: BRITAIN’S 
ECONOMIC AND FINANCIAL RELATIONS 
WITH GERMANY 1931-39. By Neil Forbes. 
Frank Cass; 280 pages; $59.50 and £42.50 


NDERSTATED histories are often more 

powerful than sensationalist ones. 
Two of these three books are matter-of-fact 
accounts of business dealings with the Na- 
zis. Yet the mundane motives that they find 
many people had for collaborating with an 
evil regime leave you more shaken than 
Edwin Black’s melodramatic exposure of 
1Bm’s alleged involvement in the Holocaust. 
By representing the 1nmers as blinkered 
technocrats and wicked capitalists ob- 
sessed with profits, he dehumanises them. 

Harold James’s and Neil Forbes’s his- 
tories are more persuasive. Both authors are 
aware that managers in a large business hi- 
erarchy are not exclusively intent on maxi- 
mising profits; the prospect of promotion 
or corporate empire-building can be a more 
compelling incentive. 

Mr James is one of five historians who 
in 1998 were invited by Deutsche Bank to 
examine the bank’s behaviour during the 
Nazi era and to write an “uncontrolled, un- 
censored and unexpurgated” account of it. 
Concentrating on the so-called aryan- 
isation policy, he finds that Deutsche 
Bank’s profits from transactions involving 
seized Jewish businesses and property 
were neither extravagant nor excessive. The 
Hitler regime’s prejudice against money- 
lending, which it regarded 
as an inherently Jewish ac- 
tivity, caused it strictly to 
limit the gains made by 
commercial banks from its 
policy of aryanisation. 

But the slimness of its 
profits, Mr James contends, 
did not mitigate Deutsche 
Bank’s actions. Choosing 
his words with care, he 
says: “It might be argued 
that transactions that fun- 
damentally undermined 
trust in contracts, and that 
extended the arbitrary and 
capricious exercise of 
power, are discreditable 


but even more discreditable when they 
cannot be legitimated in terms of the tradi- 
tional logic of business decisions.” 

The bank’s junior employees often be- 
haved worse than their seniors. Top execu- 
tives tended, initially at least, to be more 
worried about the loss of business resulting 
from aryanisation than enthralled by the 
prospect of profiting from it. Some also had 
close personal as well as business links 
with the victims of aryanisation and tried 
as best as they safely could to protect their 
Jewish associates’ interests. 

Ambitious bank employees had no 
such inhibitions. Any scruples they had 
about the policy were overcome by their 
desire to step into the jobs of purged Jews 
in acquired “Jewish banks” and in Deut- 
sche Bank itself. Bankers elsewhere be- 
haved just as badly. Mr James says he 
found nothing in any German files to 
match “the rancour of the post-Munich 
(September 1938) submissions of Czech 
bank employees’ associations, which de- 
manded the closure of Jewish banks and 
the sacking of Jewish employees.” 

Mr Forbes looks not at a single com- 
pany but at a whole country, and finds that 
Britain tried through most of the 1930s to 
conduct business as normally as possible 
with Germany. British businessmen and 
bankers argued, self-interestedly but also 
probably quite sincerely, that a fat Ger- 
many was in everyone’s interest. Germany 
was, after India, Britain’s best customer and 
a prosperous Germany would, they 
claimed, be good for British business and 
would enable supposed Nazi moderates to 
exercise a stabilising influence. In conse- 
quence, the German war machine contin- 
ued to be fuelled with oil and armed with 
metals from British sources. 

It sounds an entirely misguided policy 
until Mr Forbes begins to examine how the 
British war machine would have suffered 
from German counter-sanctions. Britain 
imported German machinery for manu- 
facturing shells and bombs. The Chamber- 
lain government had learnt from its Indus- 





enough by themselves— 
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trial Intelligence Centre that these machine 
tools were not readily obtainable elsewhere 
and that their loss would seriously retard 
Britain’s rearmament programme. 

Such subtleties of argument and motive 
have no place in Mr Black’s book, which al- 
leges that without 1Bm’s punch-card tech- 
nology the Nazis could not have found, 
transported and killed 6m Jews. The charge 
is not sustained. Less precise genocide is not 
necessarily less bloody. It is hard to imagine 
Hitler’s goons giving the benefit of the 
doubt to people they suspected of being 
Jews but who denied it. And, as Mr James 
shows, there was no shortage of ordinary 
people keen to benefit from the Jews’ 
misfortune. 

m 





How corporate bosses think 


Conventionally 


THE MIND OF THE CEO. By Jeffrey Garten. 
Basic Books; 320 pages; $26. Allen Lane, The 
Penguin Press; £20 


HE idea is full of promise. Jeffrey Gar- 

ten, dean of the Yale School of Manage- 
ment and a former undersecretary for in- 
ternational trade, sets out to chat 
one-to-one with 40 of the world’s most dis- 
tinguished chief executives. Among them 
are Jack Welch of Ge, Jorma Ollila of Nokia, 
Andy Grove of Intel and Jiirgen Schrempp 
of DaimlerChrysler, executives whose deci- 
sions touch the lives of millions. Based on 
his interviews, the dean then writes a book 
called “The Mind of the ceo”. 

The high promise, though, is unfulfilled. 
These men’s (and two women’s) minds ap- 
pear disappointingly vague. They speak in 
the bland language of strategy. Their quotes 
are interchangeable. One of them says, 
“Consumers are going to want choices that 
make sense to them.” Another says, “The 
next big evolutionary step of ‘going global’ 
now has to be ‘going local.” If you think 
you’ve heard it all before it’s because (un- 
less management literature is entirely fresh 
to you) you have ( J 

There may, however, be a deeper truth 
here. Perhaps the mind of the ceo today is 
so conditioned not to say anything that 
might inadvertently move a market (or 
break some regulators’ rules) that it reverts 
to the safety of stale regurgitation. Mr Gar- 
ten might have expected interesting an- 
swers. For instance, he asked every in- 
terviewee, “What most keeps you awake at 
night?” Instead of replying, “Fear of failure” 
or “That bloody analyst at Salomon 
Brothers”, the majority of responses, appar- 
ently, “reflected a fear of a major dis- 
ruption—rarely precisely defined—in the 
process of globalisation.” Surely these men 
are made of sterner stuff. 
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b- An inquisitive journalist or a close observer 
of human nature might have extracted 
more. The reader cannot help but rue the 
lost opportunities. Mr Garten interviews 
Douglas Daft, the man who sorted out 
Coca-Cola after its famously botched 
choice of successor to an earlier ceo who 
died prematurely. Mr Daft is not asked 
about what Coca-Cola has done to ensure 
that a CEo’s premature death never again 
leads to such disaster. Instead, Mr Daft’s 
most vivid insight is that Coke “must re- 
member we do not do business in markets; 

L we do business in societies.” 

Therein lies a hint as to what this book 
is really about. For it soon becomes appar- 
ent that Mr Garten’s real aim is not to get 
inside the minds of his ceos, but to plead 
for them to take a more “proactive stance” 
on the world stage. “ceos”, he says, “ought 
to be out front in proposing ways to shore 
up social safety nets around the globe.” The 
book is less about what is actually in the 
minds of ceos, and more about what Mr 
Garten believes ought to be there. 

Among the book’s most quoted bosses 
are William Clay Ford of the car company 
and Roger Enrico of PepsiCo. And not 

» without reason. For they say things like (in 
Mr Enrico’s case): “We have to care about 
the distribution of wealth because the fact 
of the matter is if there’s a shrinking middle 
class, that’s not a good thing.” And in the 
case of Mr Ford: “Consumers want a safer, 
cleaner, more equitable world, and they'll 
buy from companies that display those 
CHARACTERISTICS.” These men have 
moved closer than others to that broader 
stage that Mr Garten believes they ought to 
occupy. 

é But how realistic is it to expect them to 
go that far? Mr Ford’s remarks were made 
before Ford acknowledged that some Fire- 
stone tyres on its vehicles were blowing out 
and killing people. That compelled Mr Ford 
to face the fact that consumers want com- 
panies above all to make their products 
safe. Only then (if ever) do they want them 
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to be bothered with the safety of the rest of 
the planet. 

Among other things, Mr Garten would 
like American companies to promote 
American culture abroad. The invisible 
hand of Adam Smith, he claims, will not 
“carry the American message—beyond its 
pop incarnation—to the poorer regions of 
the world.” The experiences abroad of 
McDonald’s, Nike and Coke suggest 
overwhelmingly, however, 
that ceos who want to 
maximise their companies’ 
value will be well advised 
to minimise their cultural 

promotion and focus 

solely on the qualities of 

their products. Mr Garten 

is oddly insistent, despite 

this, that American CEOs 
should pursue a broader agenda on the 
global stage even if they are regarded in 
some quarters as imperialists. 

The best quote in this book comes not 
from one of the 40 interviewees but from 
Ralph Waldo Emerson. “An institution”, 
Emerson once said, “is the lengthened 
shadow of one man.” The shadows in this 
book are far too faint to withstand much 
lengthening. 


Thalidomide 


Good stuff 


Dark REMEDY: THE IMPACT OF THALIDO- 
MIDE AND ITS REVIVAL AS A VITAL MEDI- 
CINE. By Trent Stephens and Rock Brynner. 
Perseus Publishing; 240 pages; $26 


N THE 19508, scientists at Chemie Gru- 

nenthal, a German drug company, de- 
veloped thalidomide in a search for a sim- 
pler way to make antibiotics. But 
thalidomide did not kill bacteria; in fact, it 
failed to kill anything at all, even at massive 
doses. Instead, in an effort to cash in on the 
post-war boom in sedatives, the company 
introduced the drug as a reliable alternative 
to barbiturates. By the 1960s 
thalidomide was on sale in 
46 countries, from Europe 
to Australia, often as an 
over-the-counter remedy as 
accessible as aspirin. 

But Grunenthal was 
stronger on commercial 
chutzpah than scientific rig- 
our. It failed to perform key 
tests on experimental ani- 
mals, or on small groups of 
people in clinical trials, be- 
fore launching the pills on 
an unsuspecting public. 
Critically, it neglected to 
check whether thalidomide 








Swings of fate 


affected pregnant women, assuming that 
its molecules could not cross the placenta 
from mother to child. Company executives 
then compounded incompetence with de- 
ceit. They refused to accept mounting evi- 
dence that thalidomide was responsible for 
a sudden outbreak of a rare birth defect 
called phocomelia, in which children are 
born with severely deformed internal or- 
gans or limbs. They doggedly refused to 
pull the drug from the market until forced 
to do so by critical press reports. They re- 
sisted claims for compensation from its 
victims and refused to admit responsibility, 
even when the drug was condemned in 
court. 

The story of thalidomide is a sorry tale 
of corporate greed, institutional inade- 
quacy, unnecessary suffering and cruel 
irony. Thalidomide had been widely touted 
as a safe medicine for expectant mothers. 
And, despite its awful reputation, it is just 
that—except for a brief spell between the 
2oth and 36th day after conception, when 
this “chemical shrapnel”, as the authors call 
it, does terrible damage to a fetus. Many of 
the women caught in this pharmacological 
blast did not even realise they were preg- 
nant when they took the medicine. 

But Trent Stephens’s and Rock Bryn- 
ner’s story is also an account of ingenuity, 
persistence and personal bravery. The work 
of doctors in Germany, Australia and else- 
where to piece together the epidemic in an 
age before the Internet and instant commu- 
nication, was remarkable. Equally impres- 
sive was the refusal of Frances Kelsey, who 
was responsible for vetting thalidomide at 
America’s Food and Drug Administration, 
to bend to corporate pressure and approve 
the drug for general use. Although 242m tab- 
lets of thalidomide had already been dis- 
pensed in America, her resistance stopped 
a crisis from turning into a catastrophe. 
And finally, there is the courage of the 5,000 
surviving children who have struggled with 
tremendous physical and emotional 
handicaps. 

The little-known sequel is almost as re- 
markable. Thalidomide has outgrown its 
destructive early days to become a useful 
weapon in the fight against 
almost 130 diseases. In the 
mid~1960s, an Israeli doctor 
discovered that it worked 
miracles on patients suf- 
fering a particularly grue- 
some complication of lep- 
rosy, completely clearing 
the large, painful boils 
which covered their bodies. 
Thirty years later, thalido- 
mide emerged as a potential 
treatment for Kaposi’s sar- 
coma, a rare skin cancer 
whose purple blotches are 
the bane of many niv pa- 
tients. It has also improved 
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< the lot of those afflicted with multiple my- 
eloma, another cancer, and a variety of 
autoimmune disorders including lupus. 
Thalidomide works, in part, by block- 
ing the production of tumour necrosis 
factor-alpha, a biochemical which pro- 
motes inflammation in the body. Scientists 
are also closing in on how the drug causes 
damage in pregnancy, which is aiding drug 
makers in developing new, safer deriv- 
atives. Thalidomide has indeed been re- 
born. But every dose, delivered in America, 
comes with a stern warning of its potential 
side-effects. While its future may be bright, 
thalidomide’s past is too awful to repeat. 


New fiction from Russia 


Speech therapy 


Kys. By Tatyana Tolstaya. Podkova mos- 
tranka; 380 pages; 48 roubles 


Vayatre IzMAiLa. By Mikhail Shishkin. Va- 
grius; 392 pages; 92 roubles 
ALTYN-Totosas. By Boris Akunin., Neva; 412 
pages; 53 roubles 





FN THE opening scene 
of Andrei Tarkovsky’s 
1974 Classic film, “Mir- 
ror”, a youth stands be- 
fore a speech therapist 
who is trying to help him 
T3 ™ overcome his stammer 
and teach him to speak freely. Contempo- 
rary Russian fiction is like Mr Tarkovsky’s 
youth, trying to get rid of an impediment 
inflicted by the collapse of the Soviet state. 
Russian may be the only language 
which has been mutilated twice over the 
past 100 years: first by the Communist 
Party which, with the help of many tal- 
ented writers and poets, created a new So- 
viet jargon, and secondly by the collapse of 
the Soviet Union which left the nation 
without such a unifying language or iden- 
tity. The language gaps were filled with 
mockery, scorn and tireless playing with 
Soviet clichés. But ten years of 
ridicule left readers and writ- 
ers longing for a language 
that was capable of ex- 
pressing more serious feel- 
ing and experiences. It is 
this search for a new lan- 
guage that has become both 
the subject and the object of 
modern Russian fiction. 
Tatyana Tolstaya, a short-story writer 
who spends much time in America, con- 
ceived her anti-Utopian debut novel, “Kys” 
in 1986, the year of the Chernobyl disaster 
and the beginning of perestroika. She com- 
pleted it in 2000, the last year of Boris Yelt- 
sin’s rule. By naming each chapter after the 
letters of the old Russian alphabet, she sug- 
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gests that it is nothing less than an encyclo- 


pedia-of Russian life, a pretentious claim. 

Written in a rich, ornate language, it de- 
scribes a mutant, deformed world, once 
known as Moscow, several hundred years 
after an allegorical Explosion (with a capi- 
tal E). Everyone who lives here bears its 
Consequences (with a capital.C) Some 
have gills instead of lungs, or claws instead 
of nails and some “don’t have any Conse- 
quences~-only pustules coming out of their 
eyes in old age, or a beard growing from 
private parts, or nostrils popping up on 
their knees.” They eat mice, drink rust and 
copy out books which they cannot un- 
derstand. Ms Tolstaya savours.'the words 
and images which make up this disfigured, 
though strangely cosy world, Yet despite its 
ornate language and ambitious claims, the 
novel remains as monotonous as the world 
it describes, in part because there is 
nowhere for it to go. 

Language is also the main theme of 
Mikhail Shishkin’s “Vzyatie Izmaila” (The 
taking of Ismail), which won last year’s 
Russian Booker prize. The book has no plot, 
no chapters and no character that is sus- 
tained through the novel. It is held together 
by a conflict of styles, languages and liter- 
ary traditions rather than the interaction of 
characters. The narrative, if it can be called 
that, moves between a pre-revolutionary 
courtroom, Stalin's Russia, and modern- 
day Moscow. Latin phrases, church Sla- 
vonic, Chekhovian language, modern ob- 
scenities, forensic documents, and endless 
literary quotations are all elements of Mr 
Shishkin’s linguistic universe. 

Within these crisscross streams of con- 
sciousness are a series of eloquent and grip- 
ping novellas. The novel ends with a dis- 
armingly sincere autobiographical epilogue 
in which the author, woken from a dream 
about his ugly Soviet childhood by a ticket 
collector on a train in Switzerland, is left 
wondering: “Where am 1?” 

Of these three writers Boris Akunin, a 
bestselling detective writer, has the fewest 
literary pretentions, which may be because 






he does not exist. Mr Akunin is the creation 
of a scholar and translator of Japanese lit- 
erature, Grigory Chkhartishvili, who is also 
the author of a serious academic work, 
“The Writer and Suicide”. 

Mr Akunin has conquered Russia's 
reading classes with elegant detective sto- 
ries set in the 18708~-1890s—the time which 
saw the birth of Russia’s capitalism. His 
main character, Erast Fandorin,.a literary 
relative of Chesterton’s Father Brown, is a 
charismatic civil servant with a slight stam- 
mer, who specialises in uncovering elabo- 
rate crimes. Fluent in English, lucky but not 
a gambler, gallant yet restrained, possessing 
a sense of honour alien to many of his 
countrymen, Fandorin is the personifica- 
tion of a national dream of an ideal Euro- 
pean—the perfect Russian gentleman. 

Mr Chkhartishvili does not preach or 
even claim to write serious literature. He - 
believes his books simply fill the gap be- 
tween high-brow literature and pulp fic- 
tion. His is the first attempt to create good 
commercial literature for Russia’s growing 
middle class. But writing in a stylised lan- 
guage of Dostoevsky’s 18708, he also tries to 
bridge two eras of Russian literature leaving 
out 70 years of Soviet tradition. 

In “Altyn-Tolobas”, Fandorin’s grand- 
son, Nicholas, by now an Englishman, re- 
turns to Moscow looking for the traces of 
the founder of the Fandorins. The action 
moves between the 17th-century Russian 
court and the Moscow of today, showing 
how little Russian ways have really 
changed over the past three centuries— 
other than the language. Brought up on 
classical Russian literature, Nicholas speaks 
a refined Russian unspoilt by the 70 years 
of Soviet rule or the ten years since its col- 
lapse, which makes him a linguistic 
foreigner in the land of his forefathers. 

Mr Chkhartishvili believes in the magi- 
cal power of language: “call something a 
different name, and it will change its sub- 
stance”. If he is right, bringing Mr Akunin 
and his character into modern Russian lit- 
erature may help it overcome its stammer. 
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Ninette de Valois 


HEN Edris Stannus, an 

Irish dancer, was quite 
young she changed her name. 
The Dancing Times of January 
1917 has her on its front cover as 
“Ninette de Valois”, the principal 
dancer in “Mother Goose”, a pan- 
tomime for the Christmas season 
in London. At the age of 18 the 
strengths that were to shape her 
formidable career were already 
noticeably present. She had 
quickly recognised that a name 
linking her to France, with its long 
tradition of ballet dancing, was 
more appealing to an audience 
than an English, or indeed an 
Irish, one. It is unclear why she 
chose such a fanciful name, with 
its hint of French aristocracy. 
There is nothing about her choice 
in her entertaining autobiog- 
raphy, “Come Dance With Me”. 
But behind her imperious man- 
ner lurked a droll sense of hu- 
mour. If the English could be so 
taken in by a French pose, that 
showed how daft they could be. 

She also knew that a dancer’s 
career, like an athlete’s, was inse- 
cure and short. An advertisement 
in the same issue of the magazine 
offered lessons by the “première 
danseuse” to “a limited number 
of pupils”. That humble ad pro- 
duced few replies. But teaching 
was in her blood, and later she 
was to teach the English how to 
produce world-class dancers, to 
give them security, and in the pro- 
cess make English ballet an important part of Britain’s vast and 
successful culture industry. 

The nation was grateful. She was eventually appointed a 
dame, the female equivalent of a knight, and received the rarer 
honours of Order of Merit and Companion of Honour. Dame Ni- 
nette would sometimes become bored with overpraise, and 
would insist that building a ballet company was a team effort. Of 
course it was. But she also knew that, without her, in the tempera- 
mental and jealous world of dancing the team would have come 
apart, if indeed it ever got going. She was special. 


The young swan 
“Mother Goose” was, in its way, one high point in her career. She 
had started out as a professional dancer at the age of 14 in a group 
called “The Wonder Children”. Her speciality was enacting “The 
Dying Swan”, in the style of Anna Pavlova, the greatest ballerina of 
her time. Every day she performed she made ten solo appearances. 
“I think that Ican boast of having danced on every old pier theatre 
in England,” she said. 

But in the 1920s there was some real ballet in Britain, rather 
than novelty turns. It was principally provided by visiting compa- 
nies from continental Europe. The best known, the Ballets Russes, 





Ninette de Valois, mistress of the ballet, 
died on March 8th, aged 102 


was run by Sergei Diaghilev, a 
Russian based in Paris. Its innova- 
tive productions had music by 
Stravinsky and sets by Picasso. 
The young Ninette (or Edris) took 
lessons in classical dance and was 
with the Diaghilev company for 
two years, taking demanding solo 
parts despite recurring pain from 
polio she had contracted as a 
child. When she left in 1925 she re- 
solved “with passionate feeling” 
that England should have a simi- 
lar company offering “the dignity 
of the dance in the theatre as an 
art form”. 

She set out to create a ballet 
company and a school to provide 
its dancers. Her first establish- 
ment was proudly called the 
Academy of Choreographic Art. 
She had few material resources 
but many friends who happily 
yielded to her persuasive ways. 
Maynard Keynes, whose wife 
Lydia was a dancer, was per- 
suaded to divert his attention 
from Britain’s economic pro- 
blems to help raise money. On at 
least one occasion Keynes got 
economists who were attending a 
conference in London to pay for a 
performance by Ninette’s dan- 
cers. Her personal wellbeing was 
secure: she was married to a doc- 
tor who practised in Barnes, a 
London suburb. 

Along with much of British 
culture, ballet prospered in the 
second world war and in the early 
post-war years. Laurence Olivier was emerging as the greatest of 
Shakespearean players. British films were judged to be the best in 
the world. Orwell, Priestley and Waugh gave stature to popular 
reading. There were packed houses for Dame Ninette’s produc- 
tions, some of them choreographed by herself and with home- 
grown stars such as Margot Fonteyn. Many of her ballets were 
imaginatively exciting, not just pretty girls and sugary music. 

Royalty likes to be associated with success, and her company 
had become the Royal Ballet and her school the Royal Ballet 
School. Much of the culture was subsidised by the state, as it is 
now, and no one seemed to mind. Culture was something the Brit- 
ish had done well, like fighting the war. And in any case it attracted 
the tourist millions, and had kudos as an export. Australia, New 
Zealand and South Africa are among the countries that have ballet 
companies that owe something to encouragement from Dame Ni- 
nette. She established a national ballet in Turkey, remarking that it 
was the firstin mainland Europe to have English foundations. “Ev- 
eryone knows that if you want to see really beautiful footwork, go 
to England,” she said. 

She formally retired as head of the Royal Ballet when she was 
65, which was probably too early. During her next 37 years she 
wrote poems. A line in one is, “Don’t fade too soon.” 
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COURSES 





Templeton College | University of Oxford 


‘Action is eloquence’ 


William Shakespeare 


The Oxford Advanced Management Programme 


17 June — 14 July 2001 | 30 September — 27 October 2001 
16 June — 13 July 2002 | 6 October — 7 November 2002 


World Views | Individual Focus 


The Oxford Advanced Management Programme offers senior 
executives a breadth and focus unique among management 
development programmes. Designed around three segments — 
concepts, contexts and competencies — it enables business 
leaders to examine critical issues at a global and individual level. 


The programme presents powerful insights into a rapidly changing 

business world; insights enhanced by the geographical and cultural The Oxford Advanced Management Programme provides 
diversity of its participants. Opportunities and challenges are explored a toolkit of resources which will sustain fast-track careers 
within the wider contexts of science, economics and politics, in in a world where change is the only constant. 


discussions led by some of Oxford University’s world-renowned 
experts in these fields. 


Sessions build on the traditions of Oxford’s educational philosophy. 
Designed to support individual learning styles, these include case 
studies, simulations and group presentations. Individual tutorials 
allow participants to set their own agenda in one-to-one discussions 
with carefully matched tutors from Templeton’s faculty. 


The programme is fully residential and the College’s self-contained 
environment — Templeton is set in its own wooded parkland just 
outside the City of Oxford — offers an ideal location for learning 
and reflection away from distractions. 


Name Job title 


For further information, 
please visit 
www.templeton.ox.ac.uk/amp 
or return to: 


Dorothy Cooke 

Templeton College, 

University of Oxford 

Oxford OX1 5NY, England 

Tel +44 (0)1865 422771 

Fax +44 (0)1865 422501 

Email amp@templeton.oxford.ac.uk 


Company 





Address 





Zip/ Postcode 





Fax 


Email 





Templeton College| University of Oxford 
www.templeton.ox.ac.uk/amp 
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Don’t be taken in by appearances, you will need it, you'll have to use your strengths. All of them. 
at least 13 months to fully understand this formula. This way, by raising your specific qualities to their 
And studying hard is not enough: SDA Bocconi full potential, you will learn to work by enjoying 
MBA is also a school of life. If you want to make yourself. A forma mentis that will last a lifetime. 


The brochure and application forms can be downloaded from our website: 


www.sdabocconi.it 
E-mail: MBA@sdabocconi.it zN SDA BOCCONI l 
Tel. ++39-025836.3125/6605 - Fax ++39-025836.3293 Bocconi University Shool of Management ; 


vourselt 


For further information contact us: M B A P ro g rammes 


Tel: +44 (0) 20 7477 8607/8 





At City University Business School we believe an MBA is an investment. 





Email: cubs-postgrad@city.ac.uk Our City of London location will put you at the heart of one of the world's most prestigious 
business centres, where the networking opportunities are unmatched. 
City University Business School While you receive a broad base of interpersonal skills, you can also major in: 
Frobisher Crescent * General Management 
Barbican Centre . Finance 
London EC2Y 8HB * Management of Technology & E-Commerce 
United Kingdom * International Business 





it all adds up to an opportunity that will make a difference to your future career. 


Information sessions on our Full and Part-time MBAs will be held at City University 
Business School on the following dates: 


* Wednesday 28 March 2001 (PT) 
* Tuesday 1 May 2001 (FT) 

+ Wednesday 2 May 2001 (PT) 

* Tuesday 29 May 2001 (PT) 


City University The University for business 
C I T Y Business School and the professione 
= London 
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ENEVA 2001 


During the past two decades, the FAME-ICMB 
Executive Courses in Finance have become the 
benchmark for executive training in asset 
allocation, risk management, forecasting and 
quantitative analysis. 


FAME-ICMB 
IN FINANCE 


EXECUTIVE COURSES 


The emphasis on practical applications and our 
renowned international faculty ensure that 
participants build skills that are directly 
applicable to their daily work environment. 


Didier Cossin April 30 ~ May 
CREDIT RISK PRICING, MANAGEMENT) AND THE USE 
OF CREDIT DERIVATIVES 


G, Andrew Karolyi May 14-18 
EQUITY PORTFOLIO MANAGEMENT 


Francis X. Diebold May 21-25 
ESTIMATING AND FORECASTING FINANCIAL MARKET 
VOLATILITY AND CORRELATION 


Yacine Ait-Sahalia June 1 15 
INTEREST-RATE MODELS: THEORY AND PRACTICAL 
APPLICATIONS 


Paul Embrechts dune 18 ~ 22 
MODELING EXTREMES AND DEPENDENCE IN FINANCE 
AND INSURANCE 


Salih Neftci August 13 ~ 17 
FINANCIAL ENGINEERING WITH JAVA AND C++ 


Kevin Wilson August 20 -~ 24 
SHAREHOLDER VALUATION AND Y SECURIT IES ANALYSIS 


Francis X. Diebold August 27 ~ 31 
FINANCIAL ECONOMETRICS AND FORECASTING 


Richard Levich September 3-7 
EXCHANGE-RATE ECONOMICS AND FORECASTING 


Stephen Schaefer September 1O- 14 
MODERN FIXED INCOME MARKETS: 

RELATIVE VALUE, ARBITRAGE, PORTFOLIO AND 
RISK MANAGEMENT 


Philippe Jorion September 17-21 
GLOBAL ASSET ALLOCATION 


Russ Wermers September 24 ~ 28 
PERFORMANCE EVALUATION AND ATTRIBUTION 


René Stulz October 1 ~ 5 
INTEGRATED RISK MANAGEMENT 


Salih Neftci October 8 ~ 12 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


David Cox October 29 — November 2 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 


NIRRNATIYNAL CENTER POR 
FRANCIA, ASSET MANACEMENT AND ENGINEERING 


For more information, please contact: 

Fabienne Scagliola or Béatrice Candolfi 
FAME-ICMB 

Av. Blanc 49, 1202 Geneva, Switzerland 

Tel: +41-22/731 95 55 Fax: +41-22/731 95 75 
E-mail: geneva-courses@fame.ch 

URL:  www-fame.ch/executive-education/geneva 
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Masters in Finance 


London Business School's specialist Masters in Finance 
programme is taught by the School's internationally 
renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 

The programme is rigorous, practical and career- — 
orientated. It can be completed in ten months of full-time 
study or in two years of part-time (mainly evening) 
attendance at the school. To find out more, come to an 
information session: 

Information about our MBA and Sloan programmes will also be available 


at all sessions. 


Buenos Aires London 

Monday 26 March, 7.30pm Thursday 5 April, 6.15pm 
Alvear Palace Hotel London Business Schoo! 

Av. Alvear 1891 Sussex Place, Regent's Park, NWI 


Santiago London 

Tuesday 27 March, 7.30pm Tuesday 15 May, 6.15pm 
Hotel Carrera, Teatinos 180 London Business School 
Sao Paulo Sussex Place, Regent's Park, NWL 


Wednesday 28 March, 7.30pm London 
he Renaissance Hotel Wednesday 13 June, 6.15pm 

Alameda Santos, 2233 London Business School 
Cerqueira Cesar Sussex Place, Regent's Park, NWI 


Sussex Place 


Regent's Park London 


London NW1 4SA 


Tel: +44 (0)20 7706 6840 Busi ness 
Fax: +44 (0)20 7723 1788 
ee School 


email: mifinfo@london.edu 


www.london.edu 





MBA; [__Ifull-time [_lpart-time Sloan Masters a. 
MriMs. First Name 


Family Name.. 
Job Title 





London Business School exists to advance learning and research in baal a and management 





ESSEC 


MBA 


INTERNATIONAL 
LUXURY BRAND 
MANAGEMENT 


Tie THE BUSIN 
hae FOR FIN 









Great brands need 
great managers. 
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To move ahead in the Luxury and Prestige 
industry, the ESSEC MBA in International Luxury 
Brand Management offers the world’s only 
executive programme to groom tomorrow’s top 
managers in the field. 


e ESSEC, the first European Business School to be 
accredited by the AACSB - The International 
Association for Management Education, 
organises this 11-month programme 
(taught in English) at the very hub of the 


r + t i 
world’s luxury sector - in France. Tele 94a (0M8 991 8239 


3 ; 2 Fax: +44 (0)118 931 4744 
* This unique programme is endorsed by 50 


leading luxury brands. 


e Participants benefit from individual coaching 
and counselling from a personal Mentor - a top 





executive with one of the partner companies. 


Macroeconomic Policy 
to international professionals from all sectors. G lobal Finance 


e For more information, contact Nadine Rousset: 
el. : 33 (0) 1 34 43 32 24 - fax : 33 (0) 1 34 43 32 20 


e This exclusive course at ESSEC in Paris is open 





Programs designed for executives, analysts, and policy makers 


e Interested candidates are invited to meet the in both the private and public sectors who are involved with 
, ; macroeconomics and financial sector issues. 
MBA staff at the following times and places: 
- New York on March 25, 2001 - The Delmonico 


Hotel, 502 Park Avenue, New York City - at 6 pm. 


Macroeconomic Policy and Management 
June 25-July 20, 2001 


as 
ote 


The Global Financial System: Structure, Crises, and Reform 
July 23-August 3, 2001 
ESSEC 
ACTING FIRST 






For more information about these programs and others, please contact: 
Enrollment Services 
Tel: (617) 496-0484, ext. 209 





www.essec.fr mba-luxury @essec. fr 





À First European business school to be accredited by AACSB - Fax: (617) 495-3090 
2% The International Association for Management Education. Email: KSG_Execkd@Hor vard.edu 
Kindly register for one of these events through our web site, under “news and events”. Internet: hitp:/, j www.execprog.org 


ESSEC BUSINESS SCHOOL, PRIVATE INSTITUTION OF HIGHER EDUCATION, HARVARD UNIVERSITY 
AFFILIATED TO THE CHAMBER OF COMMERCE AND INDUSTRY OF VERSAILLES VAL DOISE ~ YVELINES i ; za SURT, 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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proven 


Contact quoting HWA/0303: tel, +44 (0)1704 508 301, or 
e-mail: hwattmba@ftknowledge.com 


www.hwmba.edu 


BUSINESS 
A Ea 


in Université Libre de Bruxelles 


Situated in the heart of Europe, Solvay 
Business School has been synonymous 
with excellence in business education 
for over a century. 








In an intensive one-year programme 
in English, the Master of Business 
Administration provides training in 


For more information: 
Solvay | 4 i 7 
Business School international management skills using a 
Université Libre hands-on curriculum. 
de Bruxelles 
Av. F D Roosevelt.21 Students may customise their 


CP-J45/1 

* B 1050 Brussels, 
Belgium 

Tel: +32 2 680 41 83 é : . 

Fax: 432 26504; 99 Courses, in English, are given by a truly 


e-mail: mba@utb.acbe international faculty. 


programme and specialise in European 
Management. 


www.ulb.ac.be/soco/solvay/mbz 
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International 
MBA in Paris 


Entirely in English, our |2-month full-time MBA is an unusually 
multicultural experience, with over 20 nationalities on the student body. 
Designed for experienced participants, it combines core courses in Paris 
with a wide range of electives and international seminars. 
AMBA and EQUIS accredited. 
ESCP-EAP MBAs lead to senior positions worldwide: join the network 
of 19,000 ESCP-EAP graduates working in 65 countries. 


Next Session - January 2002 
www.escp-eap.net 


Contact MBA Admissions: mba@esep-eap.net - +33 1 4923 2759 
79 avenue de la République - 75011 Paris 


ESCP-EAP 





As a European leader in education and research, Maastricht University 
is famous for its unique small-scale and self motivating approach 

to teaching (problem-based learning) and its high level o 
internationalisation, In the national education surveys, 

Maastricht is consistently listed in the top ranks. 


The Faculty of Economics and Business Administration has developed a 
part-time Executive MBA Program which reflects two important aspects 
of the current business climate: Globalization of Markets and Electronic 
Business and Commmerce. The Maastricht Executive MBA Program aims 
to prepare managers for future success in a rapidly evolving and highly 
competitive global business environment where continued innovation is 
crucial to productivity and growth. 


The Maastricht Executive MBA Program curriculum consists of three 
tracks: General Management, Financial Management and E-Commerce 
and Marketing. The program is designed to be completed in 24 months 
and lectures and classes are conveniently paced and are conducted each 
week on Fridays and Saturdays. Our MBA exchange program with a 
leading US business school adds considerable value to the curriculum. 


For more information, please visit our website: www.mba.unimaas.nl, 
or contact Dr. Charles Pahud de Mortanges (c.pahud@mw.unimaas.n)), 
or Prof. Dr. Willem Verschoor (wverschoor@berfin.unimaas.nl) 


Universiteit Maastricht 

Faculty of Economics and Business Administration 
Executive MBA Program Office 

PO. Box 616, 6200 MDMaastricht, The Netherlands 
Tel: +31-(0)43-388 3220, Fax: +31-(0)43-388 4970 























UNIVERSITY OF KENT 
AT CANTERBURY REEE 


THE LONDON CENTRE OF 
INTERNATIONAL RELATIONS 


Offers the following postgraduate 
studies January and September 
Admission - Full-time and Part- 
time study. 


MA in International Conflict 
Analysis ESRC Scholarship 
available 

MA in International Relations 
and European Studies 

MA in International 

Relations 

MPhil and PhD 


For further details please 
contact: 


LCIR 
(University of Kent) 
11 Kingsway London. 

WC2B 6YE, UK. 

Telephone: 

+44 (0)20 7565 6826 
Fax: 
+44 (0)20 7565 6827 
E-mail 
LCIR @uke.acwuk 
Excellence in Higher 
Education at Britain's 
European University 


Kingston, Ontario 
Canada 


Tel: +1 613 533 6556 





July 16 - August 3, 2001 


Program on Financial Institutions for 
Private Enterprise Growth 


Dr. Hatice Jenkins, Program Director 
A market-oriented approach to financing micro, 
small and medium enterprises; financial instruments, operational 
techniques and policy framework 


Contact: Director, JDinternational 
Queen's University, Kingston, Ontario, Canada K7L 3N6 
Fax: +1613 533 6895 Email: director@queensjdiexec.comn 
For this and other programs visit www.queensjdiexec.com 





es ve 8to9 study periods 


tion and international reservations : 
International : Tel. : #32 {0) 87 79 11 22 
Fax : +32 (0) 87 79 11 88 
E-mail : Customer@ceran.be 


http://www.ceran.com 





: DEGR 

N ON YOUR SCHED 
$u a D. Many fields, No classes. 

NO COST evaluation! Send resume. 
6400 UPTOWN BLVD NE « SUITE 398-W 
Dept. 34 ' ALBUQ., NM 87110-USA 
7 34@centuryuniversity.edu 
1-800-240-6757 
ONLINE OPTIONS 


COMPUTATIONAL 
FINANCE 


apply mow for Fall 2001! 
www.cse.ogi.edu/CompFin/ 





ADULTS, EARN YOUR 


DEGREE AT HOME IN 
JUST ONE YEAR! 


low tuition-Bachelor, Master, Ph.D 
in most fields - No exams, no classes- 
A WIU Instructor will help with your 
studies. Students in 112 countries 
and 36 states. No cost catalog send 
postal address: Student Comm. Ctr. 
144 Ivy Lane, King of Prussia, PA 
19406 - USA, FAX: 610 205 0960, 
E-MAIL: admissions@washint.edu 
WEB SITE: www.washint.edu 



















John Deutsch | | 
International 
Executive Programs 














by a variety of socic 


v Highly qualified instr 
in their mother tongu 


v Courses for all levels 





v Private programmes and/or pe 
group programmes (s students maximum) 














Founded in 1823 and 
based in Bloomsbury, 
Birkbeck has the highest 
proportion of research 
-active staff of any 
university in London 


; UNIVERSITY OF 





Postgraduate evening study in 


Management and Economics 


Department of Management 


MSc and Master of Research (MRes) degrees in: 
® International Business 

® Management & Organizational Behaviour 

+ Management in the Public Sector 

* Corporate Governance & Ethics 

è The Business of Football 

+ Business Strategy, Politics & the Environment 
1 year full-time or 2 years part-time 


Master's courses; postgrad@mbs.bbk.ac.uk 
PhD programme: c.caldwell@bbk.ac.uk 
www.bbk.ac.uk/manop/man/ 


Birkbeck and ESRC studentships are available. 


Department of Economics 


@ MSc Economics 
® MSc Finance 
1 year full-time or 2 years part-time 


+ Postgraduate Certificate in Economics or Finance 


Conversion courses for graduates from disciplines other than 


economics or finance. 
1 year part-time 


+ MPhil/PhD programme 


courses@econ.bbk.ac.uk 
www.econ.bbk.ac.uk 


Pg Dip/MSc E-Commerce 


1 year full-time or 2 years part-time 
www.ecommerce-london.org 


Further details and application forms from the Registry, 


tel. 0845 601 0174, admissions@bbk.ac.uk 
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LONDON 


































Recognized as the world’s most 
flexible Distance Learning MBA or 
DBA/Ph.D. No bachelors degree 
required for the MBA (or Master's 
for DBA) if you have significant 
work experience. No time limits, 
minimum or maximum. MBA 
usually takes one year, DBA two, 
Transfer students welcome. 
No required courses. You will not have to study material you already 
know or do not need. No exams, instead you write papers. Learn from 
successful business leaders/authors (many are millionaires). 
Faculty members wanted. 
Rushmore University, Dakota Dunes, SD USA / 605-232-6037 

ec@rushmore.edu www.distancemba.com 


NEXT STOP 


ON YOUR WAY 
TO THE TOP | 


HEC Lausanne offers Masters Programs in: 
















Business Administration (MBA) 
Economics (MSE) | 
Business Information Systems (MB) i 
International Management (MIM) 

Banking and Finance (MBF) 

Management of Technology (MOT) 
Postgraduate Diploma in Health Economics 
and Administration 


























If the next step in your career | 
needs a postgraduate qualification, i 
only HEC Lausanne offers you: 


a Limited number of participants | é ni S 

a Modern campus with state-of-the-art facilities | University 
@ A multilingual environment of Surrey 
@ International faculty 


@ Excellent reputation 
(Rated no $ Unicest Der Sptegel Europa 5/98) 


a Affordable faes 
w Wonderful location 










L 


SeMS -~ the widest choice of MBA study modes, 
including Virtual (with no attendance requirement), 


Offering unparalleled quality, outstanding teaching, a world- 
class research base and a thriving postgraduate community. 




















For more information go to: 


www.hec.unil.ch 


ii 


LANSARE 









Hautes Etudes Commerciales of the University of Lausanne 
BFSH 1 Tel: 4121692 33 00 
CH «1015 Lausanne Fax: At 21692 33 05 












Amsterdam 
CG Institute of Finance 
























Next information session in our premises: 
Thursday, March 29° 2001 at 6.30 p.m. 


For information, please visit our Web site or contact us directly. 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +3 1-20-5200160 - fax: +31-20-5200161 
e-mail: info@ait.nl - internet: www.aifnl 


in cooperation with the faculty of 
Extend your global reach 
| your g | INSEAD 
| MBA | Upcoming Courses 2001 
| 
{ 
mA oP a s Advanced Valuation Topics 
| EN ¢ 
| Ah uel = ier oa ene? | - Real Options (April 5 - 7) 
| | - Valuing Commercial Banks (April 9 - 10) 
| | Advanced Financial Statement Analysis (May 14 - 16) i 
| © AMBA Accredited Degree. | Financial Restructuring - Going Public (May 28 - June 1) 
| i Portfolio Management 
| @ An intensive nine-month bilingual program (French/English). ~ Global Asset Allocation (May 28 - 31) | 
l | - Fixed income Investment {June 5- 8) | 
| : x n ‘ : | - Equity Investment (June [1 - 15) 
| ® The leading school in Political Science and Economics, | a Redl Estate (a festmEn (june 18 - 19) 
| founded in 1871. | Asset Securitization (june 20 - 22) 
| © A distinguished international faculty. Co es (ne :25:-29) 
| l | Foundations of Finance (July 5 - 27) 
e @ An urban campus in the heart of Paris. | | Behavioral Finance (uly 16 - 18) 
| | 
| = 
| O] 
| | 
| | 


174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél: + 33 4 45 44 - Fax: +33 1 45 44 88 92 


Website : http ; /mba.sciences-pa.fr - E-Mall : mb: 
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SCHOOL OF 
TROPICAL 


LONDON SCHOOL OF HYGIENE 
eal LIVERPOOL & TROPICAL MEDICINE 
(bx | 
RaT MEDICINE 


MALARIA CONSORTIUM (THE CONSORTIUM) 


The Malaria Consortium is a joint venture of the Liverpool School of Tropical Medicine and London School of Hygiene & 
Tropical Medicine. It receives core support from the UK Department for International Development (DFID). The Malaria 
Consortium’s purpose is to support DFID and its international and national partners and malaria endemic countries to 
develop appropriate policies and strategies to control malaria among the poorest people, and to support effective and 
co-ordinated implementation. The Malaria Consortium is expanding its programme of work and seeks five people to take 
forward key areas: 


Malaria Consortium Manager Ref MC-MCM 


You will be responsible to the Director for overall management and business planning for the Consortium in both Schools. 
Developing management capacity of the Consortium will be an important part of the job, and you may also provide 
management advice to malaria control partners. You should have at least 10 years management experience, 5 years at a 
senior level, A joint appointment between the two schools. London based. 


Human Resource & Institutional Development Co-ordinator Ref MC-HRD 


You will develop the Consortium’s strategy for support to malaria control partners on human resource development (HRD) 
and institutional development (ID). You will provide technical advice to Roll Back Malaria partners at national. and 
international level on HRD and ID, and support for implementation of plans. You should have at least 10 years’ experience 
of HRD and ID, at least 5 years in a field relevant to health and 3 years in developing countries. London based. 


Consultancy Services Manager Ref MC-LCSM 


You will continue to develop, manage and monitor the Malaria Consortium's consultancy work. This will involve 

establishing and running new arrangements for managing consultancy contracts, developing the consultancy business, 

negotiating with clients and consultants, and quality assurance of the consultancy service. You should have at least 6 

years’ experience in management and administration, including financial management, and at least 3 years’ experience of 

consultancy management or similar project management operations. Liverpool based and attached to Liverpool 
` Associates in Tropical Health. 


Strategy and Policy Co-ordinator Ref MC-SPC 


You will help develop the Malaria Consortium’s role as a provider of strategic planning and policy support to Roll Back 
Malaria partners at international and national level, and provide technical advice on policy implementation. You will advise 
on strategic investment in malaria control in the context of wider health and public sector reform. You should have at least 
10 years’ experience in public health policy and implementation, at least 3 years of this in tropical public health, A sound 
knowledge of health systems is essential. London based. 


Knowledge and Communications Co-ordinator Ref MC-LKCC 


You will develop and implement a strategy for the Consortium’s knowledge gathering, synthesis and communications 
activities and set up and manage its Knowledge and Communications Centre. You will also provide technical advice to the 
Consortium and its partners on knowledge gathering, synthesis and communications. You should have at least 6 years’ 
experience of designing and running health information services. Excellent communication skills and a track record of using 
a variety of communication media are essential, as are sound IT and database management skills. Liverpool based. 


Further information and details on how to apply are available from: 


For London based posts: The Personnel Office, London School of Hygiene and Tropical Medicine, Keppel Street, London 
WCI1E 7HT (tel: 020.7927 2203; fax: 020 7636 4771; email: personnel@Ishtm.ac.uk). 


For Liverpool based posts: The Personnel Office, Liverpool School of Tropical Medicine, Pembroke Place, Liverpool 
L3 5QA (tel: 0151 708 9393; fax: 0151 708 8733; email: emt@liv.ac.uk). 


Please quote relevant reference number. Closing date: 17 April 2001. 


Information about the two schools and their malaria work can be found at http://www.lshtm.ac.uk and 
http://www. liverpool.ac.uk/Istm : 


The London School of Hygiene & Tropical Medicine is an equal opportunities employer 
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FRAMEWORK CONVENTION ON CLIMATE CHANGE - Secretariat 
CONVENTION - CADRE SUR LES CHANGEMENTS CLIMATIQUES - Secrétariat 


Main responsibilities 
Under the delegated authority of the Executive Secretary, and the direct supervision of the Deputy 
Executive Secretary, the incumbent is responsible for the administration of the UNFCCC 
Secretariat, in accordance with UN/UNFCCC rules. The incumbent provides leadership in the 
interpretation and application of these rules, and in the provision of financial, budget, human 
resources, and general administrative services, in an open and transparent manner. 


Qualifications and experience 
Advanced university degree. in public or business administration, or the equivalent in training 
and on-the-job experience: 
Extensive professional experience in senior executive positions, including several years of 
exposure to, or proven familiarity with, the requirements of the work and activities of the UN 
and other international organizations in the field of administration: 
Excellent command of written and spoken English and command of another UN working 
language. Knowledge of German would be an asset. 


Competencies 
The successful candidate should be able to demonstrate the following competencies: 
Manage, tead and motivate teams in a multicultural environment, 
Anteipate, design and direct processes of change at the substantive and management levels 
within international institutions: 
Shape and communicate his or her ideas effectively and persuasively, orally and in writing; 
negotiate with and engage critical stakeholders in common work, prove: 
Share relevant information in an open manner and promote tearisparenc 
‘Translate strategy into sustainable action, through effective planning, prioritizing, and 
implementation processes, 


Terms and conditions 
The post, based in Bonn, Germany, is at grade D-E commen to the UN system, with a starting base 
salary equivalent to USS72.407 (without dependants) $978,334 (swith dependants) plus a post 
adjustment, at present US$4779 (without dependants) or 3170 (with dependants), exempt from all 
taxation and, in addition, an international benefits package, Expected date for entry on duty: | June 2001 


To apply 
Address a detailed CV in English, including date of birth, nationality and gender to: 
Human Resources Unit (Recruitment) of the UNFCCC Secretariat, by fax to (49-228) 815-1999, 
by email to vacancies @unfeec.int, or by mail to PO. Box 260124 D-53175 Bonn, Germany, 
no later than 19 April 2001, quoting Vacancy Announcement Number VAOL/E002, 


DIRECTOR (PROFESS 





Centre for Management under Regulation 


A Director is sought for the Centre for Management under Regulation (CMuR) 
within Warwick Business School. You will possess a higher degree in a relevant area, 
have a record of successful research experience, research management skills and 
dissemination of research results in this field of study. Familiarity with working with non 
academic organisations, and previous management experience would be advantageous. 

Established in 1995, the Centre undertakes research on the management of 
organisations in regulated environments and has an international reputation for its 
research. The Centre's area of expertise offers useful synergies with the five star rated 
research of Warwick Business School in private and public sector organisations and core 
funding for the Centre is provided by a consortium of privatised UK utilities. A suitably 
qualified candidate may be awarded a Professorial title. 

Salary on the Research Grade IV scale, minimum £37,493 per annum. 

Informal enquiries about the post may be made to Professor Paul Edwards, 
Warwick Business School, tel: 024 7652 4270 or e-mail: PK Edwards @ warwick.ac.uk 


Further particulars can be obtained from the 
Personnel Office, University of Warwick, Coventry CV4 7AL 
(tel: 024 7652 3627; e-mail: recruit @admin.warwick.ac.uk) and 
from jobs.ac.uk/jobfiles/AC1048.htm! Please quote reference 
31/R/OO/ECO. 


Closing date for applications is 6 April 2001. 


AWE 
oe ERs, , 


mammenn 


WARWICK = g o 
BUSINESS SCHOOL E 


ROER WARWICK 
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3% Schroder 


European 
Property Fund NV 





|[ECONOMIC-MARKET RESEARCHER/ECONOMIST| 





We are a leading quoted European property company investing in 
shopping centres in Italy, France and Scandinavia. We are looking for a 
recent graduate to assist in the economic and market research involved, 
in the strategic management and acquisition of shopping centres, The 
main aspects of the job will include feasibility studies, analysis of demand 
and supply factors, analysis of performance of retailers and development 
of a retailer database. This person will join our European team of 10 
people and will be supervised by the team's economist. Requirements for 
the job: 


Economics/Business or related degree with a statistical component. 
Fluent Italian or French 

One or two years experience in economic/market research, 
although suitable new graduates will be considered. 

Strong computer skills, especially spreadsheets. Database 
experience desirable, 

Strong analytical and research skills. 

Ability to collect and analyse data for business decision making. 

An interest in retail. Property experience not necessary. 

Interviews to be held early April. Please specify where you saw the 
advertisement. 





Please send full CV to: 
Dott. Michele Schiavi, 
Schroder European Property, 
4 Carlton Gardens, 
London SW1Y 5AB, 
England. 





Director of Global Content 


Lexis-Nexis, a leader in the online research industry, has an immediate need for a director to lead f 
efforts to determine and meet the information needs of customers in our worldwide markets, driving: F 
international market research and other activities with respect to news, financial, legal, and public | 
records content, Candidates should have detailed knowledge of business information needs and $ 
resources with respect to one or more international regions, demonstrated through record of success: 
as an information professional in a leadership position in a multinational corporation, as a fieensing 
professional involved with global B-to-B content, as a journalist with well-rounded experience 
researching and covering overseas business enterprises, or in an equivalent professional capacity. 7+ 
years experience; MBA, MLS, or law degree preferred. High-level oral and written communications 
skills, analytical skills, and diplomatic: skills, 





We offer a competitive salary anda comprehensive benefits package. Location is Mexible, Fax or e- 
mail resume with cover letter, specifying that you are applying for the “Global Content Director” 
position, to Human Resources, Fax: (1) 301-634-4033, e-mail: hrcis@ Lexis-Nexiscom. 


CONFERENCES 


Development Policy in Africa: Public and Private Perspectives 
(Centre for the Study of African Economies, Oxford University, 
29-31 March 2001) 


Conference for academic, government and private sector: 





Speakers include: Top 

* President of Botswana Africa’s Opportunities 

* Clare Short, DFID Capital Markets 

* Carlos Magarinos, UNIDO Industrial Development 

* Rubens Ricupero, UNCTAD Currency Markets 

* Paul Collier, World Bank Industrial Competitiveness 
Democracy and the Rule of Law 
Public/Private Interfaces 
Trade Liberalisation 


Fees: business -£940; academic £270,25/£188 


Enquiries to interculture, 103 Walton Street, Oxford OX2 GEB, 
tel 01865 514914, fax O1865 515315, 


email: csae.conference @economics.oxford.ac.uk/gen @ interculture.co.uk 
hap v/Avww.cane.ox.ac.uk/ 





103 











EUROPEAN AGENCY FOR RECONSTRUCTION 


The European Agency for Reconstruction with its Headquarters in Thessaloniki and Operational Centres in Belgrade, Pristina and Podgorica is the implementing body 
for reconstruction programmes funded by the European Union in the Federal Republic. of Yugoslavia. 


In view of the extension of our activities we are looking for experts (Temporary Agents), who 

@ © must have the citizenship of one of the Member States of the European Union, 

@ © are fluent in written and spoken English, 

@ = should have some experience in working in the Balkans and/or post-conflict or transition situations, 
and to whom we. offer a 18-months contract (with the possibility of renewal) and a competitive salary: 


1) INSTITUTION BUILDING EXPERT (Ref. No.: PRI 008/AT) 


“Tasks: 
The institution building expert, with particular experience in building reconstruction/rehabilitation, will work in our Operations Division in Pristina/Kosovo. S/he will 
provide. professional advice to the Agency on this part of the substantial EC assistance package for Kosovo. S/he will also be responsible for all the main phases of project 
design and implementation in this field, but will also be required to work as part of a wider multidisciplinary team. 


Specific tasks will include: 
Assessing needs and designing projects in this sector 
Drawing up terms of reference and tender specifications 
Participating in technical and financial evaluations of tenders 
Progress chasing and trouble shooting during project implementation (including field visits and inspections) 
Drafting reports and commenting on consultants’ reports 
Maintaining a dialogue with the authorities, beneficiaries and other donors active in this field. 


Job Profile: 
see general introduction. Furthermore, applicants need to be team players, who are able to work quickly against often tight time constraints, They will also need to be 
exible 2 and prepared to work in sometimes difficult conditions. 


Other specific requirements are: 
University degree or higher education certificate in Architecture /civil-engineering studies. 
Minimum of ten years relevant work experience, which should include work on the rehabilitation of public buildings. 
Proven track record in project management, project facilitator. 
Knowledge of procurement rules and procedures (knowledge of EC rules is requested), 


2) TWO IT EXPERTS/PROGRAMMERS (Ref. No.: BEL 013/AT and BEL 014/AT) 


Tasks: The: experts will work in Belgrade in the development team of the Agency's IT Unit. 


Job Profile: - see general introduction. Furthermore: 
> University degree ina job related field (BEL 013/AT) or minimum of five years of professional experience (BEL O14/AT) 
> Good experience in application development with Visual Basic and web applications 
2 Excellent knowledge of MS Visual Basic, ASP, MS SQL Server or Oracle, MS. Windows 2000 Operating Systems, JAVA, MS Visual Interdev and MS 
Internet Information Server. 


3) INTERNATIONAL PROCUREMENT EXPERT (Ref. No: PRI 009/AT) 


Tasks: 
The expert will work in an international team of lawyers and contract experts within the Agency’s Finance Division, Contract and Procurement Unit. S/he will be involved 
in the everyday work of the Agency’s reconstruction activities in procurement issues. The working place will be the Operational Centre of the Agency in Pristina, Kosovo. 


The specific tasks will involve direct action or assistance in: 

Administration of tendering procedures 

Advice on procurement and other related issues 

Management of tenders and organisation of evaluation committees 
Development, simplification and rationalisation of procurement procedures 
Deal with queries and complaints concerning tenders 

Publication of tender notices 


Job profile: sce general introduction above. Furthermore: 
University degree 
Minimum three (3) years experience in procurement 
Specialisation in procurement, public administration, FIDIC contracting conditions 
Good knowledge of the EC internal tender procedures would be advantageous 


Kaowledge of other European or local languages are also of advantage 


YY Yo YYYYYY 


see top of next page 
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bag The expert isa reliable and responsible personality and has to be able to work flexibly under demanding professional circumstances and in an 
international atmosphere. ` 
se The expert needs to be a team player while being independent and able to work autonomously 
z She/he will need to be able to work in difficult living and working conditions involving also travelling in the region. 


z 4) INTERNATIONAL LAWYER FOR PROCUREMENT AND CONTRACTS (Ref. No: BEL 015/AT) 


Tasks: 

The expert will work in an international team of lawyers and contract experts within the Agency's Finance Division, S/he will be involved in the everyday work of the 
Agency's reconstruction activities in procurement and contracting issues and will report to the respective Head of the Contracts and Procurement Unit. The tasks also 
comprise work on legal aspects of project planning and implementation. The working place will be one of the Operational Centers of the Agency in Serbia, Montenegro 
or Kosove (Belgrade, Podgorica or Pristina). 


The specific tasks will involve direct. action or assistance in: 
Preparation of contracts and solving of related problems 
Administration of tendering procedures, particularly publication of procurement notices, establishing tender dossiers, organisation of evaluation 
committees 
Participation in evaluation committees 
Development of guidelines and regulations for different contract types 
Advice to Project Managers on Tegal issues. 


Job Profile: sce general introduction. Furthermore: 
University degree in law 
Professional experience in contract law and public procurement 
Specialisation in EC institutional issues, public international law, public administration, FIDIC contracting conditions 
Good knowledge of the Community's tender procedures would be advantageous 
Knowledge of other European or local languages are also of advantage 
The expert is a reliable and responsible personality and has to be able to work flexibly under demanding professional circumstances and in an 
international atmosphere. 
The expert needs to be a team player while being independent and able to work autonomously 
She/he will need to be able to work ih difficult living and working conditions involving also travelling in the region. 








Applications including a detailed Curriculum Vitae and indicating the respective reference number should be sent by e-mail only and in English only to admn@eareuint 
The Agency is an equal opportunity employer and encourages applications from women, 
Applicants will be short-listed on the basis of their CV's and these will be invited for an interview. 


Deadline for the submission of applications: 01 April 2001. 


Institute of 
Social Studies 


rH tana fe da WAGENINGEN UNIVERBITY 
The Hague, The Netherlands vrije Universiteit amsterdam ; 


In a joint effort, three distinguished academic institutions in The Netherlands offer a new 


MSc. in Development Economics 


This new programme draws on current research to provide an appropriate blend of advanced academic knowledge and _ 
applied skills that are essential to analyse and tackle the complex issues facing a developing world. 


The internationally experienced staff have extensive research and field experience in developing and transition 
countries. 


Intensive course work, hands-on computer assignments, workshops, seminars and a research paper equip students 
with the knowledge and tools required to become accomplished analysts. 


The programme is suitable for students who have a bachelor’s degree in Economics (or a related discipline) and 
who seek a career in international companies and organisations, government, and NGOs. The programme starts in 
January 2002 and runs for 12 months. 


The tuition fee is Euro 10,000. Current living expenses in the Netherlands a 
are approximately Euro 950 a month. Programme Administrator 


Assistance in attaining fellowships or finding funding can be provided. oe Gf a iad 


P.O. Box 29776 
To apply or for further wry | qe Ne 
information please contact igi j rer eect Tel: +31 70 426 0460 


us via one of the following: Fax: +31 70 426 0799 
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Director of the Institute 
(Professorial) 
(01/A131B) 


To establish and to provide the strategic leadership for the 
new Institute, 

The successful candidate must have an outstanding record of 
recent research and publication of international quality in the 
field of governance or public policy as well as evidence of 
successful grant applications for research in this area. S/he will 
have successful experience of administration at a senior level 
and of liaison with government and public service. At least 
five years’ work in a university, research experience in a 
European or international context, including in a policy centre, 
and experience of budgetary responsibility would be 
desirable. A primary or higher degree in a discipline relevant 
to the remit of the Institute is essential and a PhD in a field 
related to research in governance or public policy is desirable. 
The post offers an exciting opportunity to shape from its 
beginning a unit that will be at the cutting edge of 
international research in an increasingly important area and will 
play a major role in Northern Ireland's developing governance 
and policy formation. 

Salary will be negotiable within the Professorial Range 
(Minimum £37,493). 


Assistant Director 
(Readership/Senior Lecturer) 
(01/K154B) 


To assist in establishing the new Institute and to provide 
academic and managerial support for the Director. The 
successful candidate must have a record of recent research 
and publication of international quality in the area of 
governance or public policy as well as evidence of successful 
research grant applications in this area. S/he will have 
successful experience of administration and of liaison with 
government and public service at a senior level. At least five 


Institute of Governance, Public Policy and Social Research 
Following the award of funding in excess of £5 million from the Government's Support Programme for University 
Research (SPUR) the University is seeking to establish a new Institute of Governance, Public Policy and, Social: 
Research. Based in the Faculty of Legal, Social & Educational Sciences, and contained within its own premises, the 
Institute is intended to act as a major focal point bringing together both researchers and practitioners in the field of 
governance and public policy. In this task the permanent Director and staff of the Institute will draw on the 
existing research strengths of four constituent Schools of the Faculty - European Studies, Law, Politics and Sociology 
- as well as other researchers from Queen's, universities throughout the world and the wider policy community. 


The following posts are available for immediate appointment: 


years’ work in a university, research in a European or 
international context, including in a policy centre, some 
experience of budgetary responsibility and of teaching at 
tertiary level would be desirable. A primary or higher degree 
in a discipline relevant to the remit of the Institute is 
essential and a PhD in a field related to research in 
governance or public policy is desirable. 


This postholder will play a central role in the design and 
bringing to fruition of the Institute’s programmes. It is 
envisaged that the person appointed may have substantial 
responsibility for developing key areas such as research 
funding initiatives, postgraduate teaching and international 
institutional links. 


Salary Scale: £32,511 - £36,741 per anuum. 


The closing date for the above posts is 5.00 pm, 
Friday 20 April 2001. 


Further information including details of the specific requirements 
for each post will be available from the Personnel Department at 
the address below. 


The Institute also has the following posts available: 


Research Fellowships (3 Posts) 
Senior Social Survey Officers (2 Posts) 
PhD Scholarships (8 Studentships) 


Full details of these positions are available on www.qub.ac.uk/jobs 


Further information on the Institute may be found at 
www.governance.qub.ac.uk 


The University is committed to equal opportunities and to selection on 
merit. It therefore welcomes applications from all sections of society. 


Queen's University Belfast 
Personnel Office, BT7 INN. 
Tel (028) 90273044 or 
(028) 90273854 
{answering machine) or 
Fax (028) 90324944 or 
e-mail on personnel@qub.ac.uk 






Queens University 
Belfast 
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COLLABORATION & OWNERSHIP 
IN THE DIGITAL ECONOMY 


An International Conference about intellectual capital, copyright,’ 
copyleft and the public domain in the age of digital networks. 
with Richard M Stallman, Bob Young, Bruce Perens, Geert Lovink, 
Glyn Moody, Bill Cornish, Marilyn Strathern & many others ~ 


QUEENS’ COLLEGE, CAMBRIDGE UNIVERSITY 4-6 APRIL 2001 
see www.cl.cam.ac.uk/CODE for full details 
















oF Techassist Consultores 
-| CONSULTANTS FOR DEVELOPING. COUNTRIES 


-TECHASSIST, an international consulting firm. is currently seeking 

“international consultants to undertake long-term: and short-term field- 
based assignments as project managers, administrators, specialised 
consultants and technical-level experts. 





Candidates must demonstrate experierice in the following areas: 
EDUCATION & VOCATIONAL TRAINING, HEALTH, INSTITUTIONAL 
STRENGTHENING, BUSINESS DEVELOPMENT SERVICES. 


Applicants should have more than eight years experience in their 
professional field. Direct and relevant experience in project implementation 
in developing countries in Latin America, Africa, Eastern Europe or Asia 
is essential. Experience in projects funded by the European Commission, 
multilateral development institutions (WB, IDB, AFDB, ADB) or UN Agencies 
would be highly valued. Please send applications to TECHASSIST S.L., 
(Madrid, Spain) by e-mail: consultores @ techassist.es 


Supported by ACE, Academia Europaea, Red Hat Center, Rockefeller 
Foundation, Daniel Langlois Foundation for Art, Science and 
Technology, East England Arts, Computer Laboratory Cambridge 
University & Intellectual Property Unit, Cambridge University 
































European 
investment 
Bank 


A career in the heart of Europe 


The EIB, the financial institution of the European Union is currently seeking for its Development Economics Advisory 
Service (DEAS) in Luxembourg a (m/f) 


Junior Economist 


Assigned to the Directorate General for Lending Operations, External Lending Directorate, the DEAS team 
of economists provides policy analysis and advice to the Bank’s long-term financial assistance to developing countries in 
most regions of the Gerd It offers a stimulating environment for anyone interested in development issues, with a particular 
emphasis on macroeconomics, financial sector development and project appraisal. 


A short or permanent appointment would be considered. 


Duties: © Assist in the preparation of reports and notes on macroeconomic conditions, financial sector and project 
analyses; ¢ Help to produce policy papers on matters affecting Bank operations; © Collect data, elaborate appropriate 
statistical tests and conduct the economic analysis of results; * Review the literature and existing work on relevant topics. 


Qualifications: * Degree in economics (at least MSc.) with emphasis on macroeconomics or development economics; 
* Good knowledge of standard applied quantitative methods and computer proficiency; è Some previous work experience, 
preferably in relevant areas of activity would be an asset; © Excellent knowledge of English or French and good command of 
the other language. Working knowledge of other Community languages woud be an advantage. 


Skills: e Analytical approach; * Team player with good interpersonal skills; + Ability to draft clearly and concisely; 
* Capable of working under pressure, 


Applicants must be nationals ef a Member State of the European Union. The EIB offers attractive terms of 
employment and remuneration with a wide range of benefits. The EIB is an Equal Opportunities Employer. 


Applications should include a cover letter quoting the relevant reference number and a curriculum vitae in 
English or French, together with a recent photograph, and be sent to: 


EUROPEAN INVESTMENT BANK, Staffing Division, Ref.: OPO1ECO02, 
L-2950 LUXEMBOURG. Fax + 352 4379 2545. E-mail: jobs@eib.org 


Applications will be treated in the strictest confidence. They will not be returned. 
Personal data are protected by Community Regulation. 
For further particulars about the EIB, its remits and how it operates, visit the EIB’s website: http://www.eib.org 


THE ECONOMIST MARCH 177TH 2001 107 





TRANSPORT ECONOMISTS AND PLANNERS 


A major international Consulting Firm requires a Transport Economist 
to be based either in their London or Beirut offices. Candidates should 
have a minimum of 7-year’s post qualification experience, preferably 
covering several modes of land, sea and air transport. In particular, 
candidates should be familiar with the standard analysis procedures 
that-typically are required to be used by international funding bodies, 
such as. the World Bank, for investment project appraisal. Specifically, 
candidates should have experience in using the HDM software 
package. Experience in financial analysis of transport operators would 
also be an advantage. 


A similar position also exists for one or more Transport Planners, who 
should be familiar with a broad range of traffic model type software, 
including detailed traffic simulation modelling. 


The positions involve inputting to or leading multi-disciplinary teams 
involved in planning and designing transport infrastructure, services 
and operations projects. The projects are mostly located in the Middle 
East, Africa, Central Asia and Europe and regular periods of travel 
should be envisaged. The ability to work in the French and/or Arabic 
languages would be an added asset. 


To apply, please send a full resume with current remuneration details 
to: The Personnel Manager, Dar Al Handasah Consultants, (Shair 
and Partners), Darpen House, 1 Citadel Place, Tinworth Street, 
London SEH SEF. 

Email: darlondon @darlondon.com 





DAR AL-HANDASAH 
EET | 


An equal opportunities employer 


DRI 


* 
Economists 
acroeconomic forecasting and analysis 


DRI (a division of Standard & Poor's) is seeking an economist 
with good econometric modelling skills to work in our Wimbledon 
office. The successful candidate will join the team that analyses 
and forecasts the Western European economies. The qualities 
needed are: 

e Economics degree. Masters would be advantageous. 

¢ Knowledge of individual economies and areas in Western Europe 
with particular attention to all issues affecting business and 
financial decisions. 

e Experience in using econometric packages and database 
management software. Knowledge of Eviews would be an 
advantage, but not a prerequisite. 

* Good writing and communication skills. Sound knowledge of 
Word and Excel. 


The remuneration package reflects the high quality of the 
individuals we are seeking. 


Please apply in writing, with an indication of salary expectations 
and full CV to: Howard Archer, Chief European Economist, 
Standard & Poor’s DRI, Wimbledon Bridge House, 

1 Hartfield Road, London SW19 3RU, U.K. 

Email: boward_archer@standardandpoors.com 


ey 


x 
A Division of The McGraw-Hill Companies 
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The World Food Programme (WFP) is the United 
Nations front-line. agency in the battle against 
global hunger. WFP is based in Rome, Italy. In 1999 
WFP provided assistance to about 89 million people 
in 82 countries. 


PUBLIC AFFAIRS OFFICERS P-3-P-4 


The World Food Programme is seeking dynamic individuals with 
proven track-records in international journalism and public 
information to be located in any of WFP offices world-wide. The 
positions entail developing an extensive media network, raising public 
awareness on WFP activities as well as travelling to crisis areas: 
Qualifications needed are a university degree or relevant professional 
experience, at least five to seven years proven experience in 
mainstream media or similar speciality, as well as an excellent 
command of English and a good working knowledge of a second UN 
official language. WFP, as part of the United Nations common system, 
offers competitive international salaries, benefits and allowances. 


Only candidates meeting the essential qualifications will be 
considered. Qualified female candidates are particularly encouraged 
to apply. Submit detailed resume (see guidelines for applicants = 
http://www.wfp.org/index.html) (including nationality, date of 
birth and gender) left justified (i.e. no centering), text only (i.e. no 
formatting ~ no graphics, no bullets, no lines. etc.) in English quoting 
RE-2001-Roster, by March 30, 2001 in one of the following ways: 





By e-mail to: B-Vacancy@wfp.org, copied to Vacancy@wip.org. 
The resume should be inserted in the message and not sent as 
an attachment, or 

Send the original resume (not photocopied) with a cover letter 
to: Team B, HRRS, Room 4801, World Food Programme, Via 
Cesare Giulio Viola, 68/70, Parco de’ Medici, 00148 Rome, Italy. 


i Within the framework 
i of commitments 

Í arising from its 

È 2000 ~ 2005 

i development plan, 

: ur institution is 

i enriching its 


UDENCIA 


NANTES. Ecole de Management 
accréditée ECS /efmd 

teaching staff annually 

ind opening in 2001 


= 7 new faculty 
positions in : Finance, Management Control, 
Marketing, HRM, Strategy, MIS 


Ciis should hold a S iecit candidates will 
doctorate or a PhD, have strong have the ability to show strong 
theoretical knowledge and be academic potential in front of 
actively pursuing research and both students and corporate 
publication, thus contributing to populations, thanks to their 
the presence of the School on international culture. They will 
the international scene. benefit from the dynamics of 

the institution and actively 

participate in its development. 


Please forward your application to 
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security strategy, and deft 
condacted largely in Africa, the ACSS provides a forum for civilian and military leaders 
from the United States, Africa, Europe and elsewhere to leam, to build networks, and to 
share thoughts and experiences on issues of current interest. 


The organization seeks an Academic Dean to be responsible for developing and 
coordinating ACSS programs and curriculum, overseeing faculty, delivering lectures, 
facilitating seminars and conducting research. 


See advertisement ar wwiundueda, Employment Opportunities, for additional position 
information. For additional background on the ACSS call 703-602-2830, ext, 104 or fax 
703-602-2879 10 request an information paper. 


ae in the avas of Eai military reliiion»: ieni and ine 
se resource management. Through seminars and other programs 





Applicant should have progressive professional experience, evidence maturity as a scholar 
and lecturer. Senior managerial and program experience in an academic insttation, 
government position, 
organization is highly desirable. Should be well versed on U.S. policy in Africa. 


national security related institstion or nos-governmental 


Apply with an OP@12, a SP-171 OR a Resume/Curriculum Vitae or any other written 
format provided it includes sufficient information. to support -your qualifications for 
position. Mail application to; National Defense University, ATTN: NDU-PAS (Lyons), 
Bldg 62, Fort Lesley J. McNair, 300 Sth Ave, , Washington, DC 20319-5066 OR send via 
gmail to: lyonse@ndu.edu. 


University of St.Gallen 


The University of St. Gallen (Switzerland), 
member of the Community of leading Euro- 
pean Business Schools (CEMS), has a vacan- 
cy fora 


Professor of Business Management 
with special reference to leadership 


The post is available as of October 1, 2001 
or a date to be set by mutual agreement. 


Applicants must be familiar with the main 
currents in international research on leader- 
ship and are expected to show a strong 
commitment to research. They should be 
able to teach courses on all university levels, 
Bachelor, Master and Doctoral level, as well 
as in the area of executive education. The 
professor will be a member of the manage- 
ment team of the Institute for Leadership 
and Human Resource Management. 


Applicants are expected to have completed 
a PhD, to be able to show internationally re- 
cognised achievements in research, to de- 
monstrate evidence in didactic ability and to 
have first-class teaching credentials. 


Applications, with the usual supporting do- 
cuments, should be addressed no later than 
April 12, 2001 to Professor Peter Gomez, 
President of the University of St.Gallen, Du- 
fourstrasse 50, CH-9000 St.Gallen/Switzer- 
land. 
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The creme always rises to the top, so 
why shouldn’t you? 


Looking for the way-to achieve that higher level of income? If you're an 
international senior executive, over 40 and currently earning $100K+ per 
year, we can assist you in attaining your goals. Resume Broadcast 
International, wil manage your career search with the personal contact 
necessary for success, Our commitment is not just 40 hours per week, but 
24 hours a day, 365 days a year. Contact us at Tel: (619) 224-9257, Fax: |. 
(619) 224-9268 or Email: 102224.3306 @compuserve.com and open the f- 
doors to opportunity today. ; 


















me Resume Broadcast international 
Resa Re P.O. Box 6930, San Diego, California 92166, USA. -` 
a veo cust Tel: 619 224 9257, Fax: 619 224 9268 
inter TORON mal Email: 102224.3306@ compuserve.com ` 







































City University 
Business School 
London 


CITY 





Director of Executive 
Development 


£neg 


Located in the heart of the City of London, City University 
Business School is a key provider of specialist business 
and management education, particularly at postgraduate, 
doctoral and post-experience levels. With its £50m new 
premises planned to open in 2002 the School is well 
placed to consolidate its position as one of the leading 
European Schools. 


The School wishes to recruit a Director to head its 
business in the post-experience market. With full 
responsibility for this part of the School's operations, 
the post-holder will have substantial opportunities to 
contribute to the overall success of the School. 


Relevant candidates should be able to evidence a relevant 
track record of demonstrated achievement and possess 
the following characteristics: 


* At least 5 years’ experience at senior management level. 


* Functional credibility particularly in business 
development, ideally in City orientated sectors. 

* Personal qualities to relate easily to corporate 
senior management, 


* A talent for the procurement and management of ‘expert’ 
(e.g. academic) resources. 





Executive Development 











We are committed to equal opportunities. For further 
particulars and an application form, please send a postcard 
to Mrs Rouschmeyer, Personnel Department, City University, 
Northampton Square, London EC1V OHB; or e-mail: 
c.j.rouschmeyer@city.ac.uk, detailing your name, address 
and post reference number: EPDC/3/e, Deaf people can 
reach us through the minicom on-020 7477 8931. 

Closing date: 30 March 2001 

www.city.ac.uk 


The University for business and the professions 





\ATIONALLY? 


Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Law and Development 
Fax: Email: 


` . 
Director 
USA/Canada +1202 4781698 cpamerica@careerpath.co.uk 


Europe +44 20 75048280 cpeurope@careerpath.co.uk FIELD is Europe's leading NGO specialising in 
Asia / M. East / Aus +66 2 2674688 cpasia@bkk. loxinfo.co.th international environmental Jaw. It has an annual 
turnover of £1 million and staff of 15, FIELD's work 
focuses on legal advice and assistance, research, 
teaching and capacity building. 


‘Foundation for International Environmental 

































LONDON SCHOOL OF HYGIENE & 
TROPICAL MEDICINE 


Department of Public Health and Policy 







FIELD is looking for a Director who will provide 
overall management and leadership to the organisation 
as well as contribute to its substantive work. The 
successful candidate will have proven experience in 
international environmental issues, appropriate 
management experience, vision and the. desire to take 
the organisation to its next stage of development. 











and 


THE UNIVERSITY OF MANCHESTER 


Department of Geography/institute for Development 
Policy and Management 


LECTURERS/RESEARCH 
FELLOWS IN HEALTH SYSTEMS 
DEVELOPMENT 


The London School of Hygiene and Tropical Medicine 
(LSHTM) and the University of Manchester (UM) have 
recently been awarded a Department for International 
Development Knowledge. Programme grant in health 
systems development in developing and transitional 
countries. The programme's activities will include 
research, capacity building and dissemination. 


The two institutions are seeking to appoint lecturers 
and research fellows with disciplinary backgrounds in 
social science, economics and others relevant to health 
systems development, to work with a team of senior 
staff in this area. Most of these posts will be located in 
London, One will be located in Manchester. The posts 
will provide the opportunity to work within established 
public health, social science, development and health 
systems research centres of high repute and alongside 
a number of successful research groups. One of the 
posts will be dedicated to an understanding of health 
systems in relation to maternal health services. 





























Salary: £40,000 - 45,000 
Application forms can be found on our website 
httoy//www.tield.org.uk/ or obtained by telephoning: 
+44 (0) 207 637 7950 

Deadline for completed applications: 17 April 2001 






















FIELD aims to be an equal opportunities employer. 
Registered Charity No 802934 













2K 


University of Brighton 


Lecturer/Senior 
Lecturer in Financial 
Economics 


up to £31,555 


This is an ideal opportunity to develop a career in education while 
playing a key role in maintaining our reputation of excellence, You will 
be joining a group of highly qualified and motivated staff in the 
Brighton Business School, which offers a comprehensive range of 
business programmes at Masters, Undergraduate and Professional 
Level and your teaching duties will encompass a number of these 
programmes. You should be able to offer specialist knowledge of two 
or more of the following areas; Financial Economics, Financial 
Econometrics, Sécurity investment Analysis, Economics of Financial 
Markets and Institutions, Financial Strategy and Regulation of Capital 
Flows. You will have a first degree (in a related area) supported by a 
higher degree and the ability to demonstrate a knowledge and track 
record in research in an area related to the specialisms above or one 
of the other research areas within the school. Job Sharers weicome. 


Application forms and further details, including important information 
about the content of your CV, are available from the Personnel 
Department, University of Brighton, Brighton, BN2 4AT, or from our 
web site at http:/Awww.bton.ac.uk/vacancies/, or via our 24 hour 
answerphone: (01273) 642849. 

Please quote reference number BB3014 


Closing date: 31 March 2001 




















Successful candidates will have first and Masters 
degrees in relevant subjects and knowledge and 
experience of health systems research in developing 
and transitional countries, or of related research. 
Candidates for the post of lecturer should have a 
research degree at or near completion, substantial 
research experience and a record of publication in peer 
reviewed journals. Anyone interested in working in the 
Former Soviet Union should be a Russian speaker. 


Interested candidates are encouraged to contact 
Dr. Barbara McPake (020 7927 2681), Dr Sarah Atkinson 
(0161 275 3647) or Professor Charlies Normand 
(020 7927 2218). 


Details of the post and how to apply are available from 
the Personnel Officer at the London School of Hygiene 
and Tropical Medicine, Keppel Street, London WC1E 7HT 
(telephone: 020 7927 2203; fax: 020 7636 4771; 
e-mail: personnel@ishtm.ac.uk). Please quote 
reference BMT for the Lecturer vacancies and 
BM2 for the Research Fellow vacancies. The 
closing date for applications is 30 March 2001. 


























The London School of Hygiene & Tropical Medicine is 
an equal opportunities employer 


Working for equality of opportunity 
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Department for 
international 
Development 
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Fulfilling Britain’s commitment to 
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BUSINESS & PERSONAL 


Would you like 


- to invest on the 


- to manage your 
own portfolio 
over the Internet 

L1 -to do all of this 

through a tax-free 

company? 

- THEN YOU HAVE COME 


Working for the Islands’ government as Head of the Audit 
Department, you will be responsible for securing better value 
and accountability for public money, funds and assets ~ in 
accordance with local legislation and best-practice in 
professional auditing. 


Specifically, your role will include management of the 
operational and strategic audit planning processes of the 
Department. This will include giving direction and balance as 
well as developing, local expertise - partly through 
publishing and implementing an annual staff development 
plan. Of course, you will also have traditional audit 
responsibilities, including obtaining high quality evidence, 
examining internal controls and auditing the use of resources 
to ensure efficiency and effectiveness. 


QUALIFICATIONS AND EXPERIENCE 
With a professional accountancy qualification (preferably 


CIPFA), you should also bring first-class leadership, training 
and negotiation skills - combined with the ability to 





CHIEF AUDITOR | 
TURKS AND CAICOS ISLANDS 


communicate effectively at a senior level. Although we would 
prefer you to have some overseas experience, it is not 
essential. 


TERMS OF APPOINTMENT 


The appointment is for a three year fixed term period and is 
subject to a probationary period, Salary will be within the 
range £40,000 to £45,000 commensurate with experience and 
qualifications, is UK taxable and will include an element in 
lieu of employer's share of superannuation. Additional 
allowances may be payable together with fare paid UK leave 
every twelve months. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in 
the United Kingdom or those granted refugee status as 
defined by the 1951 UN Convention on Refugees. 


Closing date: Friday 13 April 2001. 


Application forms can be obtained, quoting reference AH375/3/CA/TCI/TE clearly on your envelope, from Room 
AH375/3, Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride G75 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the reduction 
of poverty. DFID is committed to the 
internationally agreed target of halving the 
proportion of people living in extreme 
poverty by 2015. 

DFID works in partnership with 


European Co 


Readers are recommended 
to make appropriate enquiries and take 
appropriate advice hefore sending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
advertisement, The Economist Newspaper 
Limited shall not be Hable to any person 
for toss or damage incurred or suffered 
as a result of his/her Ug OF 
offering to accept an invitation contained 
in any advertisement in the Economist. 

















NYSE 




















} TO THE RIGHT PLACE! 






& cost-effective prices | 


United Kingdom 
tiad V8 Faxi +44 (0) 20 763696 


 www.laveco.com | 
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BEA or telephone 01355 843109 (answerphone) or e-mail: HROD3A1 @dfid.gov.uk 


governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies z 


also work in middle income 
countries, and in Central and Eastern 


http://www.dfid.gov.uk 





Europe. 

DFID is committed fo a policy of equal 
opportunities and encourages applications 
from all parts of the commun 

particularly welcome applications from, 
women, people from an ethnic minority 
background and people with a disability. 
Selection is on merit. 


Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve 


SOVEREIGN 


VISIT OUR WEBSITE: 
SovereignGroup.com 


savings in tax. We provide a full range of onshore 
and offshore services designed to save tax for 
you and/or your company. Call us and we will 
be pleased to show you how our services 
can save you money and maximise the 
value of your assets. 


business 


& personal 
tax solutions 


YNITED KINGDOM: 
Simon Dent 











CEng 


The Bank for International Settlements is an international financial organisation that promotes central bank cooperation and 
provides banking services to central banks and international organisations. Based in Basel, Switzerland, with a 
representative office for Asia and the Pacific in Hong Kong, the BIS has around 500 staff from some 40 countries. 





Economist/Senior Economist 


Permanent position 


The successful candidate. will join the Secretariat of the Committee on the Global Financial System (CGFS) in the Monetary 
and Economie Department 





Job description 


Monitor developments bearing on the stability and 
functioning of financial markets. 


Identify issues of policy interest for research in the 
above area and carry out research under the direction 
of the line manager. 


Organise and support various meetings and working 
parties, principally of the Committee of the Global 
Financial System and the Gold and Forex Committee. 


Represent the BIS in meetings and seminars hosted by 
central banks and other organisations and develop 
contacts in central banks, academic and financial 
market circles. 


Job requirements 


* PhD in economics or finance from a university of 
international standing or equivalent professional 
experience over several years. Experience in financial 
economies desirable. 


Experience of applying economic analysis to concrete 
problems. Experience with official committees (e.g. in a 
central bank or international organisation). Employment 
in a central bank or financial institution and market 
experience. Flexibility in applying economic analysis to 
unfamiliar issues. Ability to work independently as well 
as in small teams. Ability to adjust to variable requests 
at short notice and to work to tight deadlines. 


Excellent drafting in English on technical questions for 
non-technical readers. Good communication and 
presentational skills desirable. 





The BIS offers attractive conditions of employment in an 
international environment and excellent welfare benefits. 
Information on the BIS, including research papers and other 
publications, is available on the BIS web site 
(www.bis.org). 


BUSINESS & PERSONAL 


nz 





Candidates should send their application and detailed 
curriculum vitae to Human Resources, Bank for 
International Settlements, CH-4002 Basel, Switzerland, 
quoting reference 01-750. Please note that applications 
received after 30 April 2001 cannot be considered. 





BANKING SEMINAR 


n Encoded accounts for clients 
m International cards tor physical and legal persons 


m Correspondent account for offshore banks 


Panama, Europe, 2001 
More info and reservations at: 
http: //www.offshore-seminar.com 
hosted by Midland Services Inc. 
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| LICENSED CO. 
& TRUST MANAGEMENT 


APPOINTMENTS 


international 
HIV/AIDS lan ( e 


Supporting Community Action on AIDS in Developing Countries 


The International HIV/AIDS Alliance supports community action on 
AIDS in developing countries. To support the growth of our work, 
we are recruiting the following new positions in our UK secretariat: 


Director: Policy and Technical Support Department 
(from £47,700 pa) (apply by April 10) 

A member of the Alliance's senior management team, 
contributing to overall strategy, organisational development and 
management. Supervises Co-ordinators of the Technical Support 
Team and the Policy and Communication Team. Particular 
responsibilities for policy analysis, advocacy and external 
representation. Suitable for a recognised expert in community 
based HIV/AIDS programming, with at least twelve years of 
relevant developing country experience and very strong 
representation and communication skills. 


Co-ordinator: Policy and Communications Team 
(from £40,000 pa) (apply by April 10) 
To build and manage a new team of policy and communications 
staff, including the documentation and dissemination of lessons 
from the Alliance's programmes. Requires strong skills in 
management, HIV/AIDS policy and donor relations, external 
relations and communications. 


Co-ordinator: Technical Support Team 
(from £40,000 pa} {apply by April 10) 
To build and manage a new team of about 10 specialist technical 
support eats Requires strong skills in management, provision 
of technical Suppor for community based HIV/AIDS programming, 
and conceptualisation & development of participatory capacity 
building tools and resources. 


Programme Officers Senior Programme Officers 
(from £26,000 pa) (from £32,000 pa} 
(apply by April 10 or May 4, dependent on post) 
With appropriate experience and qualifications in Monitoring 
and Evaluation, Focused Prevention with key populations such 
as sex workers, IDUs & MSM; Children affected by HIV/AIDS, 
including orphans and other vulnerable children; Latin America, 
for general programme management of Alliance support to the 
region; and Publications and Communications, with 
responsibility for media relations, newsletters, tools and websites. 


Fluent English required for all posts; Spanish, French or Portuguese 
are advantageous. Qualified candidates living with HIV/AIDS are 
particularly encouraged to apply. For an information sheet about 
these posts and the Alliance, and details on deadline and interview 
dates, email: edix@aidsalliance.org 
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The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed Se firm. 


“LONDON: : 
90-100 Sydney St, Chelsea, 


DUBLIN: 
27-29 Lower Pembroke St, 








For immediate, friendly advice, please in i 

LONDON: Janson Lotery B.Sc (Hons) DUBLIN: Peter Murphy B.Comm (Hons) 
Tel +44 (8) 20 7352 2274 Tet: +353 (0) 1 662 1988 
Fax +44 (8) 20 7795 0016 Fax: +353 (8) 1 662 1554 

E-mail: Janson@scigroup.com Email: pmurphy@scfintLial.ie 





London SW3 6NJ. 













Dublin 2, Insland. 








Consulting companies use CuriCon to identify experts for 
international project assignments -- but do we have your CV? 


If not, go: www.curicon,com and enter your CV online. 


CuriCon is an independent company specialised in identifying experts for 
development projects worldwide. 


Ravnholtvej 145 + 8310 Tranbjerg « Denmark - Tel: +45 86 29 00 99 


Lecturer/Senior Lecturer in Finance 


This continuing post will be offered on Lecturer A, B 
or Senior Lecturer scale from £20,865 to £38,874 
inclusive of London Allowance. 


The Department of Banking and Finance wishes to 
appoint a Lecturer/Senior Lecturer in Finance. Those 
with teaching and research interests in banking/capital 
markets are particularly encouraged to apply. 


The candidate must have a strong research background 
and a track record of high quality teaching in those areas. 
Candidates will be required to contribute to teaching 

at both undergraduate (BSc Banking and International 
Finance) and postgraduate (MSc Banking and 
International Finance, MSc Finance, Economics 

and Econometrics, and MBA in Finance) levels. 


Informal enquiries can be made to Professor 

Kate Phylaktis. Tel: 020 7477 8735, e-mail: 
k.phylaktis@city.ac.uk For more information about 

the School see our web site: www.business@city.ac.uk 


Department of Banking and Finance 





We are committed to equal opportunities. Further particulars 
of the post are available from Joanne Rees, Academic 
Registrar’s Office, City University, Northampton Square, London 
EC1V OHB, Tel: 020 7477 8039, fax: 020 7477 8886, or e-mail: 
jrees@city.ac.uk quoting reference 484/E. 

Closing date: 7 April 2001 

www.city.ac.uk 


The University for business and the professions 









EUROPE'S LEADING LIGHT 
Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and-lreland to Switzerland. In addition, Crossair also offers a 


network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


C RO S S Al R For further information contact your local travel agent 
2- or, +44 845 607 3000, www.crossair.com 













$ ‘The Qaaliflyer Group 












BUSINESS 
OPPORTUNITIES 


SCHOLARSHIPS 


SCHOLARSHIPS FOR FOREIGN STUDENTS 


Study in Canada and USA, All fields and levels 
of education, Student Visas for Canada and USA. 
Experienced Lawyer, 

Leonard Simcoe, 


M#*LONDON'A 


a Quality serviced apartments offering best value a 
for money. Our apartments offer great savings 
compared fo hotels, Fully serviced, private 
a bathroom, kitchen, TV. telephone, central a 
i heating, «levator 
a Centrally iueated in Kensingion area, a 


CUT THE COST OF YOUR 
STAY IN LONDON 











Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinatte, bathroom, phone, satelite T.V., 
central heating, elevator, maki service, resident 


RT YOUR OV 


manager. Suit 1-2 parsons. 


@ > Tourist Board Approved WM 
Ashburn Garden Apartments Brochure by AirMail: 
a 3 Ashburn Gardens a 
South Kensington, London SW7 4DG, UK 
a 
www.ashburngardens.co.uk 
Wsinfo@ashburngardens.co.uk W 


S Tel: ++44 207 370 2663 







Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW7 1AQ. 

TEL: 020 7584 4123 
Fax: 020 7584 9058, 
info@ksflats.demon.co.uk 


Fax: ++44 207 370 6743 
www. ksflats.demon.co.uk 


Se Ree 
CONFERENCES 


CMG Executive Education 





Roger Fisher 
best-selling author of 
“GETTING TO YES” 







Professor Roger Fisher and the expert staff of CMG 
lead the CMG Executive Education workshop, an 
intensive and interactive experience that provides 
the participant with the necessary skills for success 
in today s professional environment. 

RRA EA TEENS IRE EE SE LEE OE RT LER EOE ERED 


Whether in the Negotiation or the Mediation Skills 
Workshops, session attendees are presented every 
opportunity to learn about cutting-edge theories and 
to practice these skills in a participatory environment 
of personal coaching. 























Mediation Skills Workshops Negotiation Workshops 
May 29 — June 1, 2001 May 14 — 16, 2001 
October 2 — 5, 2001 August 20 —~ 22, 2001 
November 12 -- 14, 2001 









Conflict Management Group 
Cambridge, Massachusetts 






For further workshop information: 
(617) 354-5444 
or online at: www.cmgroup.org 















CASINO 


Become owner of Internet Casino! 
Best terms on the Web! 
www.SALECASINO.COM 





TENDERS 


ISTITUTO PER LA 
PROMOZIONE 
INDUSTRIALE (IPD 


(INSTITUTE FOR 
INDUSTRIAL 
PROMOTION) 


Ufficio Cooperazione 
Internazionale Multilaterale 
V.le M. Pilsudski 124 
00197 Roma 
Tel : 0039-06-80972445/226 
Fax : 0039-06-80972338 
E-mail: insme@ipi.it 
CALL FOR TENDERS 


Notice is hereby given of a call for 
tenders for the carrying-out of a 
feasibility study for the creation of an 
International Network for SMEs 
(INSME). The INSME is designed to 
work as a hub of networks and 
structures of services aimed at 
strengthening and enhancing the 
dissemination and quality of 
information, the service supply and the 
partnership opportunities for SMEs. 


Amount in Lire 1,400,000,000 (Euro 
723,040) + VAT 20%, 


Copies of the call for tenders together 
with the terms of reference are 
available on the Internet site www.ipLit 
or can be requested to the IPL, up until 
the sixth (6th) calendar day before the 
deadline for submission of tenders. 


All offers should. be delivered before 
12.00, on 24/04/2001. 


The complete call for tenders was sent 
to the Office for Official Publications 
of the European Communities on 
28/02/2001. 





Ref ES, 1255 Laird Blvd, Suite 368, 
Mount Royal, 
Quebec, Canada, H3P 271, 
Fax: 514-739-0795 
Email: LSimcoe @simcoevisa.com 


The | 
Economist 


TO ADVERTISE 
WITHIN THE 
CLASSIFIED SECTION, 
CONTACT: 


Will Wilkinson, 
London 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
willwilkinson @ economist.com 


Stephen Welch, 
New York 
Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 
stephenwelch @ economist.com 





BUSINESS & 
PERSONAL 


CANADA... 


hast one click away 


www. y 
Fres online coma 24 hours per day, an per week 
brams & Krochak 
Candin Immigration Lawyers 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 


WEITE OR SEND YOUR MANUSCRIPT TO: 


MINERVA PRESS 
315-317 REGENT ST 
LONDON W18 2H5. UK 
www. minerva-press.co.uk 
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Re 


osce 


The Organization for Security and Co-operation in Europe 


established in 1994, is a young organization engaged in early warning, 
crisis management, conflict prevention and post-conflict rehabilitation. 
The OSCE is a field-based organization, which has experienced rapid 
growth over the past six years. Participating States span a region from 
Vancouver to Vladivostok. The increase in its activities has made it 
necessary to review its internal management practices. 


OVERALL OBJECTIVE 


The OSCE seeks independent experts to conduct an in-depth review 
with the aim of improving the management of its human, financial, 
intellectual and material resources through the introduction of best 
business practices and the application of modern information systems. 
The in-depth review shall be conducted in two phases: 


Aims at developing a comprehensive and cost effective strategy for an 
integrated resource management system based on best business 
practices and information systems. It is envisaged that the first phase, 
to be conducted in Vienna and in the field, will take approximately five 
weeks, The OSCE seeks experts in three areas of specialization: 


¢ Modern management practices with experience particularly 
in international organizations, both public and private, with 
a knowledge of recent developments related to integrated 
financial, human, intellectual and material resources that 
would be useful for optimising management and business 
practices in the OSCE; 


* information systems strategy with an overview of existing IT 
applications and their suitability for the needs of the OSCE 
and familiarity with the new and emerging IT market; 


* Modern management practices with in-depth knowledge 
and experience in the development of cost effective 
solutions and processes that can assist with information 
sharing and knowledge management in a web-based 
environment for both internal and external audiences. 


Phase Two 


Depending on the results of Phase One, a second phase will be launched 
to develop detailed implementation and cost plans for the strategy. 


TERMS OF APPOINTMENT 


The OSCE is looking for a dynamic consultant group or individual 
applicants that have a proven track record and a common sense 
approach towards producing logical management solutions for large 
multinational organizations. If you or your company think that you 
have the necessary qualifications for this challenging project, please 
send us your Curriculum Vitae and costed proposals to Tender No. 
MGMT01/01 by 6 April 2001. 


Contact Us 


OSCE Procurement Unit 
Jack Duggan 

Kärntner Ring 5 ~ 7 
A-1010 Vienna 

Austria 
Phone: +43 — 1-514 36 ~ 284 
+43 ~ 1 - 51436 - 567 
Fax: +43 — 1-514 36 - 96 
fduggan@osce.org 


INFORMATION 


The tender invitation letter, tender instructions, terms of reference, 
and general conditions of services can be obtained from the above 
address or under: 
httpv//www.osce.org/tenders/general_procurement.htm 
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RPORATION REGISTRATION IN 
SWITZERLAND 
Establishment in Switzerland for All Firms 


We offer you THE best support in a professional way for your operation 
in Europe & all over the world featuring: 


OVERALL lowest business taxes IN the world 

FREE inheritance/donation tax 

SPECIFICALLY in THE chosen COUNTIES OF Zug & 
Schwyz 

INCORPORATION / headquarters transfer 

trade business / distribution 

invoicing / administration / accounting 

office services: (FAX, e MAIL,RECEPTIONIST) 

Licences / Patents 

Property or Office leasing 

estate tax reduction 

asset seizure protection 

tax minimization 


e¢¢6¢80 4 @ @ © @ 


forty years active experience of international business 





GRALINVEST 


tus 





CREDIT CARDS 
$ ACCEPTED 
W 
Grosvenor Cou 
iste of Man, IMa 
TEL: +44 1624 815 
FAM: +44 1624 817 


E-mail: economist@at 
——WWww.ocra.com - 


#809002 94 Certificated + A Member of the Estate and General Group established in 1935 
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| OUTPUT, DEMAND AND JOBS Japan’s fourth quarter cpr grew by 0.8%, taking the year- 
on-year growth up to 2.8%. Growth in Sweden’s Gor slowed to 2.6% in the year to the fourth 
quarter. Germany’s industrial production rose by 0.9% in January and was 6.6% higher than a 
year ago. The number of unemployed in Britain fell to below 1m for the first time since 1975. 




































































% change at annual rate The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) te 

zT. 3 mths? 1year 2001 2002 3 mths? 1year 1 year latest year ago 
Australia -22 42.1 0 +30 +40 -15 +420 -01 g4 69 Fe 67 
Austria +12 +4149 93 +24 + 27 na + 2.2 Nov + 1.1 Nov 3.7 Jan 37 
Belgium +49 +31 %4 +27 + 28 na + 67 Jant + 6.4 Nov 10.7 jan* 11.3 
Britain +10 +24 O4 +25 + 28 ~ 2.0 + 1.) Jan + 5.8 feb 5.2 jant 5.9 

Canada +26 +40 Q +26 + 35 + 1.8 + 32 De + 3.9 Dec 6.9 Feb 6.8 

| Denmark +20 +27 Q3 + 20 +22 na + 43 lan -1.0 Dec 5.3 Jan 5.4 

France +39 +2804 +26 +29 +23 +29 Dec + 14 jan 9,0 Jan 10.5 

| Germany +08 +419 04 +24 +28 +29 + 66 jan + 48 jan 9.3 feb 10.1 

| Italy +32 +27% +22 +26 +68 + 9.6 Jan ~14 Oe 10.0 ot 14.1 

| Japan +32 +28 O04 + 1) +17 ~44 + 19 Jan + 1.8 jan 4.9 Jan 47 

| Netherlands + 51 +31 Q4 +31 +33 +85 +94 De +29 Nov 2.6 JanS 27 

| Spain +29 +37 O04 +31 + 35 + 0.1 + 44 Dec na 13.7 Dec 15.1 

| Sweden +24 +2604 +31 +33 na +10.1 Dee + 3.7 Dec 44 jant 57 
Switzerland +18 +25 Q +22 +24 na + 69 Q3 ~ 2.0 Dec 1.9 Feb* 2.4 
United States + 11 + 3.4 04 + 16 + 34 - 3.2 + 2.4 Jan + 2.6 Dec 4.2 Feb 44 

| Euroarea +28 +30 Qa +25 +29 + 75 + 8.0 Dec + 1.7 Bec 8.8 Jan 9.5 








in February. 3Nov-lan, 








PRICES AND WAGES French annual consumer-price inflation rose to 1.4% in February, while 
Spain’s increased to 3.8% and the Dutch rate climbed to 4.5%. Britain’s producer prices rose by 
1.6%, the lowest since August 1999, in the year to February. American workers received a pay rise 
of 4.1% in the year to February, a real rise of only 0.4%. 













































































% change at annual rate The Economist poll 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings _ 
EA 3 mths? 1 year 2001 2002 3mthst 1 year - 3mthst 1year 
Australia + 12 + 5.8 4 +39 + 3.0 +10.2 + 84% -33 +50% 
Austria . na + 2.8 Jan +17 17 ~ 11+ 2.6 Feo +19 + 2.2 Dec 
Belgium 0.2 2.3 Feb +20 +19 +90 +71 Dec +37 + 1.6 Q4 
Britain + 1.3 + 2.7 Jan t22 t25 oS + 16 feo +75 +44Jan 
Canada +03 + 3.0 Jan + 24 +22 +24 +31 jaa ~ 30 + 1,7 De 
Denmark +05 +24 fe + 23 t23 Z210 +41 jan +70 +38 %3 
France ~ 0.5 + 1.4 Feb + 14 +15 +05 + 3.6 Jan +46 + 5.3 Q3 
| Germany +28 + 2.6 feb + 1.7 4 15 ~ 15 + 3.7 Feb na + 23 Dect 
| italy + 3.2 + 3.0 feb +22 + 20 + 4.2 + 5.4 Jan +09 + 1.7 Dect 
+ na ~ 0.3 Jan 
+23 + 2.9 Jan 
+32 + 24 Q3 
+ + 4. + +34 + 24 Dect 
Switzerland +04 +08 Feb +14 3-13 nil + 1.4 Jan na + 0.2 1999 
United States +33 +37 im +26 +23 +48 +48 ian +47 + 41 Feb 
Euro area + 19 + 2.4 Jan +19 + 1.8 +26 + 48 Jan +12 + 1.8 93 





ECONOMIC INDICATORS 
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COMMODITY PRICE INDEX 
India, the world’s biggest pro- 
ducer, is exporting sugar this season for the 
first time since 1996-97. Its refined sugar 
production in the year ending last Septem- 
ber was 182m tonnes—a record, and 17% 
higher than in 1998-99. The country now 
faces serious storage problems, and mills 
must trim a stockpile of 10m tonnes ahead 
of another bumper crop. India has ex- 
ported 700,000 tonnes of sugar since last 
August, about half of that to Pakistan. But 
despite a shortfall of 1m tonnes this season, 
Pakistan has reimposed a ban on imports of 
refined sugar from India. India’s exporters 
must now look further afield. Making pro- 
fits will be hard: world prices are lower than 
India’s domestic price, and the domestic 
market is subject to monthly release quotas. 





eee eee 
Boonanvist 
























































1995=100 % change on 
Mar 6th Mar 13th* one one 
_. ae month year 
Dollar index 
All items 71.8 70.9 -~ 05 - 54 
Food 714 705 +08 -23 
Industrials el 
All 72.4 113 - 24 - 93 
Nfa 64.6 656 + 09 -013 
Metals 79.1 76.2 - 42 ~ 78 
Sterling index 
All items 77.2 770 05 +23 
Food 76.7 76.6 +07 + 57 
industrials 779 775 -22 -~ 20 
Euro index 
All tems 1015 1016 ~ 00 -07 
Food 100.9 101.1 + 1.2 + 2.6 
Industrials 102.4 102.3 - 17 - 48 
Yen index 
Allitems 909 906 +18 +82 
Food «90.3 901 + 31 +118 
industrials. 91.7 912 + OL + 37 
Gold ~ — 
$ per oz 26080 26875 + 29 = 74, 
Crude oil North Sea Brent = i 
$ per barrel 26.60 25.68 ~ 86 - 98 
West Texas intermediate i 
$ per barrel 28.49 2740 = 90 -139 





* Provisional, 7 Non-food agticulturals, 











| E LIVING STANDARDS Tiny Luxembourg 
heads the table of Gor per head among 
OECD countries, and Turkey brings up the 
rear. The Irish Republic ranks fifth, up from 
| agth in 1996, a tribute to the success of the 





Celtic tiger. Living standards in Britain are 
just higher than in the euro area. The oECD’s 
ranking uses purchasing~power-parity ex- 
change rates to convert Gpr into a common 
currency. pep exchange rates, which equal- 
ise the cost of buying a common basket of 
goods and services across countries, avoid 
the distorting effects of short-term fluctua- 
tions in the market values of currencies. 
They therefore produce a more accurate 
comparison of living standards than mar- 
ket exchange rates. ppp rates also take into 
| account non-tradable services that are rela- 














tively cheap in poorer countries. 
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FINANCIAL INDICATORS 


MONEY AND INTEREST RATES Prices esfor America’s 30-year Treasury bonds rose Janka as | M STOCKMARKET TURNOVER One guide 
investors fled the fall-out in equity markets and sought safety in low-risk, fixed-income securi- | to the liquidity of a stockmarket is how of- 
ties. The bonds’ yields fell to 5.3%, a two-year low, on March 14th. | ten the shares traded on it change hands. 








Money supply? _ „interest rates % p.a. (Mar 14th 2001) This can be crudely measured by the ratio 

of the value of shares traded to the market 
capitalisation of the listed firms. In 2000 
Spain had by far the highest turnover of the 
countries in our chart. The ratio was close to 
300%, which means each share changed 
hands about three times. Germany was 
second, with a ratio of 142%. America had 
turnover of only two-thirds of its massive 
United States -1.8 +95 jan 550 484 600 850 432 484 628 692 | market capitalisation, though nobody 


Euro an area +14 +47 an 478 478 379 565 439 464 526 562 | doubts that its markets are liquid. Not so 
Belgium, with a ratio of only 21%. 








% rise on year ago over- 3-mth money market banks 2-year 10-year gov't corporate 





narrow broad night latest year ago prime gov't bonds latest? year ago bonds — 









































“Narrow: M1 except Britain and Sweden MO, broad: M2 or Mae except Britain MAS Ma Sources: Commerzbank, Den Danske, ) L.P. Morgan Chase, Royal Bank of 
Canada, Svenska Handelstianken, Warburg Dillon Read, WEFA Gp, Westpac, Thomson Financial Datastrearn Rates cannot be construed as banks‘ offers. 








STOCKMARKETS Increased concerns about America’s economic downturn caused markets 
worldwide to slide. The Dow lost 7.0% over the week, to close below 10,000; the Nasdaq dropped | 
below 2,000 to a two-year low. The Nikkei fell by 6.9% to a 16-year low. 

Market indices % change on 
















































































































one record Dec 3ist 2000 
year high inlocal = in$ 
. terms 
Britain (FTSE 100) 
Canada (Toronto Composite) 16.9 ane 
Denmark (Copenhagen SE) 12 1,002) @B1.2 +32 -+ So 2 - 28 ~ 
France (SBF 250) 3,309.9 3,820.2 33099 - 65 7167 -246 -122 -148 
Germany (Xetra DAX) 5,7941 67951 57776 -81 -219 -282 = 99 -125 
italy (BCI) 7 _ 16531 1,948.4 7,653.1  - 55  -198 02242 -137 - 16.2 
Japan (Nikkei 225) 11,8436 14,0324 11,8197 - 69 -379 -696 -141 -189 
(opin) 11620 13130 11620 =- 60  =276  =597 =- 95 -145 
Netherlands (EOE) 5685 6423 5685 - 50-117 -190 -108 ~134 
Spain (Madrid SE) "893.7 +9639 8786 -~ 50 -190 -220 415 ~ 15 
Sweden (Affarsvariden Gen) 260.05 29275 24345 -32 -296 -350 - 63 -118 
Switzerland (Swiss Market) 7,225.7 81354 72257 - 50 + 54 -141 -12 -147 
United States (DJIA) 9,973.5 10,9836 9,973.5 -75 -75 
ae (S&P 500) 116 ~ 116 
{Nasdaq Comp) -20.2  ~ 20.2 
Europe (FTSE Eurotop 300)" 1.358.1_ 1,545 - B o a a RA A 
| Euro area (FTSE Ebloc i00 12146 1,4041 T2146 -66 ~ a8 a ae 128 + 19° 
World (sch ~ 7.4 ~ 20.9 ~ 26.4 na = 13.2 
We Ot eam 4406 4a78 -07 + 18  ~42 na - 08 | 
*in euro tertns, "Morgan Stanley C Capital International index includes individual markets listed at above plus ‘eight others, in dollar terms. ce! Han 





tsalomon Smith Barney World Government Bond index, total return, in dollar terms, SRebased, 








TRADE, EXCHANGE RATES AND BUDGETS Japan’ strade surplus fell to $5 billion in January, cutting the 12-month total to $111.5 billion. The 
current-account surplus dropped to $114 billion over the same period. Pessimism about the Australian economy has been growing; its dollar’s 
| value plunged below 50 American cents for the first time ever on March 14th. The trade-weighted value of the American dollar rose by 1%. 
Trade balance*, $bn __ current account Exchange rate _____ Currency units Budget 


latest 12 Sbn The Economist poll ~ trade-weighted? per per 
months latest 12 mths % of GDP, forecast Mar 14th year ago $ £ 
2001 2002 Mar 14th yearago 
1.63 2.87 
14. 2 21 ti 















































+ 3.84 Dec 
+ 0.42 Jan 

































Netherlands 












































| Spain ~ 18.8 Nw 

Seed E so ae ee CEN 
Switzerland — + 32.5 93 107.5 
United States ~ 4165 oa 6 
Euro area + 063 bed + 112 -26.7 Dec 















“Merchandise. / Australia, Britai 
Suet seasonally adjusted. 
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is WOMEN IN PARLIAMENT Sweden re- 
tains its position as the country with the 
biggest proportion of women in parlia- 
ment, with 43%. The latest figures from 
Switzerland’s Inter-Parliamentary Union 
also show that in Denmark, the Nether- 
lands and Germany more than 30% of par- 
liamentarians are women. But the female 
share is still only 14% in America and a pal- 
try 11% in France and Italy. Women are mak- 
ing progress in Japan, though their num- 
bers are still low at 7%. The picture is mixed 


outside the richest countries, too. Among | 


emerging economies, South Africa still has 
the highest proportion of women in poli- 
tics, at close to one-third. In Peru the num- 
ber of female parliamentarians doubled in 
the past year, to 20%. Women lost ground, 
however, in Mexico and Venezuela, now at 
16% and 10% respectively. 
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ECONOMY Consumer-price inflaton rose in rebay in China gn Fanga: but slowed in 
Mexico; in Argentina prices are still falling. Israel’s trade deficit widened in the year to February. 
South Africa had a $264m current-account surplus in the fourth quarter, the first since early 
1999. South Korea’s 12~-month trade surplus widened in January. 



































































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
GDP industrial Consumer Trade Current “Latest Year ago 
production prices balance account 

China + 7.3 Qa + 2.3 san + 1.6 feb? +24.0 Jan +15.7 1999 168.3 dec 157.7 
Hong Kong _ + 68a - 0.3 Q3 ~ 12 Jan ~ 7 10.4 jan i 
India ran ERETTI +28 ian + 32 
Indonesia +52% +45 a? + 91 
Malaysia + 65 & +125 yan + 16 
Philippines _ a 3.6 GA + 86 Dec 4 67 
Singapore +10.5 G4 z 9.9 Jan + 20 
South Korea +9203. + 0.1 ton + 42 
Taiwan +4la 33 san ~ 10 +9604 1101 fee 1136. 
Thailand + 2603. + 351m + 15 + 7.8 n 322 an 319 
Argentina ni 93 ~ 20an - 17A ~10.5 93 25.2 Dec 263 
Brazil +44 MID jm + 54n =26.0 an 325 pe 348 
Chile +58% 23 an + 38 -10a 147 pe 144 
Colombia +21% + 5.0 an + 81 +0203 9.3 Feb 8.1 
Mexico + 51 Od “+ 1.9 Jan at 7 2177 a 39.4 jan DEE 
Peru ~ 16k = 5.1 De + 36 ~ 16 ga Ba be 87 a 
Venezuela + 3.3 na + 127 +13.4 04 13.9 Jan 12.3 
Egypt + 6.5 20001 + 9.4 z000} + 23 -08 04 13.1 Nov 15.0 
israel +300 +23 De = O] - 0.7 03 23.4 Feb 22.1 
South Africa + 330 + 5.7 an + 7 ~OSa 61 m 64 
Turkey +7403 +65 + 3344 ~ 98 pe 20.0 de 233 
Czech Republic + 2.2 %3 +13.8 wn + 40 feb ~ 3.4 Jan -19 oF 13.0 tan 12.8 
Hungary +426 + 6.4 jan + 10.4 feb ~ 2.6 Jan - “19 Jan __ 10.8 jan 11,2 
Poland + 2.2 Qa +10.1 an + 74 m ~ 11.0 jan 798 lan o 25.3 Dec 245 
Russia + 7.7 2000 + 5.3 jan + 22.3 feb +61.0 De  +43.8 %3 25.9 jan 8.9 


“Excluding gold, except Singapore; IMF definition. Year ending June. tNew series. 





FINANCIAL MARKETS Plunging share prices in America and japan dragged emerging Wack 
markets down in their wake. Tumbling tech stocks knocked 9.3% off share prices in Tel Aviv. Is- 
tanbul dropped by 14.3%, as widely anticipated post-crisis reforms failed to materialise. Fol- 
lowing political unrest, Jakarta fell by 9.6% and the rupiah lost 2.9% against the dollar. 








E Currency units Interest rates Stockmarkets — % changeon 
pers, perf short-term Mar 14th „Dec 31st 2000 E: 
Mar 14th year ago Mar 14th % p.a. one in local in$ 


week currency terms 





2,120.2 
13,3308 
3,725.0 
389.2 
682.3 
1,523.8 

Singapore 1,792.2 
South Korea 1,277 1136 1,849 “5.68 «943.3 
30.7 47.0 470. 5,658.2 
Thailand _ "43.7 38.1 63.3 2.50 299.9 


Argentina 


China 
Hong Kong 




































































































































Turkey 981,500 562,240 1,421,506 71.00 8,150.8 
Czech Republic 37.9 355 549 5.06 443.4 
Hungary _ 292 256 423 “W445 6,757.8 
Poland 407. 4.05 5.89 18.09 “14,0611 





Russia 28.7 288 415 25.00 167.57 
“inflation adjusted. tin dollar terms 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; 1P Morgan 
Chase, Hong Kong Monetary Authority; Centre for Monitoring indian Economy, FIEL, EFG-Hermes; Bank Leumi Le-trael: Standard Bank Group; Garanti 





i Bank; Deutsche Bank, Russian Economic Trends, 
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Picture yourself 
in a lasting partnership. 





Kazakhstan, 6 years 





Nigeria, 38 years 








China, 20 years 





Venezuela, 57 years 


1erships span forty, fifty, sixty years and more. 


i gas and chemicals. They involve everything from 





HN Fy) 
y ‘plants to helping develop entire industries. But they 


energy partner in over seventy countries, our track record 


just make partnerships, we keep them. 


Chevron 


i ‘The symbol of partnership. 


- www.chevron.com 








With so much 


capital flowing, © 





The market is awash in capital. 
It flows in your direction as 
long as your need can be met 
with standard products. If not, 
the conventional markets stop 
the flow. 


Enter Centre. 


When conventional sources 

of risk capital are stymied, we 
make deals happen. Helping 
companies obtain financing 
through unique forms of credit 


k why are some enhancement, financial products 


_ companies shut 
woe ZF off? 


CENTRE 


A member of the QÐ Zurich Financial Services Group 





www.entercentre.c 














P ; . Products offered as appropriate through financial services, insurance and reinsurance 
Bermuda Dublin Hong Kong London New York San Francisco Sydney Zurich companies that are members of the Zurich Financial Services Group. Products may 


441-295-8501 353-1-818-9800 852-2230-9850 44-207-816-0816 212-898-5300 415-977-7850 61-2-8247-2800  41-1-229-9500 not be available in all jurisdictions. ©2000 Centre Group Holdings Limited 


a Ie ee 
; En, 


: ae 
I AE 
rf 


ee 
4 
r4 


* 


P 
, Soar 


o> Say 
he 


) 71486 02674 7 





i 


Bets acs ‘oa 
WwW. singaporedir.com 

t 

Q 





Savour our World Gourmet Cuisine, featuring creations 
by our panel of world-renowned chefs and selections 
from our wine experts, at any time you choose. 


nah < Only on Singapore Airlines First Class. 
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Beyond The Mobile Frontier 
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“We're making o visionreal:”- mA 








Japan's leading mobile Communications operator, will introduce the worl G (thi ation) mobile 
-CDMA (Wideband Code 
ard. W-CDMA will offer 


communications service in. 


Division Multiple Access), ar N 
data transmission at speeds far ‘super 






n. It will be known as FOMA* and empowered 






nobile commufications internat 
) conventional systems ie form the way people 
communicate lso | J implications for the 
future. FON : “multimedia content in 


form cellular terminals into 













powerful e tools. It will bring people together 


Ds eee 
around the world and enrich everyday life with new levels 





working toward® ever- par Jevels of ‘mobile commu- 





nication; taking our dré&ms for Per chter future, and 
anne’ = 





making them real. 


Keiji Tachikawa 
President & CEO 
NTT DoCoMo, Inc 


FAIMA 


used in Japan for NTT DoCoMo W-CDMA services 


of convenience and freedom..At-NTT.-DoCoMo we're... 


*FOMA (Freedom Of Mobile multimedia Access) is the name 





NTT DoCoMo, Inc. 


www.nttdocomo.com 
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Poor Africa 


Sır—The vicious and daunting set 
of circumstances facing Africa— 
poverty and disease, low levels of 
education and a history of colo- 
nial occupation—~are by no 
means peculiar to that continent 
(“Africa’s elusive dawn”, February 
27th). Countries and regions 
worldwide have grappled with 
these problems before and have 
overcome them; often in distant 
times a lot harsher than today’s 
relatively benign age of high tech- 
nology, modern medicine, foreign 
aid and democracies able to serve 
as models of good behaviour. 
We in Africa have to start cre- 
ating wealth for ourselves, espe- 
cially as the recipe is now blind- 
ingly obvious: private property, 
honest government, free elec- 
tions, a tolerance of dissent and 
the unfettered rule of law (to 
quote your article). We might then 
be surprised to see how much 
more eager the rest of the world is 
to help us along. 
Johannesburg 


ROBERT GENTLE 


Sir—You say that Zambia’s GDP 
per head in 1964 was nearly twice 
that of South Korea’s and that 
South Koreans are now 27 times 
richer than Zambians. You imply 
that this is the result of the coun- 
try being plundered by its leaders. 
The truth is a little more complex. 
Two-thirds of Zambia’s corp in 
1964 came from copper exports 
and a third of that amount never 
reached Zambia. It was retained 
by mining and other companies 
as dividends and unearned royal- 
ties. The proportion of cpr that 


reached Zambia was very un- 
evenly distributed between a 
small white population (2% of the 
total and 40% of income) and the 
mass of the black population 
(98% of the total and 60% of in- 
come). The average Zambian was 
certainly worse off than the aver- 
age South Korean in 1964. 

Since that date, the population 
has tripled, and -both the real 
price of copper and copper pro- 
duction have fallen by half. Zam- 
bia’s unwise nationalisation of 
the mines in 1969 (as advised by 
the best of British development 
economists) may have contrib- 
uted to declining copper produc- 
tion but population pressures, 
shifts in the terms of trade since 
the 1970s and a burden of debt to 
the West that originated then in 
recycled petro-dollars have con- 
tributed massively to the impov- 
erishment of the country. 

Oxford HuGH MACMILLAN 


Sir—-You are right that Africans 
and Europeans were trading on 
equal terms before George Gol- 
die, Major Frederick Lugard, Ma- 
jor Edward Hewett: and other 
similar Europeans used the max- 
im gun and false treaties to de- 
prive black African states of their 
independence. The black. African 
states created by Europeans at the 
Berlin Conference of 1884-85 were 
fakes and mirages for the pur- 
poses of furthering Europe's in- 
terests. Today, black Africa's real 
rulers are the World Bank, mmr 
and multinational corporations. 
These institutions have the bene- 
fits of Africa's prosperity without 
the burdens. 
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Most African leaders are too 
gullible, too weak or too corrupt 
to be effective. They have not 
been able to rise to the occasion, 
Lagos Crier RICHARD AKINJIDE 
remencenemmntontntinintinn nti matmmemententiaianthpstetetiernsmreitmnean niin —— | 


Swiss stay out 


Sir—In your leader on Switzer- 
land you fail to mention the tre- 
mendous political impact mem- 
bership of the eu would have on 
the country (“The Swiss say no”, 
March 10th}. Switzerland is a true 
democracy; Swiss citizens have 
effective instruments to make the 
federal and cantonal govern- 
ments act how they want them to 
do. As the acquis communautaire 
is not negotiable it is evident that 
EU membership would compro- 
mise severely our democratic 
rights in important fields such as 
taxes, competition, agriculture 
and, in the foreseeable future, for- 
eign policy and immigration. 

At the moment, we enjoy the 
many benefits of a federalist sys- 
tem with a high degree of subsid- 
iarity. EU membership would 
cause a substantial shift of power 
away from the cantons to the fed- 
eral government. As the Neue 
Zürcher Zeitung puts it “Swiss 
citizens are quite aware of the fact 
that Switzerland has always been 
part of the European house. How- 
ever, they are not prepared to give 
away the key to their flat.” 

Basle STEPHAN LOEB 


Mine host 


Sir] must correct your state- 
ment that Arkansas has the only 
diamond mine in North America 
(“Trouble in McArkansas”, March 


` aoth). You have forgotten about 


Canada. Last year, Canada pro- 
duced 2.6m carats of diamonds 
valued at C$638m ($430m). Can- 
ada’s North-West Territories are 
rapidly becoming one of the 
world’s most important diamond 
producing regions. Ekati, our first 
world-class diamond mine, 
opened in October 1998 and pro- 
duces high-value gem-quality di- 
amonds. Diavik, our second big 
diamond mine, is under con- 
struction and is scheduled to be- 
gin production in early 2003. 

A number of other significant 
diamond mines in Canada’s 
north are also planned. Canada 
currently accounts for 6% of 


world diamond production by 
value and according to some esti- 
mates will be one of the world’s 
top four producers, at 13% of 
world production, within the 
next seven years. Little Rock may 
be in Arkansas but the big rocks 
are in Canada. 
Tom MACDONALD 
Canadian High 
Commission 


Power point 


Sir—It is wrong to say that Cali- 
fornia’s utilities are bankrupt 
(“Beyond the pool”, March 3rd). 
While San Diego Gas & Electric, 
whose parent company is Sempra 
Energy, has certainly suffered as a 
result of market dysfunction and 
the failure to manage supply and 
demand, it remains financially 
sound. This is because we were 
the first company to get out from 
under the price cap, and to em- 
brace the new market fully and 
quickly, rather than to try to 
“have our cake and eat it.” 
However, let me commend 
you for the space you devote to 
real-time metering. Conservation 
is everyone's duty but it is a real 
imperative in California. Technol- 
ogy can help, and real-time me- 
ters are an excellent example. 
STEPHEN BAUM 
Chairman, 
president and cro 


San Diego Sempra Energy 


Clinton's backers 


Sir—Imagine my surprise at read- 
ing that West Hollywood and So- 
dom are the only places (outside 
New York) where Bill Clinton’s 
“recent travails” would endear 
him to voters (Lexington, March 
10th). The reference to gay voters 
is unmistakable; both cities are 
known for their gay residents, al- 
though Sodom was also known 
for its lack of hospitality, which 
could not be said of West Holly- 
wood. The implication that gay 
people would be any less out- 
raged by Mr Clinton’s recent be- 
haviour is absurd. You should di- 
rect your ire at the former White 
House resident himself; many of 
his recent problems are decidedly 
heterosexual in nature. 
Charlottesville, 

Virginia PORTER WHITE 
arasak iraa aiai ajaisin diarana z 
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Revenue 


Salary circa £80,000 

The Inland Revenue collects annually nearly £200bn in 
revenue for the nation and is noted for its major change 
programmes in areas such as customer service, e-delivery 
and diversity. Complementing, this, the Inland Revenue 
has a key role in providing policy advice and analysis 
to the Chancellor of the Exchequer and other Ministers 
on direct taxes, National Insurance Contributions, and on 
major aspects of the Government's social policy agenda, 


particularly tax credits, 


Delivering this advice to the high standards for evidence- 


based policy-making and joined-up Government to which 


all departments are committed requires enhancement of 


both the demand for, and the supply. of, analytical and 
research services within the Inland Revenue. Significant 
services are also provided. too other Government 
Departments, particularly HM. Treasury and the Office 
of National Statistics. Creating innovative external. links 
and partnerships, including with universities, will play a 
critical part. As well as making a creative impact on the 
‘big picture’ policy agenda, there is also a significant role 
in support of the Budget. 

To provide real leadership for this change, and for a growing 
resource currently of 100 economists, statisticians, operational 
and social researchers and adiiinistrators, the Inland Revenue 
seeks to attract an outstanding individual to take up the 
upgraded post of Director — Analysis and Research, 
Candidates (who need to be British citizens) will 


probably have led a department or unit with a 


Í ARC 





London, flexible 


reputation for high quality analysis; research or consulting 
in social science or economics, 

But most importantly, they will possess the drive and 
intellectual communication and leadership qualities to 
deliver internal and external organisational change, and 


to command credibility with senior officials and Ministers. 


The position is full-time but proposals for secondments, or 
to retain one day a week to maintain relevant academic 
or similar links, will be considered on their merits. The post- 
holder will need to spend much of each week in London. 
A full-time annual salary elica £80,000 is offered together 
with an attractive non-contributory pension scheme and six 
weeks’ holiday annually {a higher salary might be offered in 
an exceptional case). 

Please express your interest by sending in-strict confidence 
a full CV (including education and professional qualifi- 
cations, a full) employment history. including relevant 
achievements and staff and. budgets managed, together 
with latest. remuneration) to Douglas Board. at Saxton 
Bampfylde Hever. ple (reference DVDC/E), PO Box 198, 
Guildford GUI 4FH or by. email to DVDC@saxbam. co.uk 
to arrive not later than Tuesday 10 April 2001. We will 
contact you by 28 April.2001, with preliminary interviews 
in May and: final interviews. in June; the person appointed 
will preferably take up post in September. 

The Inland Revenue warmly welcomes applications from women, 


members of ethnic minorities and people with disabilities as they are 


currently under-represented at this level in the Inland Revenue. 
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rich in history, tradition and natural beauty. 


that boasts 1,300 miles of picturesque coast. 


Chief Financial Officer 


Become a driving force behind value creation at the Bank. 
Establish credibility, seize control of finance and internal 
functions, and ensure strong corporate communications. 
Get involved in strategy, corporate development and 
acquisitions. Bring a general management perspective to 
product and service development. Leverage your banking 
experience and accounting designation to chart a solid 
course for the Bank’s financial planning and reporting as 
well as its future performance. Project AB-101001 


| Chief Information Officer (CIO) 


In a pivotal new leadership role as ClO, you will 
contribute forward thinking to the Bank’s information 
technology strategy, operations and expansion. Assume 
responsibility for significantly upgrading, enhancing and 
implementing a full range of banking systems and 
infrastructure. Be a champion of innovative business-to- 
customer solutions and best practices enjoyed by many 
international financial services organizations. Lead and 
mentor a large team. Project AB-101003 








PRICEWATERHOUSE(COPERS 


EXECUTIVE SEARCH 





Lend your expertise to a growing 


International Bank. 
US DOLLARS. TAX-FREE LOCATION. UNIQUE LIFESTYLE OPPORTUNITY. 


Located on the southeast of the Arabian Peninsula, the Sultanate of Oman meets with the Arabian Sea and the Gulf of 
Oman on the east, and is bordered on the west by Saudi Arabia, the United Arab Emirates, and Yemen. It is a country 


The Oman International Bank (OIB), a publicly traded company with a network of 90 full-service branches, is the 
largest bank in the Sultanate of Oman. With a history of “firsts”, and branches in India and Pakistan, OIB offers full retail 
and corporate banking services. Since its inception in 1984, it has pioneered an unprecedented range of services and 
systems in Oman, to provide customers with a higher level of service and satisfaction. Today, OIB is looking to carry on 
this pioneering tradition by expanding the expertise it requires to remain number one and grow its business. 


This is.a once-in-a-lifetime opportunity to work in a lead role of an International Bank. Based in the safe, cosmopolitan 
capital city of Muscat, you will join a large ex-pat community with wonderful private schools, modern hospitals, a 
stable economy, innovative telecommunications networks, and abundant recreational facilities. If you are fortunate to 
have the knowledge, flexibility and experience our client is looking for, OIB offers a US-dollar salary, furnished housing, 
extensive benefits and the opportunity for unparalleled personal and professional growth in a warm and friendly country 


Head of Internal Audit 


Strengthen the integrity of the Bank. This critical role grants 
you the opportunity to spearhead a new program of financial, 
operating and systems control reviews. Accountable to the 
Board, you will plan and manage a program that highlights 
internal financial and systems controls and operating 
efficiency and effectiveness. Your executive presence and 
demeanour, and inherent ability to anticipate and scrutinize 
are invaluable traits. Project AB-101002 


Corporate Secretary and Legal 
Advisor to the Board 


Reporting to the Chairman, you will be responsible for 
providing corporate secretarial and legal services to the 
Board of Directors and ensuring compliance with statutory 
and regulatory requirements. Your keen business acumen, 
tact, diplomacy, and legal qualifications come into focus as 
advisor to the Board on legal and business issues, and as 
the Board's interface with senior management of the Bank 
and Regulators. Project AB-101004 


For more detailed information on these positions, the Oman International Bank and other particulars, you can access 
our Web site at www.pwcglobal.conmvVexecutive/ca or contact us at: 


PricewaterhouseCoopers LLP, Executive Search, 145 King Street West, Toronto, Ontario, Canada M5H 1V8 
Fax: 416-814-5733 E-mail: execsearch.toronto@ca.pwcglobal.com 
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Business School 





London Business School is a leading inter- 
national centre of business education and 
research, ranked eighth in the world by the 
Financial Times for the last three years. With 
over 1,000 degree students from 60 countries, 
more than 5,000 executive education par- 
ticipants each year and around 16,000 alumni 
worldwide, it is renowned for its strength in 
teaching and research. Following the departure 
of Professor John Quelch, the School is seeking 
to appoint a new Dean in 2001. 


The Dean will be of exceptional calibre, able to 
provide both strong internal leadership and to 
act as the external advocate of the School in the 
international arena. He/she will provide overall 
strategic direction, build its endowment, recruit 
and retain the best faculty and non-academic 
staff and increase its reputation for excellence. 


Candidates will have the highest intellectual 
credibility, an understanding of the demands 
of world class scholarship and teaching and 
considerable managerial experience. He/she 


London Business School exists to advance learning and 
research in business and management 





must be able to lead the School community, 
represent London Business School in all major 
spheres of influence — international business, 
academia and government, and progress the 
fundraising agenda. This is a prestigious and 
exciting appointment calling for an exceptional 
individual, 


Requests for further information and subsequent 
applications, in the form of a comprehensive 
CV and covering letter including remuneration 
details, should be made to: 

Claire Lane, 

Heidrick & Struggles International Inc., 
Consultants in Executive Search, 

100 Piccadilly, 

London WIV 9FN. 

Fax: +44 (0)20 7491 5991 

Email: lac@h-s.com 


Closing date for applications is 
17 April 2001. 


London 
Business 


School 


www.london.edu 
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A Pivotal Role in Europe’s Energy Markets 
Director, Business Development 


Amsterdam 


With more than 2.5 million customers, nv Nuon is one of the leading multi-utilities in the Netherlands 
energy and water markets and is currently undertaking an ambitious programme of expansion of its 
commercial activities, both domestically and internationally. 


Nuon Energy Trade & Wholesale, a division of nv Nuon, manages the Nuon energy portfolio risk. 
Focusing on wholesale and industrial sales, the mid-market, e-commerce, trading and operations in the 
power and natural gas markets, it is a key profit centre for the company’s European activities. This division 
is undergoing radical growth (sales for this business unit have increased 50% in recent months) and a 
transformation in key performance skills, as required by accelerating European energy liberalisation. 


Continuing to build on this commercial expansion, the decision has recently been taken to appoint a 
Director, Business Development. 


Your brief will be to build a strong team and spearhead the development of projects to increase Nuon’s 
power generation capacity and natural gas flexibility. You will identify a broad spread of potential 
opportunities such as greenfield power project developments, acquisitions and joint ventures, as well as 
complementary natural gas projects including storage. Reporting to ETW’s Managing Director, you will 
also play an active role as a member of the division’s senior management group. 


Highly motivated and results orientated, you have significant experience of evaluating and initiating 
power and gas development opportunities, as well as identifying potential partnerships and acquisition 
targets. You have the proven ability to handle all aspects of the development process and are an adept 
relationship builder. Strong management skills are essential. 


Based in Amsterdam, the company offers an attractive salary and a comprehensive range of benefits, 
including relocation and housing allowance where appropriate. 


In complete confidence, please reply (preferably by e-mail) to: 
Kate Syms, Director, Artemis Search Associates Ltd, 4 Park Place, London, SWLA ILP. 
E-mail: mail@artemis-search.co.uk or call her on 00 44 20 7898 9178. 


S 
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Could you? 


Risk Benefits Manag 





We deliver around the world. 


er - Employee Benefits Programs. 








Brussels ~ Exceptional Salary and Ex-pat Benefits 


DHL is one of the world’s largest international: air express networks. 
A dynamic, privately owned and truly global corporation. With operations 
in 228 countries, we deliver to 675,000 destinations worldwide. 


This exciting opportunity will allow you to be part of a multi-cultural Global 
Risk team of specialist consultants charged with developing and 
delivering innovative programs designed to increase value, reduce costs, 
and ultimately ensure that risk is consistent across DHL. 


As the specialist in the Employee Benefits arena you will manage, 
develop and expand DHL’s global employee benefits insurance program. 
Utilising your proven communication and consultancy skills you will do 
this by developing excellent relationships with the HR and territory heads 
throughout the global organisation. 


Educated to degree or MBA level, it is essential that you understand the 
importance and profile required frorn risk benefits policies and practices 





Ref. 1.0: Senior Project Manager, Water & Wastewater Programs, Middle East 

A degree qualified engineer with at least 20 yrs experience. in planning, design and/or 
construction of water & wastewater. Must have a minimum of 10 yrs experience in project 
management and significant Middle East experience. Demonstrated experience with project 
management systems for scheduling, budget control, etc and strong leadership skills essential, 
Ref 2.0: Engineering Design Manager, Water & Wastewater Systems, Middle East and Central 
Europe 

A degree qualified civil engineer (or equivalent) with at least 15yrs experience in design and 
construction in the water & wastewater engineering field, International experience with strong 
management and leadership skills. Turnkey/design-build experience desirable. 

Ref, 3.0: Senior Project Managers, Water & Wastewater Systems 

Degree qualified engineers with at least 15 yrs experience in planning, design or construction 
of water & wastewater facilities including a minimum of 5 yrs experience in project 
management. furmkey/design-build experience desirable 

Ref. 4.0: Construction Managers 

A minimum of 15 yrs experience in construction management of water & wastewater facilities 
and/or solid waste facilities. International experience with demonstrated capability of working 
well in a multi-cultural environment, Strong management and leadership skills. 

Ref. 5.0: Water Conveyance / Distribution Engineer 

A minimum of 10 yrs experience in water conveyance design or construction, preferably large 
scale. Hydraulic modelling and use of GIS would be useful. 

Ref. 6.0: Contract Management Specialist 

Candidates shouid have demonstrated experience in a variety of contract forms (FIDIC, EU 
PHARE, World Bank, USAID), preparation of bidding and tender documents, and budget 
administration, Familiarity with FAR and US Federal Government procurement and 
contracting could be advantageous. An appropriate educational background to degree level 
with a minimum of 10 yrs related experience is essential. 


A competitive salary and benefits package is offered. Candidates with suitable qualifications and experience should apply by e-mail to Mike Makinson at hruk@ch2m.com attaching a CV and 
details of current salary. Please specify which position(s} you are applying for and whether interested in long and/or short term international assignments. Alternatively, apply in writing to: 
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Mr. M. Makinson, CH2M HILL United Kingdom, Avon House, Avonmore Road, W14 8TS Fax: +44 20 7471 6101 






particularly within an environment as dynamic as that at DHL. This 
understanding will have been gained within either an international 
management or HR consultancy practice or within a corporate HA 
environment, and will be backed up by a good understanding of P&L and 
cash flow accounting practices. 


This role will require regular worldwide travel, a dynamic and flexible 
personality and the ability to work on your own initiative. In return, we 
offer a truly exceptional salary and ex-pat benefits package. 


To apply, please send your full CV to Hamilton Parker international 
quoting reference EC119, at Doncastle House, Doncastle Road, 
Bracknell, Berkshire RG12 SPE. 

Tel: +44 (0) 1344 360100 Fax: +44 (0) 1344 852500 

Email: mailroom@hpiple.com 


Web: www.hpipic.com 
Mera) /- A 


WORLOWIDE EXPRESS® 








WATER, WASTEWATER & ENVIRONMENTAL OPPORTUNITIES 


CH2M HILL is an employee owned global consulting company with over 10,000 professional staff in 110 offices worldwide. Our Water and Environmental Business Groups have a number of 
in the Middle East, Westem, Central and Eastern Europe, including the CIS, Opportunities include both short-term and long-term international assignments. 
New and expanding projects require Project Managers, a range of engineers and scientists, and contract specialists with an ability to work in a multi-culturalsetting. Fluent written and spoken 
English is essential. A second language is advantageous, Further details are outlined below: 






+ Ref, 7.0: Water Resources Master Planning 
Degree qualified with at least 10 years experience, candidates should be familiar with all \) 


aspects of master planning, with previous experience in the Middle East and for Central 
Europe. 

Ref 8.0 Hydrogeologist 

Candidate should be degree qualified with a MSc in hydrogeology or equivalent and at feast 
3 years practical experience in field tasks for both water resource and contaminant 


hydrogeology. Experience in groundwater modeling would be advantageous. Position to be. 


based in London or Germany. 

Ref.9.0:Project Engineer, Water & Wastewater Systems 

A degree qualified chartered engineer with 7-10 yrs experience in planning, design or 
construction of water & wastewater facilities, Experience with the engineering of ASR 
systems would also be beneficial. Position to be based in our London office, but will be 
posted on frequent international assignments. 

Ref.10.0:Environmental Engineers / Scientists 

Degree qualified engineers or scientists with 7-10 yrs experience in planning, design or 


construction of fandfills, remediation projects, tank testing/removal and possibly remediation, cf. 


Ref.11.0:Financial / Institutional Development Specialist 

A minimum of 10 years experience in evaluation and improvement of water and wastewater 
utility management systems, operations and financial assessments. Experience in 
Central/Eastern Europe desirable, Degree in an appropriate field required. 


il 






















































EUROPEAN POWER AND GAS TRADING ANALYSTS 


Excellent Salary and Benefits Packages including uncapped bonus scheme 


London Based 
The Opportunity 


Axia Energy Europe is seeking first class analysts who will help us to grow the business and identify commercial opportunities. Axia is committed to 
rewarding talented analysts in direct proportion to their contribution to the company. Axia has an entrepreneurial culture whilst benefiting. from the 
backing. of two substantial parent companies. 


Axia has opportunities for analysts in the following areas: 
Development of quantitative models for valuation of options, exotic options and structured transactions 
Fundamental modelling and forecasting of power gas, and weather markets across Europe 
Technical analysis of traded markets and identification of opportunities 
Development of trading strategies in conjunction with traders and marketers 
Regulatory review and new market entry strategy (Languages - German, Italian and Spanish a plus) 


Candidates 

A minimum of two years relevant analytical experience, ideally in the competitive European electricity and gas markets. A minimum education level 
to BA/BSc degree, ideally with an MBA or PhD. Sound commercial judgement together with excellent communication skills. First class IT skills with 
the ability to create models, use off-the-shelf modelling packages and develop databases across a number of software systems. Highly motivated with 
a strong achievement drive. 


Applications 

Please send your CV and a covering letter by 6 April 2001 to: Dawn Thirley, HR Manager, Axia Energy Europe, Equitable House, 47 King William 
Street, London, EC4R 9JD. E-mail dthir90@entergy.com. Please include details of your current remuneration package. 

For further information please see www.axiaenergy.com 


Axia Energy Europe takes a positive approach to equality and diversity. Axia Energy Europe is a 
dynamic and successful Energy Trading Company based in London. Axia Energy Europe is a wholly 
owned subsidiary of Entergy Koch Limited Partnership a joint venture between Entergy 
Corporation and Koch Industries. 


Sector Managers/ 


Senior Financial/Risk Management Specialists 

MIGA (Multilateral Investment Guarantee Agency), a member of the World Bank Group, promotes foreign investment 
in-developing countries. To do so, MIGA provides political risk insurance to foreign investors. 

MIGA is currently looking to fill the positions of 

e Sector Manager, Guarantees Department and 

e Senior Financial/Risk Management Specialist 





MULTILATERAL INVESTMENT 
GUARANTEE AGENCY 


Worid Bang Group 











Sector Manager, Guarantees (SM) 

MIGA's Guarantees’ department is divided into sectors, such as Agribusiness, 
Manufacturing and Services, Infrastructure, Telecom, Oil, Gas and Mining, Finance 
and Syndications. The Sector Manager will bring the technical knowledge to 
lead a team in assessing political risk insurance projects (financial viability) and 
will implement innovative transactions which require excellent knowledge of 
the sector and the risks associated with sub-sectors and related project finance 
issues. The Sector Manager will have experience in environmental impacts of 
projects and will work closely with MIGA’s legal counsel. S/He will have extensive 
experience in building a network of key contacts in the respective sectors. 
Knowledge of Chinese language and other World Bank Group languages (French, 
Spanish, Arabic, Portuguese, Russian) is an asset. 


Qualifications/Experience: 

© MBA or Graduate Degree in Economics from a reputable university 

e Strong conceptual and analytical skills as proven by work experience 

e 10+ years of applicable experience in the private and public sector, some of 
it in the political risk insurance area 

Excellent negotiating skills/results orientation 

Strong Team Work Orientation (ability to build trust within a team) 
Superior communication skills in written and spoken English 

Experience in and knowledge of legal contracts 


eees 





Senior Financial/Risk Management Specialist (FRS) 

e Identify, monitor and analyze financial and other risks for the Agency, and 
develop strategies for control, mitigation and transfer. 

© Develop and improve methodologies and quantitative tools for political risk 
portfolio management. 

e Analyze the overall financial soundness of the Agency and provide input to 
senior management. 

e Handle budgetary and accounting matters. 


Qualifications/Experience: 

e Atleast 10 years of progressive experience in financial institutions, including 
insurance, credit rating agencies, or consulting firms with extensive financial 
and tisk management work. 

e Technical training and/or advanced knowledge in finance, insurance, risk 
modeling, mathematics, and/or statistics. Preferably a Master's in 
Business/Finance or Economics; or statistics, finance, accounting, CPA. 

æ Familiarity with emerging markets a plus. 

e Team management experience in diverse environment. 

© Experience in the use of standard accounting systems and in business 
applications written in Excel. 

æ Experience with SAP (Systems Applications Program) is a Plus. 
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International 
Monetary Fund 








For its headquarters in Washington, D.C. (USA), 


the International Monetary Fund (IMF) is seeking: 


Economic Counsellor and Director, Research Department 


The International Monetary Fund, an international organization 
with a diverse staff — men and women drawn from over 120 
countries — has an opening for the position of Economic 
Counsellor and Director of its Research Department. 


Under the overall guidance of the Managing Director, the 
Economic Counsellor and Director of the Research Department 
is responsible for providing strong intellectual leadership and 
strategic vision in the conceptual development of the Fund's role 
in making globalization work for the benefit of all. The Economie 
Counsellor and Director, Research Department serves as the 
Fund's chief economist and is responsible for planning, managing, 
and supervising the work of approximately 80 staff members. 


The Research Department is responsible for forward-looking 
research, analysis, and strategy on fundamental issues regarding 
the stability of the international monetary system and the integra- 
tion of the Fund's member countries into the global economy. 
The Research Department undertakes policy-onented research 
and analysis that supports Fund surveillance and helps determine 
the economic content of country programs supporting the use 

of Fund resources. Research undertaken by the Department 
includes, arnong other areas, systemic issues, international trade 
and finance, macroeconomic adjustment, structural issues, and 
issues related to the fight against poverty. 


The Research Department plays a central role in the Fund's 
multilateral surveillance activities, drawing particular attention to 
the interlinkages between macroeconomie developrnents and 
policies in member countries and developments in international 
capital markets, thereby supporting the Fund’s crisis prevention 
work, The Department is responsible for the preparation of the 
World Econornic Outlook report, the periodic briefings of the 
Executive Board on world economic and rnarket developrnents, 
and contributions to various fora including the G-7, G-10, and 
G-20, The Research Department also contributes to public 


outreach by management on issues under its competence and 
develops and organizes seminars and conferences in the area of 
macroeconomics and international trade and finance, In all its 
activities, the Research Department cooperates closely with 
other departments, in particular, area and policy departments. 


To helo ensure that departmental research efforts are leading 
edge, the Economic Counsellor and Director is responsible for 
maintaining close contacts between the Fund and the academic 
community and other research organizations. The Economic 
Counsellor and Director is also responsible for maintaining close 
contacts on research matters with other international organiza- 
tions and represents the Fund at various governmental, 
academie, and other international organization fora. 


Qualifications: 

Applicants should be recognized leaders in the field of open- 
economy Macroeconomic research, with outstanding analytical 
and conceptual skills and a strong policy-orented research 
background. The successful candidate should have high-level 
experience in supervising the work of others, and a demonstrated 
track record in strategic thinking, organizing and delegating work, 
personnel management, and fostering teamwork. A strong corn- 
mitment to the overall mandate of the Fund is important. 

An excellent command of English and strong communications 
skills are required, A working knowledge of other languages 

is desirable. 


To Apply: 

Candidates from a wide variety of countries are invited to apply. 
Candidates should send their resume, by April 6, 2001 to the 
address, fax number, or E-mail address below. Send only one 
copy and make explicit reference to vacancy number RO1262B, 
with a clear indication of a telephone/fax number or E-mail 
address where you can be contacted. 


International Monetary Fund 
Recruitment Division, IS9-100 - 700 19th Street, N.W. - Washington, D.C. 20431 - USA 


Fax: +1 202 623-7333 + E-mail: recruit@imf.org 


Further details about the role and function 
of the IMF are provided on its Web site: 


http://www.imtorg 


























Commerce 


www.commerce.ubc.ca 


Develop & Lead a World Class Centre 
Managing Director, 
Executive Education 


Vancouver, Canada 

Are you a creative, visionary and entrepreneurial 
leader who thrives on offering innovative 
executive programming to business leaders 
around the world? This may be the career- 
defining move you have been waiting for! 





Among the world’s top 100 business schools, 
UBC Commerce represents the future of 
management thinking as a leader in business 
research, teaching and broad based inter- 
national partnerships. With more than 1,750 
students, the Faculty boasts alumni in 60 
countries ~ 20,000 degree alumni and 13,000 
executive education alumni. 








A recent surge in growth and renewal has 
created an exciting opportunity to take existing 
programs to new heights. Be the chief architect 
who will harness new markets and build new 
programs ~ comprehensive, high quality, world 
class. 

You are a senior executive with exceptional 
leadership, interpersonal, communication and 
management skills who has developed, led and 
managed a significant executive education 
operation in an academic, public or private 
sector context. You are a strategic thinker with 
sound business acumen, international experi- 
ence, and established partnerships in the field. 
Your ability to work with the unique culture of 
an academic enterprise and your keen entrepre- 
neurial drive, are also indicators of your success. 
Explore this unique opportunity by sending 
your resume in confidence to Wendy Carter, 
Annika Lofstrand, or Caroline Jellinck at 

Ray & Berndtson/Tanton Mitchell, e-mail: 
vancouver@raybern.ca or by calling for further 
information (604) 685-0261. 











a BERNDTSON 
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Technoserve, Ghana 







TechnoServe, Inc, an international. business | development 
organization, working to provide business solutions to rural poverty, 
seéks to: fill the following positions both located at the Ghana head 
office in Accra. Technoserve Ghana employs 80 staff and has 7 
regional offices. within Ghana, 









Business Development Director 
Overall responsibility for leading and coaching a team of professional 
advisers to provide business solutions to our clients. Applicants. need 
to have. at least 5 years involvement with strategic marketing, strong 
financial background and experience of working in developing 
countries within an agri-related industry. A bachelor’s degree is 
essential; a master’s in a business-orientared subject is preferred 
combined with strong interpersonal and communication skills. 





























Program Manager 
Overall responsibility for managing the interface with all donors, 
inchiding submission of proposals and preparation of reports. Skills 
required include a focus on detail, first class communication and 
writing skills and strong budgetary background. Candidates should 
have 3 years experience of working to tight deadlines, be familiar with 
administration of USAID funded programs, possess expertise in grants 
and contract management and have exposure to monitoring and 
evaluation systems. Ata minimum a bachelor’s degree is required. 














Candidates meeting these requirements should send resume and salary 
history to: Stacey Daves-Ohlin, Director of Human Resources, 
TechnoServe Inc, 49 Day street, Norwalk, CT 06854, USA, Email: 
Stacey. daves.ohlin@tns.org. No phone calls please, ‘TechnoServe, Inc. 
is an equal opportunity employer, 







BICC - ‘The Bonn International Center for Conversion GmbH > is an international non- 
protic organisation located in Bonn, Germany. BICC perceives conversion as the 
management of disarmament. The Center serves as an independent think tank, provides 
practical support through project management and consulting sery a 
clearinghouse, disseminates information and mediates conversion. pre 
work is organised in projects, with an emphasis on flexible team work, The Center 
employs staff from many different disciplines and countries. Fer further information 
please refer to the Centers web site an hip. //www.bice.de, 





In view of the forthcoming retirement of the current incumbent, the BICC Supervisory 
Board welcomes applications for the position of 


Director 


The position will become vacant on 1 January 2002 


As the managing director the successful candidate will be in charge of the programimatic, 
financial aned administrative operations of the Center, Candidates should have substantial 
international experience and reputation for example as researches and / or managers in 
the field of disarmamem and conversion, The position requires outstanding leadership 
and managerial skills, social competence and the ability to represent BICC both 
nationally and internationally, Fund-raising experience is highly desirable. Candidates 
should be fluent in both English and German. 


The salary is based on Administrative Grade B4 LBesO) NRW BICC js an equal 
opportunities employer. Women are particularly encouraged to apply for the position. 
The rights of the disabled co preferential trearment on the basis of equal merit remain 
unaffected. 


Interested candidates should send their application together with their curriculum vite 
and the names of three referees of the 


Ministry of Schools, Science and Research NRW, 
For the attention of Dr. Jenkner, 
Valklinger Str. 49, 40221 Düsseldorf, Germany. 


by 20 April 2002, 
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IWMI 











TWMI invites applications for the following principal researcher positions: 









|. THEME LEADER FOR WATER RESOURCE INSTITUTIONS A 


contexts. 





and provide expertise on ecological flow requirements to wetlands. 






retirement and health package. 





EXCITING LEADERSHIP OPPORTUNITY 
/ SHAPING GLOBAL CORPORATE 
-GOVERNANCE AGENDA 


Program Manager 


The Global Corporate Governance Forum (GCGF),.a multi-donor facility 

founded by the World Bank and OECD, supports initiatives aimed at improving 

corporate governance in middie- and low-income countries. The Forum, 

operated by a Secretariat, is now seeking a Program Manager to take the 

lead in fulfilling its mandate through: 

© Providing strategic and administrative support to the steering committee, 
including annual work program design; 

© Soliciting and reviewing proposals and monitoring their implementation; 

© Maintaining relationships with governments, the private sector, development 
agencies, and stakeholders; and 

© Managing the relationship with the advisory panels. 


The successful candidate will have the following characteristics: 

e A self-starter with drive, energy, and leadership qualities; 

© Experience in corporate governance and economic development; 

© Successful track record in managing teams in an international environment, 

© Private sector background and/or ability to relate to the private sector: 

e An understanding of the role of development agencies and international 
financial institutions; and 

© Fluency in English; other languages would be an asset. 


World Bank employment terms apply, with competitive salary and benefits 
package commensurate with background and qualifications. initial 3 year 
appointment carries the possibility of extension; coterminous with funding of 
GCGF. A curriculum vitae and summary of relevant experience should be sent by 
May 11, 2001 to: GCGF Recruitment, c/o World Bank, MSN F11K-1111, 
1818 H Street, N.W., Washington, DC 20433, Fax: (202) 522-0198 or e-mail: 


fpsijobs@worldbank.org. Th 
e 


For more information about 
World Bank 

















































GCGF, please visit our website 
at htta//Awww.gegtorg/ ECE. 


we 
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The International Water Management Institute (WMI), based in Sri Lanka, is one of sixteen centers of the Consultative Group on International Agricultural Research (CGIAR). 
TWMI’ mission is to improve water and land resources management for food, livelihoods and nature. IWMI conducts a worldwide research and capacity-building program to 
improve water and land resources through better technologies, policies, institutions, and management, 


IWMI has chosen five research themes as its key instruments to address the need for strategic priority setting in the institute and to assure thematic integration of research agendas 
across physical locations, The five themes are: Integrated Water Resource Management for Agriculture, Sustainable Smallholder Land and Water Management Systems, Sustainable 
Groundwater Management, Water Resource Institutions and Policies, and Water, Health and Environment, 


iD POLICIES: The researcher will lead the theme “Water Resource Institutions and Policies" and will 
be based in Colombo, Sri Lanka. He/She is expected to develop proposals, workplans and provide intellectual leadership in this theme, The goal of this theme is to understand, 
through comparative research, institutional arrangements and policy frameworks most appropriate for improving the productivity of water. This is to be done in such a way that 
promotes livelihoods for poor men and women, and environmental sustainability, The knowledge genarated will be tested and validated in specific regional or sub-regional 


2. ECO-HYDROLOGIST: The researcher will work within the institute's research theme "Water, Health and Environment” and will be based in Colombo, Sri Lanka. He/she is 
expected to build a research group that will further develop IWMI's activities in the field of natural resources management in the context of irrigated agricultural development, 


3. HYDROLOGIST: The researcher will work within the institute's research theme “Integrated Water Resource Management for Agriculture”, and will be based in TWMI's 
Regional Office in Lahore, Pakistan. He/She is expected to strengthen a research group to farther develop IWMT's activities in the field of natural resources management in the 
context of irrigated agricultural development and, especially, provide expertise on modeling of water resource allocations and agricultural systems, 
The candidates selected for the above positions will be required to work within multidisciplinary and multicultural research teams. 
Salary and Benefits: Salary and benefits are competitive with those of similar international institutions and include a housing allowance, transport, education, annual home leave, 
Applications: To obtain further details about [WMI and the above positions, visit our website http://www.iwmiorg Interested candidates who meet the above requirements may 
please forward a resume, list of publications, and the names and addresses of three referees to the Senior Manager, Human Resources, IWMI, P.O.Box 2075, Colombo, Sri Lanka. 


Pax (94-1) 866854; E-mail: s:amarasuriya@egiar.org Applications will be accepted until 21st April 2001 or until the position is filled. 


IWMI is an equal opportunity employer and is keen to further diversify its staff group in terms of both gender and nationality. 


































INTERNATIONAL 
DEVELOPMENT CONSULTANTS 


DevTech is a Washington, DC-based. consulting firm specializing in 
economics and fiscal policy, education, environment and trade. 

For short- and long-term assignments in Africa, the Middle East, 
Asia, the NIS and Latin America, we are seeking specialists in the 
following fields: 

TAX policy, administration, revenue projection, audit, information 
technology, enforcement and VAT 

FISCAL decentralization and local development; intergovernmental 
fiscal relations and local taxation 

MACROECONOMIC policy, models and national accounts analysis 
BUDGET policy, public expenditure review, programming, public 
sector accounts and audit 

TRADE policy, law and regulatory reform, institutional reform, WTO 
and EU accession and compliance, export credit and promotion 
CUSTOMS policy, management and adrninistration, procedures, law 
training and information technology 

PRIVATE participation in infrastructure projects — BOO/BOT 
POVERTY/INCOME DISTRIBUTION policy analysis, strategy and 
welfare administration 

STATISTICS for national accounts, poverty database, survey 
methodology and execution 

We are interested in consultants with 10+ years of experience. 
Overseas professional experience, an advanced degree and relevant 
language skills are highly desirable. Please send your resume to: 
DevTech Systems, Inc., ATTN: Recruitment, 1700 N. Moore St., Suite 
1550, Arlington, VA 22209, e-mail: devtech@devtechsys.com 
EOE.M/F/D/V. 





















































































Electricity Consultant 


PIRA Energy Group, an internationally renowned energy- 
consulting firm with over 300 clients (www.pira.com), seeks an 
experienced market specialist with keen knowledge of European 
electricity trading and fundamentals. 


Responsibilities include: 


e Generate weekly and monthly analytical reports. 

® Build a comprehensive database. 

e Deliver phone and on-site client briefings and 
make presentations at PIRA seminars. 


Qualifications and Experience: 


® Advanced degree, preferably in economics. 

e Minimum of 5 years experience in electricity 
markets; natural gas markets a plus. 

e Strong computer (MS Office) skills; linear 
programming and stochastic modeling a plus. 


PIRA offers its consultants maximum flexibility and independence 
in building a thriving business and achieving personal growth. 
Starting salary range is £50,000/$80,000 - £75,000/$120,000, 
plus bonus and excellent benefits. 


Send resume and cover letter to: 
PIRA Energy Group 

European Electricity Dept. 

3 Park Ave., 26th Floor 

New York, NY 10016, USA 

Fax: 212-686-6628 
Email: sande@pira.com 


DIRECTOR 


The Board of Governors of OIES seeks nominations and applications for the 
directorship of the Institute. The current incambent, Mr Robert Mabro, wishes to 
retire from the management and administrative duties of the post when the new 
director takes office. 

Candidates must be academics or energy professionals of distinction with 
proven capacity to serve as chief research director and administrative officer of 
the Institute. Given the international character of the Institute, fluency in 
languages other than English is an additional asset. 

The Oxford Institute for Energy Studies was established in 1982 as an 
independent research organization by a group of governments and international 
organizations interested in energy policy, in association with the University of 
Oxford and three Colleges ~ Nuffield, St Antony's and St Catherine’s. It is a 
registered educational charity under UK law. 


The objectives of the Institute are to undertake research on the social science 
aspects of significant international energy issues in a neutral and objective way 
and to publish and widely disseminate the results of this research. It seeks both 
academic excellence and relevance to the concerns of governments, industry and 
both producers and consumers of energy. 

The Institute operates in close association with two sister organizations - the 
Oxford Energy Policy Club (founded in 1976) and the Oxford Energy Seminar 
{founded in 1978). 


Further particulars may be obtained from the secretariat of the Institute. 
Nominations and applications should be sent by 4 May 2001] to: 

Mr lan Skeet, Company Secretary 

Oxford Institute for Energy Studies, 57 Woodstock Road, Oxford OX2 6FA 
tel 01865311377 fax 01865 310527 

e-mail sant0084 @ herald. ox.ac.uk 
Visit: Attp:associnst.ox.ac uk/energy 
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Assistant Private Secretary to The Queen 


The Queen's three Private Secretaries (the Private Secretary and two Assistant Private 
Secretaries) have collective responsibility for advising The Queen on all policy mat- 
ters. With an increasing workload in the run-up to the Golden Jubilee in 2002 there 
is a need for an additional Assistant Private Secretary, who would then stay on after 
the Jubilee when the office reverts to normal staffing levels. The role of Assistant 
Private Secretary includes: 


* planning and organising The Queen’s official programme both in the United 
Kingdom and abroad, including the Golden Jubilee celebrations: 

* keeping The Queen informed and dealing with constitutional issues in the 
United Kingdom and other Realms; 

* working with Government departments and devolved administrations; 

+ dealing with management and organisational issues within the Private 
Secretary's Office and Household generally: 

* liaising with other Departments of The Queen's Household and with offices of 
other members of the Royal Family and providing guidance to them on 
policy matters. 


An outstanding candidate is required, with excellent judgement, administrative and 
organisational skills, conceptual thinking and strategic planning ability together with 
a well developed knowledge of the United Kingdom. Good communication skills are 
also required with an ability to absorb and disseminate a large volume of information, 
Well-developed political and cultural sensitivity with the ability to work across inter- 
national boundaries and good team and interpersonal skills are also essential attrib- 
utes for the role, 


Applications are sought from candidates in mid career and senior positions from the 
private or public sector. Terms and conditions will be discussed with selected appli- 
cants. A full CV should be sent to: The Director of Personnel, Buckingham 
Palace, London, SW1A 14A. 


PRIVATIZATION EXPERTS 
Eastern Europe 


Deloitte Touche Tohmatsu is one of the world's leading professional services firms, 
delivering world-class assurance and advisory, tax, and consulting services. More than 
92,000 people in over 130 countries serve nearly one-fifth of the world’s largest 
companies as well as large national enterprises, public institutions, governments, and 
successful fast-growing companies. 


Deloitte Emerging Markets, the specialized development consulting practice of Deloitte 
Touche Tohmatsu, seeks experienced privatization professionals for long- and short- 
term opportunities for upcoming projects in Eastern Europe. 


Qualified Candidates Will Possess: Related graduate degree (JD, MBA, MA, or PhD); 
10+ years of work experience in a related technical area; Previous international work 
experience, preferably in a developing country; Significant consulting experience, 
preferably on donor-funded projects; and Proficiency with a foreign language. 


© Chiefs of Parties (COPs)/Team Leaders: 20+ yrs. exp. in privatization and/or 
investment banking; substantial tender transaction exp.; former COP/Team Lead 
exp. on donor-funded privatization project(s). 
Transaction Specialists: 10+ yrs. exp. developing privatization transactions 
strategies, tender documents, and evaluation criteria/procedures. Exp. leading 
transaction teams.in all phases of privatization. 


Agribusiness Specialists: 10+ yrs. exp. managing agribusiness/and privatizations, 
including exp. with land rationalization and resolving transaction issues. (e.g: legal 
issues, land use and ownership questions, employee debt claims, etc.): 


To Appiy: Please email your CV and cover letter (as Word or text attachments) to 
emergmarkets@deloitte.com referencing the email subject as “E-CPSO". In the cover 
letter please reference the title of the position that you are applying for and clearly 
outline your experience in relation to each of the specific requirements listed. 

EOE WE/DA’ ‘http:/www.deloitte.com/emergingmarkets 


Deloitte 
Touche 
Tohmatsu 
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The Inter-American Development Bank, 
the largest regional multilateral development institution, based in 
Washington, DC, is now reviewing candidates for the position of: 


CHIEF, MICRO, SMALL & MEDIUM ENTERPRISES DIVISION 


BASIC OBJECTIVES: Responsible for planning, directing and 
overseeing all matters related to the Bank's policies, strategies, 
dissemination of experiences and international representation in the micro, 
small and medium enterprises sector (MSM) and for the processing and 
management of microenterprise support operations. 





REQUIREMENTS: Education: Master's degree or equivalent in 
Business Administration, Economics, Finance or related fields; Ph.D 
preferred. Experience: A minimum of fifteen (15) years of experience in 
development projects at the national and international levels with at least 
five (5) years in the design and execution of services to micro, small and 
medium enterprises and in the publication and dissemination of 
experiences. Languages: Oral and written proficiency in English and 
k Spanish. 


Interested applicants should send cover letter and resume (in duplicate) by 
April 6, 2001, including salary requirements and a list of three references, 
to: 
Inter-American Development Bank, Step E0507 
Code: LB-O1/15-TE 
1300 New York Avenue NW, Washington, DC 20577 USA 


As a reflection of its commitment to its borrowing member countries, the 
Bank may require staff to accept assignments in both country offices and 
headquarters. Only applications which best match the requirements of the 
position will be acknowledged. The IDB encourages gender equality in its 


hiring practices, 


hitpz/www.iadi 


CHIEF (P-4) 
Budget Management & Analysis Section 


The leading United Nations Agency in the field of Population and 
development (UNFPA) is seeking qualified appicants for the position of 

ie et Management and Analysis Section, based in New York. 
he incumbent will be responsible for developing and enhancing results 
based budgeting criteria; formulating policies and procedures to effectively 
manage the organization's budget process, The incumbent will also be 
responsible for formulating the organization's biennial budget documents for 
submission to the Executive Board. The incumbent will monitor the budget 
performance against plans, appraise the deviations and recommend 
corrective actions. 





































UNFPA seeks an incumbent with advanced university degree in Finance or 
Business administration; accreditation by or corporate membership of a 
professional body such as CPA or CA an advantage. Solid background and 
thorough knowledge of computer applications, advanced skills and practical 
working experience in electronic financial systems are essential. 


A minimum of seven years increasingly responsible professional and 
managerial experience, in the field of finance, budgeting and financial 
management, ideally within the UN system is required. 


Excellent communication skills in English, both written and oral; fluency in 
French and/or Spanish highly desirable. 


Successful candidates must have a solid track record showing initiating and 
sound judgement; ability to organize work and demonstrated ability to work 
in harmony with persons of different cultural backgrounds. Demonstrated 
management/team building skills are essential. 


UNFPA offers an attractive compensation packa e commensurate with 
experience, Please send application marked VA/FPA/O02/01 to: Chief, Personnel 
Branch, UNFPA, 220 East 42nd Street, New York, N.Y. 10017; Fax: (212) 297-4908 
or to appl . Application deadline: L. We will only 
be able to respond to those icants in whom we have further interest. 
Women and nationals from developing countries are encouraged to apply. 


@ UNFPA 


United Nations 
Population Fund 
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THE FOUNDATION 
320 East 43rd Street, Box 114E 


New York, NY 10017 


Program Officer: Governance, Southern Africa 

Based in Johannesburg, the program officer will develop and maintain 
grant making strategies in the field of Governance and Civil Society that | 
complement and enhance programming undertaken by the office, and that | 
support efforts by government, higher civil society institutions and others | 
to promote good governance and vibrant civil participation and oversight 
in Southern Africa. S/he will develop a program that addresses the] 
changes in governance at local levels in Zimbabwe, Namibia, South | 
Africa and Mozambique as they grapple with the reality of dismantling || 
the post-settler-colonial governance infrastructure. In the wake of 
political, socio-economic and health threats, there is a growing need for | 
local units of governance to respond to demands for service delivery, | 
more accountable administration and the needs and expectations of the | 
citizenry they represent. At the same time, there are growing concerns | 
about the increase in levels of corruption, police performance and | 
behavior and ways in which governments at the local level can improve | 
the lives of the more marginalized groups in their respective countries. | 


Qualifications: Significant experience working with local government 
and governance -~ particularly in working below the regional level - and a 
thorough, contextual understanding of the Southern Africa post-settler 
challenges is essential. A familiarity with the ethos and philosophy of 
grantmaking institutions is highly desirable. Previous working. 
experience in one of the four countries of regional programming is also} 
desirable. An advanced academic degree in a relevant field is required. fj 
Strong conceptual, organizational, and writing skill as well as an ability 
to work effectively with colleagues. 

To apply, please send resume, cover letter, and brief writing sample (5-20 
pages of original work) to Ms. M. Baldwin at the above address or by e- | 
mail (preferred) to m.baldwin@fordfound.org by April 20, 2001. 
The Ford Foundation is an EEO employer. 









































WORLD TRADE ORGANIZATION 
ORGANISATION MONDIAL SOMMERGE 
ORGANIZACION MUNDIAL DEL COMERCIO 












World Trade Organization, Geneva 
Director, Appellate Body Secretariat 











The World Trade Organization in Geneva is seeking to fill the position of Director 
of the Appellate Body Secretariat. The function of the Secretariat is to provide 
legal and administrative support ta the Members of the Appellate Body, The 
Director is the chief legal adviser to the Appellate Body and directs the work of 
the Secretariat. 








Candidates should have: an advanced university degree in law, including 
significant studies in international trade law and public international law; 20 
years of experience in the field of law, including at least 10 years of relevant 
experience in international trade law (experience with judicial or quasi-judicial 
processes and institutions is an asset); excellent knowledge of economic and 
legal issues relating to the WTO, and of public international law, proven record 
of ability to manage the work of professional and support staff; ability to work 
independently and to cooperate with others in a multicultural environment; and 
excellent knowledge of English (knowledge of French and/or Spanish is an 
important asset). 














The starting salary is approximately Swiss francs 149,000 net per annum, and a 
full package of expatriate benefits is available. 

















interested candidates should send a detailed curriculum vitae to: 





Human Resources Section 
World Trade Organization 
Centre William Rappard 

Rue de Lausanne 154 

1211 Geneva 21, Switzerland 
Fax + 44-22-739-5772 
e-mail personnel@wto.org 









An application form may be downloaded from 
the WTO website: www.wto.org 


Applications should be received by 20 April 2001. 
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To be in the right place at the right time 
is to be everywhere at once. 


: You have a huge portfolio in markets 
around the globe. 
< And when you need to move in a hurry, 
< you want a world of buyers and sellers ready 
to trade — now. 

You. want Instinet. 

One ‘broker who gives you access to 
some of the deepest pools of liquidity in 
over 40: markets — trading electronically 
with thousands of institutions as well as 

: < through 20 exchanges worldwide. 


One broker who has the technology 
to handle even the largest, most com- 
plex cross-border orders — and handle 
the follow-up automatically. 

One broker who’s neutral. 

Who doesn’t trade against you or reveal 
your strategy — so that the best price can 
be yours. 

For complete information, call our inter- 
national freephone number +800 INSTINET 
(+800 4678 4638) or visit www.instinet.com 


As an agency broker, Instinet does not come between its clients and the best price, We do not commit capital, make markets ór make profits on 
> Spreads, ©2000 Instinet Corporation, all rights reserved. INSTINET and the INSTINET marque are registered service marks in the. United Suites and 
other countries. throughout the world. Instinet Corporation is member NASD/SIPC; and Instinet UK Limited is regulated inthe UK: by the SEA. 





-J Instinet 


A REUTERS Company 


Nothing comes between you 
and the best price.” 
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Can the world escape recession? 


AST year, the world economy enjoyed 
spectacular growth of almost 5%—its fast- 
est for 16 years. This year it looks much less 
buoyant. America and Japan, the two biggest 
economies, accounting for 46% of world out- 
put, are both teetering on the brink of reces- 
sion. Stockmarkets almost everywhere are 
tumbling: over the past year nearly $10 trillion 
has been wiped off global share values— 
equivalent to America’s annual output. And 
fears are mounting in some emerging econo- 
mies too, notably Argentina and Turkey. Is 
the world heading into recession? 

The central banks of America and Japan 
are clearly worried. This week, America’s Fed 
cut interest rates by half a percentage point for the third time 
this year. The Bank of Japan, in effect, pushed its rates back 
down to zero. Such easing is welcome in both economies, It 
will help to support demand. Despite these steps, however, 
both countries may still move into recession this year. If they 
- do, it will be the first time since 1974 that this has happened 
simultaneously in the world’s two biggest economies. During 
each of America’s previous three recessions, Japan boomed. 
And when Japan’s economy slumped in 1998, America’s con- 
tinued to roar. 

Today it is a different story. Even if America technically 
escapes a recession (defined as two consecutive quarters of 
falling output) this year, it will experience a sharp slowdown. 
Its Gop probably increased slightly in the first quarter, but ris- 
ing inventories and a slump in capital spending signal more 
weakness ahead. 

As a result of falling share prices, the net worth of Ameri- 
can households fell in 2000 for the first time since records be- 
gan 55 years ago. Lower share prices are denting confidence. In 
a recent survey by the University of Michigan (carried out be- 
fore the latest plunge in stocks), two-thirds of respondents 
believed that the economy was already in recession. The chal- 
lenge for the Fed is to stabilise the economy without prompt- 
ing suspicions that it is cutting interest rates to bail out inves- 
tors. The central bank is to be commended, therefore, for 
having the nerve to cut interest rates by a bit less than the 
market was expecting this week, while making it clear that it 
will cut further if the economy continues to weaken. 

The possibility that Japan’s economy will head into reces- 
sion may seem less shocking, After all, it has stagnated for the 
best part of a decade. Yet over the past couple of years Japan’s 
economic problems have been getting worse (see pages 73-75). 
Japan is the only developed economy to have experienced 
true deflation since the 1930s. This means that, although its 
real pe has increased in each of the past two years, Gpr in 
money terms has shrunk. Deflation has dragged the economy 
into a vicious circle, where falling prices encourage house- 
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holds to delay spending, thereby pushing 
prices lower still. Meanwhile, deflation in- 
creases the real burden of debt, further chok- 
ing demand. 

The Bank of Japan’s latest move is still not 
bold enough, but it is a step in the right di- 
rection. A return to zero interest rates is less 
significant than the introduction of what is, in 
effect, an inflation target: the Bank of Japan 
has said it will maintain its new policy until 
inflation rises above zero. Whether it achieves 
this is another matter, but this inflation target. 


flation is coming to an end, and the extra li- 
quidity should nudge down the yen. The 
trouble is, a sharp fall in the yen will be unpopular in Wash- 
ington if America itself sinks into recession. The Bank of Ja-. 

pan should have acted while America was still booming. -< 


A global plunge 


Japan’s policy paralysis has long held down its own economy. ~ 
But policymakers in Washington are now concerned that the 
economic and financial problems of the two giants could re- 
inforce each another. The dive on Wall Street and a slowing 
American economy have hurt Japanese share prices in recent 
weeks. In turn, fears about the impact of a falling stockmarket 
on Japan’s banking system have helped to drive American 


shares lower still. But what about the impact on the rest of the 


world economy? Globalisation of goods and capital markets 
have spread the benefits of both the American economic 
model and America’s economic boom further afield. Could it 
now globalise an American recession? i 
Conventional economic models, which focus on trade 
links, tend to understate the impact of an American recession 
on the rest of the world. In recent years, other channels have 
become more important, notably foreign direct investment 
and financial contagion through stockmarkets (see page 86). 
Against this background, the European Central Bank, the only 
major central bank not to cut interest rates this year, may be 
too complacent about Europe’s growth prospects. The trou- 
bles in America and Japan could dent growth by more than 
the ecs currently expects. For example, share prices in several 
European markets have fallen even further than on Wall 
Street, and even though fewer Europeans own shares, the 
plunge in share prices is likely to dent confidence—witness 
the sharp fall in Germany’s 1ro business indicator this week, 
Another new channel through which the recession virus 
could spread is the global information-technology supply 
chain that links America, Japan and Asia. As America’s rr 
spending bubble bursts, Asia’s exports will slump. South Ko- 
rea’s GDP fell in the fourth quarter of last year. Recession in 
America and Japan, emerging Asia’s two biggest export mar- 
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of sorts may help to persuade people that de- 
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kets, would severely hit the region. 

World cpr has not fallen in any year since the 1930s. Even 
during the oil crisis of the 1970s, world cpp rose. A true global 
recession would not only be painful, but it would carry huge 
aan encouraging countries once again to retreat behind 





protectionist barriers. With luck and some skill, a global 
slump can be avoided. Policymakers must be ready to sup- 
port economies, if necessary, by cutting interest rates or taxes. 
They must also ensure that the new world economy’s first re- 
cession does not send globalisation itself into reverse. 





New Europe, new America 


Pulling together, or pulling apart? 


F THERE could ever be a good moment for Europeans and 

Americans to relish another Balkan imbroglio, the fighting 
by ethnic-Albanians attempting to destabilise Macedonia is 
not it. In theory, such flare-ups should offer the European 
Union a chance to show some military mettle for all its talk of 
having a rapid-reaction force of its own, but in practice the 
Macedonian crisis comes when Europeans are still wholly 
unready for reaction. Meanwhile, the Bush administration is 
seeking to reduce America’s commitments, not add new ones. 
Americans and Europeans in naro have their fingers crossed 
that stronger patrols on the Kosovo-Macedonia border, to cut 
supplies to the rebels, will suffice. If not, they would be fool- 
ish to stand by while peace elsewhere in the region is put at 
risk. But even if they squeeze safely past this new Balkan dan- 
ger, will the ru’s ambitions to carry more weight in the world, 
and George Bush’s ambivalence about abroad, help Europe 
and America pull together, or pull apart? 

The Eu leaders gathering on March 23rd for their summit 
in Stockholm already have plenty of pressing business: de- 
fending their common agricultural policy from the financial 
ravages of foot-and-mouth disease, steering Europe’s still 
wobbly single currency, the euro, and preparing for the en- 
largement of the Eu itself, a continent-sized redesign that will 
affect all of Europe, from the Baltic to the Balkans. Given the 
sheer scale of the work in progress, Europeans are inevitably 
preoccupied with managing the stresses all this causes within 
the cu itself, particularly the testier relations between a bigger 
Germany and a pricklier France (see pages 25-28), rather than 
tending to the strains that have arisen with America, includ- 
ing those that concern Europe’s new military ambitions. 

Some think it is anyway time that Europe stepped out of 
America’s shadow in security matters. Britain and France, Eu- 
rope’s two warrior nations, led the charge to give the eu bet- 
ter-equipped and more mobile military forces of its own by 
2003 in part out of a shared shame at the feeble European 
contribution to the Kosovo campaign two years ago. Britain 
genuinely wants Europeans to do more that will benefit Nato 
and the alliance with America. France is equally keen to show 
military leadership, especially now that it cannot take Ger- 
many’s followership for granted in other areas. But it likes to 
emphasise Europe’s defence “autonomy”. Germany, for its 
part, likes anything that will build a tighter, more impressive- 
looking Union, and realises that, without military clout, the 
Eu will never be a world-class power. 

Despite all these differences in expectation, the Eu’s de- 
fence project, if done well, can still do something for every- 
one. More effective and deployable European forces that 
would gratify Britain should also please the Americans. They 
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have long fretted, rightly, that Europe carries too little of 
NATO’s defence burden; here at last is a way of giving the alli- 
ance more tools, for use perhaps in a future, Macedonia-like 
crisis. Stick a European arm-badge on some of them, and 
France can safely swell with Euro-pride, even as the £u and 
NATO co-ordinate closely who does what, with troops and 
equipment on which naro anyway has first call. Indeed, Ger- 
many. and Britain hope the new eu force will draw France 
closer into NATO, not pull naro and Europe apart. 

Getting serious about defence should also raise the Eu's 
sights beyond its own backyard. For all the concern about the 
Balkans, the biggest challenges to Europe’s interests and 
friends may well come in Africa, the Middle East or Asia. Eu- 
ropeans ought to be better equipped to lend a hand. In prac- 
tice, America may still prefer to do most military things its 
own way, when it is ready to act militarily at all. That is why 
some Americans choose to see Europe’s defence ambitions as 
a challenge. But America cannot have it both ways: if Europe- 
ans chip in more, they will deserve to be listened to more. 


Of braid, brawn and burdens 


Will Europeans really pull their weight? The greater risk is that 
the Eu’s new defence effort will damage naro not by suc- 
ceeding too well, but by falling short of its goal. By 2003 the EU 
will be ready at best for some pretty simple soldiering. The 
costly equipment for a true fighting force will come much 
later, if at all. Most governments have stopped cutting their 
defence budgets. Some are reorganising their armed forces for 
more useful duty. But none has yet put up the money needed 
to turn Europe’s paper army into a proper fighting force. So 
far, at least, it is all braid and no brawn. 

Europeans have their worries about Mr Bush’s America 
too. Talk of burden-sharing could turn out to be just a cover 
for burden-shedding. Thinking out loud about an American 
pull-out from the Balkans unnerved European officials who 
had lived through the near bust-up of the transatlantic alli- 
ance over the war in Bosnia. Then, too, America thought it did 
not “have a dog in that fight”. But if naro has a rationale, and 
if fighting in the Balkans—the worst in Europe in 50 years— 
should not be part of it, it is hard to see what should. 

In other words, if the alliance is to endure, America needs 
to stay engaged in Europe’s security affairs and Europeans 
need to be ready to do their bit, in the Balkans certainly, but 
also elsewhere. Even then there are some difficult discussions 
to come: over NATO’s Own expansion, America’s missile de- 
fences and everyone's relations with Russia. Pulling together 
is really the only option, but it will take two to do it. 
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Who will condemn China? 


China’s human-rights record is up for debate at the United 


Nations. Members should vote for censure 


HOSE who prefer quiet diplomacy to the megaphone 

kind often argue that shouting at the Chinese government 
about the way it treats its people is counter-productive. Far 
better, they argue, to work with the Chinese, not against them, 
sending teams to teach them about the rule of law and in- 
spectors to look at their prisons. In the meantime, of course, 
the non-confrontational attitude allows trade to flourish. 

The trouble with this approach is that it does not seem to 
be working. Most independent observers, as well as America’s 
State Department, believe that in recent years the Chinese 
government's treatment of its people has been getting worse, 
not better, probably because the Communist Party feels itself 
under threat. First the embryonic China Democracy Party 
was smashed. More recently, hundreds, even thousands, of 
people have been locked up for simply wanting to practise a 
form of meditative exercise called Falun Gong. As many as 
100 Falun Gong members, say the Americans, have been tor- 
tured to death. Tibetans and Uighurs are more actively re- 
pressed than ever. Psychiatric wards are filled with dissidents. 

So the Americans have this year, as last, tabled a motion 
of censure at the annual meeting of the un Commission on 
Human Rights. And once again, Europe has chosen the spine- 
less option. The Eu’s foreign ministers decided this week that 
they would not co-sponsor America’s resolution, though they 
would vote in favour of it. That might not sound too bad, but 
for one thing: there will probably not be a vote. 

If past form is anything to go by, the Chinese will head off 
the embarrassment by putting down a “no-action motion” 
and then twisting the arms of a majority of the commission’s 
53 members to make sure that it goes through. China has been 
busily buying votes, by making it clear to poor countries that 
their chances of Chinese aid are intimately linked to the way 
they raise their hands in Geneva. But if the no-action motion 
succeeds, there will not even be a debate, far less a vote, on 
America’s highly critical resolution. The proper course for the 
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EU would have been to co-sponsor the original resolution, as 
it used to do until a few years ago, when more commercial 
considerations intervened after back-to-back trips to Beijing 
by Helmut Kohl and Jacques Chirac. Instead, the Eu has taken 
the hypocrite’s way out. 

But why all this fuss about a vote that never had much 
chance of success in the first place? Because symbols matter, 
because China evidently cares about the Geneva vote (espe- 
cially as it may influence the decision on who gets the 2008 
Olympics) and because the UN remains the last place where 
China’s human-rights record can be seriously scrutinised. The 
lure of trade long ago detached human rights from matters 
economic. Once China joins the World Trade Organisation, 
even the annual American ritual of deciding whether China’s 
record is such as to allow it trade privileges will come to an 
end. As for Europe, its “dialogue” with the Chinese on human 
rights is carried on far out of sight by relatively lowly officials, 
not ministers. 


Solidly invertebrate Europe 


One of the sorriest roles in all of this belongs to Britain, nota- 
bly to its foreign secretary, Robin Cook, who once bravely 
spoke of giving British foreign policy an “ethical dimension”. 
Britain, apparently, wanted to see a tougher line on China at 
Geneva, but in the end bowed, as it has done ever since Mr 
Cook took over, to “European solidarity”, and backed the in- 
vertebrate line. Britain and other countries that claim to care 
about human rights, such as the Netherlands, Denmark and 
Sweden, could co-sponsor the America resolution as inde- 
pendent countries. But don’t count on it. 

The un’s human-rights commissioner, Mary Robinson, 
announced her resignation this week, funnily enough at the 
very moment that the £u was reaching its decision. She said 
she thought she could achieve more “outside the constraints 
that a multilateral organisation inevitably imposes”. Fancy. 





Tort on stilts 


Stop reading those articles about Julia Roberts. Have a think 


about corporate liability 


OST Americans say they hate lawyers. In America, even 

some lawyers say they hate lawyers. But everybody 
prefers lawyers to evil blood-sucking corporations. Julia Rob- 
erts is a strong contender for an Academy Award this week- 
end for her portrayal of Erin Brockovich—a legal assistant 
with problems, yet brave enough, smart enough and just 
good-looking enough to call capitalism to account. This love- 
hate relationship is a national obsession. John Grisham, a for- 
mer personal-injury lawyer, is among America’s most pop- 
ular authors. Hardly an evening goes by without a legal 
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drama on television. Sexy lawyers with interestingly compli- 
cated lives fight the ogres of big business; slimy ones defend 
them cynically before hurrying off to torture puppies. 

Using the law to bash business can get out of hand. When 
it works, America’s corporate-liability regime encourages 
companies to serve the public better. At its best, it beats the 
alternative—namely, overweening regulation. At its worst, 
though, it fails to spur good conduct and merely transfers 
wealth from taxpayers and consumers to lawyers, ruining 
many a business into the bargain. The real events on which 
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“Erin Brockovich” is based, in fact, seem to conform more to 
this second type than to the first, but here is not the place to 
dwell on Hollywood’s fearless quest for truth. With a new 
president in the White House—one less in hock to the plain- 
tiffs’ bar, and with a good record of tort reform in Texas—the 
question is whether further curbs on corporate liability 
would make sense, and whether they might now be possible. 

As George Bush’s record in Texas suggests, recent years 
have seen plenty of action on tort reform in particular states. 
Here and there, new limits have been placed on punitive 
damages; the law has been changed to make it harder to sue 
companies only tangentially related to the harm in question; 
there are new penalties for plaintiffs bringing frivolous suits; 
and so forth. Changes of this kind have probably contributed 
to a reduction in the number of suits being brought. 

But as the number of cases has diminished, the size. of 
awards has soared, stretching the link between harm suffered 
and damages recovered to the point of invisibility. In the face 
of this risk, many companies settle cases before they come to 
trial; this can be a form of legalised extortion. New fields of 
mischief have opened up—notably, cases brought by share- 
holders against the companies they own (an especially self- 
defeating kind of litigation, except for lawyers). Colossal 
awards in tobacco and asbestos cases have given lawyers vast 
new resources, and political clout, to extend their scope (see 
page 63). Meanwhile, piecemeal reform in the states has 
added to the problem of jurisdiction hopping, with lawyers 
hunting for the best place in which to lodge their cases. In 
short, further curbs are needed. 

The new president has talked of making it easier to get big 


cases moved to federal courts. On balance, this is a good idea: 
a remedy for jurisdiction hopping. It would also shift the fo- 
cus of reform from state laws to federal laws, making the issue 
worthy of the time Congress would need to spend on it. 

Here are some further suggestions. Tighten caps on puni- 
tive damages again. Even better, deem that punitive damages 
should be paid not to plaintiffs (and their lawyers) but to the 
government: punitive damages are akin to a fine, and should 
not form part of the victims’ compensation (or the lawyers’ 
reward). Tighter limits on class-action lawsuits are called for: 
under present rules, too many of the classes are artificial, 
lumping together plaintiffs who may not even be aware that 
an action has been brought on their behalf. 

Congress should also think hard about the so-called Eng- 
lish rule, under which unsuccessful plaintiffs have to pay de- 
fendants’ costs. It would be a mistake to go all the way in this. 
If defendants had discretion in running up vast costs, with 
the bill automatically handed to the unsuccessful plaintiff, 
even the worthiest cases might never be brought, so intimi- 
dating would that danger be. The award of costs ought to be 
at the court’s discretion, with due regard both to whether the 
defendants’ costs were reasonable and to the prima facie 
merit of the plaintiffs’ case. 

Hollywood must help as well. How about getting Julia 
Roberts to play a manager driven to a nervous breakdown by 
a specious environmental lawsuit? In the last half-hour, she 
would recover improbably, see a prominent green activist 
jailed for murder, and consummate a romantic attachment to 
Brad Pitt, the crusading journalist who helped expose the 
whole scam. It’s yours, Mr Spielberg, with our blessing. 





Argentina's desperate choices 


Even Domingo Cavallo may not be able to stave off a debt default 


T IS fitting that Domingo Cavallo should have been drafted 

in this week as Argentina’s new economy minister—the 
third person to hold that job this month. He is now seen as 
the only man capable of maintaining the currency-board sys- 
tem that he set up a decade ago. That system pegs the peso by 
law at parity to the dollar and, in effect, hands monetary pol- 
icy over to the United States Federal Reserve. Not only has the 
device killed hyperinflation; for much of the 1990s, it de- 
livered strong growth. But Argentina’s economy has now 
been locked in a recession for almost three years. The cur- 
rency board has become a straitjacket. 

In January, President Fernando de la Rua’s Alliance gov- 
ernment thought it had at last found the key. An agreement 
with the mg, involving loans and credit guarantees amount- 
ing to $39.7 billion, seemed to offer a respite. So did cuts in 
American interest rates and a (temporary) weakening of the 
mighty dollar, and thus the peso. 

The economy, however, did not pick up, though the fiscal 
deficit did. With markets twitchy, Mr de la Rua turned to Ri- 
cardo Lopez Murphy, a free-market economist from his Radi- 
cal party. Mr Lopez did as he was asked: on March 16th, he 
announced budget cuts of $2 billion this year, and $2.5 billion 
in 2002. But over half the proposed cuts were in education 
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spending, prompting three ministers, and six other senior of- 
ficials, to resign, and Frepaso, the Alliance’s junior (and more 
left-wing) partner, to walk out of the government. 

Investors panicked. So did Mr de la Rua. He clumsily 
abandoned Mr Lopez in favour of Mr Cavallo. Mr Cavallo 
now leads a small conservative party, but he has two bigger 
assets. With a well-cultivated image as an economic saviour, 
he has the trust of investors. And unlike the dithering Mr de la 
Rua, he is forcefully decisive. Will those qualities be enough? 


The political test 


Argentina’s drama is that it has almost run out of room for 
economic manoeuvre. On the one hand, the strength of the 
dollar has made it hard for Argentina’s exports (only 11% of 
which go to the United States) to compete, especially after 
Brazil, its main trading partner, devalued in 1999. The econ- 
omy has had to adjust through deflation: prices and wages 
have fallen. That has simply prolonged the recession. 

Nor can the government freely use fiscal policy to kick the 
economy into action. Fiscal profligacy in the later years of Mr 
Menem, Mr de la Rua’s predecessor, meant that Argentina 
piled up debt, which now stands at close to 50% of cpp. Ar- 
gentina is now in a vicious circle. The political fragility of Mr 
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de la Rua’s government has worried investors, forcing up in- 


terest rates, which depress growth and add to the debt bur- 
den, while the recession means tax revenues are falling. 

So what can Mr Cavallo do? Abandoning the currency 
board would still be the most expensive option, because the 
economy is already partly dollarised. Firms would be de- 
stroyed by the burden of their dollar debts, intensifying the 
recession. In an announcement on March zist, Mr Cavallo 
gave few details of how he would change spending and taxes 
to cut the budget deficit by a proposed $3 billion. But he did 
say that he intended to tax financial transactions and would 
think about reforming import tariffs—lowering them on capi- 
tal goods, raising them on consumer goods. 

Politically, spending cuts pose the biggest problem. There 
is much scope to eliminate waste, but this is hard to do 
quickly. So Mr Cavallo may seek to use his reputation to per- 
suade Wall Street and the mr to back a rescheduling of Ar- 






gentina’s debts (or, if you prefer, a default). : 

The question is whether Mr Cavallo will get backing for 
his programme. He will have to persuade Congress to grant 
him emergency powers (see page 43). Argentine politicians 
share responsibility for the failure to reform the state. It would 
be nice to think that they will now actin the national interest. 
But they may not. Having torn up the Alliance with which he 
was elected, Mr de la Rua has to create a. new, cross-party co- 
alition, just seven months before congressional elections. That 
would be hard even for a more effective politician. 

Wish him well, though. Failure would mean that Argen- 
tina would almost certainly find itself heading for a unilateral 
debt default, which might increase the cost of credit in all 
emerging markets. Meanwhile, if some bright economist 
should argue that currency-boards are a miracle cure for any 
unstable third-world country, irrespective of its circum- 
stances, show him the door. 








India’s corruption scandal shows how much the Internet is changing politics 


ANGARU LAXMAN, the president of the main party in 

India’s ruling coalition, made several mistakes. One was 
to accept some money that looked very like a bribe. Another 
was to take it without checking the credentials of those who 
offered it. But Mr Laxman also had bad luck. His temptation 
took place in the Internet age, when not all journalists are 
constrained by lumbering technology and nervous propri- 
etors. A few years ago, such an audacious sting would proba- 
bly not have been organised. Nowadays, with little to lose, 
lots to gain and the ability to publish instantly and exten- 
sively, the press is freer than ever before. 

Mr Laxman and India’s defence minister, George Fer- 
nandes, have had to step down in disgrace. Jaya Jaitly, the 
president of the Samata Party, which is also in the ruling co- 
alition, has had to resign. Indeed, the entire government may 
yet fall. The clear victor, however, is the Internet, which is 
opening up government everywhere to scrutiny on a scale 
that has never been seen before. 

It does this in several ways. First, the Internet vastly lowers 
the costs of entry into the media preserve. A website costs 
much less than a printing press to set up, and its running costs 
are dramatically lower. An Internet newspaper dispenses 
with newsprint and physical distribution, the two largest 
costs for any newspaper. With the Internet, anyone can be a 
magazine or book publisher, an investigative reporter or even 
a television station. Second, the Net’s reach is far greater. In 
the latest scandal, interested parties not just in India but all 
over the world had instant access to an impressive mass of 
material from the moment of publication. 

In India, it might be argued, such a development does not 
radically alter the balance between the government and the 
governed, since a lively and free press has long existed there. 
Still, it was in fact an Internet company, tehelka.com, that car- 
ried out the exercise, and not one of India’s established and 
exceilent, though sometimes rather cautious, newspapers or 
magazines. But the real advantage of the Internet will be seen 
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in countries where the existing press is much less free than In- 
dia’s. The changes can already be seen. In Malaysia, for exam- 
ple, the only objective reporting to be found comes from ma- 
laysiakinicom. In Singapore, sintercom.org is taking a close 
look at press censorship. During the recent arguments about 
the merits of putting General Augusto Pinochet on trial, Chil- 
eans could get the most objective information not from 
Chile’s papers, but from elmostrador.cl. 

And no wonder. Internet sites are intrinsically harder to 
control than newspapers. They have no valuable and immov- 
able presses to seize, no newsprint to ration, no distributors to 
lean on (though Internet service-providers can be intimi- 
dated). If necessary, a site can easily move abroad. 


Oxygen in the ether 


You can judge a man by his enemies, it is said, and the same 
goes for technologies. China is more neurotic about the In- 
ternet than almost any other country, blocking access to a 
long list of forbidden sites that include those of the New York 
Times, the Bac and CNN. That would not prevent a really de- 
termined reader from logging on via a service-provider based 
abroad, though for the moment that is prohibitively expen- 
sive, or from using a proxy server, though the authorities are 
getting the measure of that. 

It is, however, a losing battle. China already has 30m In- 
ternet users, and the number is likely to grow dramatically. 
Dissident organisations abroad can, and do, send their (unso- 
licited) reports to hundreds of thousands of e-mail recipients 
in China. There, as elsewhere, thousands of bulletin boards, 
on which people post news and views that could never in the 
past appear in print, have sprung up. As the amount of in- 
formation, and the number of providers, on the Internet ex- 
pands, the medium will become harder and harder to moni- 
tor, Much of the information may be rubbish, but no wonder 
the world’s despots are worried. 
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Scenes from a marriage 


PARIS AND BERLIN 


For 50 years, France and Germany have been jointly driving Europe. But is 


this partnership heading for divorce? 


FEW weeks before German unification, 

at a Franco-German summit in 1990, the 
French president, François Mitterrand, gave 
what Le Monde called a “bitter” little speech. 
Mitterrand declared that France had “no 
complexes” about the emergence of a great 
new German power at the heart of Europe. A 
new era for Europe was opening up, in 
which he predicted there would be “no lack 
of conflicts, rivalries and misunderstand- 
ings.” Indeed, he went on, “Idon’t know why 
I speak of the future.” 

His German hosts were aghast. On the 
eve of the greatest event in their post-war 
history, they had expected a little more en- 
thusiasm from their self-proclaimed “clos- 
est friend and most important partner”. Mit- 
terrand’s claim that France had “no 
complexes” was clearly disingenuous: this 
was the man who, after the fall of the Berlin 
wall, had rushed off for talks with the Rus- 
sian president, Mikhail Gorbachev, and 
then tosee the East German leader, Erich Ho- 
necker, apparently in a desperate bid to pre- 
vent unification. But in predicting rising ten- 
sions between the twocountries that had led 
Europe so effectively for the previous 40 
years, Mitterrand was absolutely right. 

Over the past decade, the squabbles and 
sulks have become ever more frequent and 
public. France and Germany have rowed not 
just over German unification but also over 
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German recognition of Croatia; the resump- 
tion of French nuclear tests (without con- 
sultation); French moves (again without 
consultation) to an all-professional army; 
French resistance to a German “stability 
pact” for Europe’s single currency; French in- 
sistence on a French head for the European 
Central Bank; German demands for a reduc- 
tion in its contribution to Europe’s budget; 
reform of Europe’s common agricultural 
policy (which favours France); European en- 
largement (of which France is wary); the re- 
weighting of votes in the European Council 
(to take account of Germany’s larger popula- 
tion); relations with America; relations with 
Russia. The list goes on and on. 

For the past half-century, both sides 
have repeated the mantra that nothing can 
happen in Europe unless the continent's two 
heavyweights agree. Their unique partner- 
ship was at once indispensable and irre- 
placeable. Yet so much seems to divide the 
two countries that it is difficult to see how 
this marriage ever worked. France is an old, 
traditionally centralised, Catholic, hierar- 
chical country where the état nation—the 
state as nation—is not just a political con- 
cept, but a way of life. Germany is a rather 
new, highly decentralised, more Protestant, 
now deeply democratic country which ab- 
hors, for historical reasons, anything smack- 
ing ofan authoritarian state. The French area 


fiery, temperamental, elitist people with a 
penchant for lesdemi-vérités qui arrangent, 
convenient half-truths; the Germans, more 
down-to-earth, sentimental and egalitarian, 
prefer les vérités qui dérangent—uncom- 
fortable truths. 

The two countries’ visions of Europe, in 
so far as they are known, appear totally op- 
posed. Most Germans want a federal Eu- 
rope, albeit based on nation-states, with its 
own constitution, strong government, 
proper parliament, directly-elected presi- 
dent (one day) and a single but non-exclu- 
sive avant-garde, or inner group of countries 
keen to move ahead faster than the rest. For 
the Germans, a common European foreign 
and security policy is an essential part of this 
vision. They know they cannot act unilat- 
erally, and insist that they have no desire to; 
for if they ever tried, they would, in the 
words of their Green foreign minister, 
Joschka Fischer, “crash straight into the 
sandbank of an anti-German coalition.” 

Although both Jacques Delors, the for- 
mer president of the European Commission, 
and President Jacques Chirac have espoused 
the catch-all term “federation of nation- 
states”, many of France’s ruling elite prefer 
an “inter-governmental” approach, run by 
member-governments themselves, nota su- 
pra-national one. The French seem to be 
increasingly allergic to anything smacking of 
an integrated federation. Most of them op- 
pose a European government or president. 
They are nervous about a constitution. They 
would prefer to see different groups of coun- 
tries working together on different issues (in 
the jargon, they prefer “variable geometry” 
toaninner “hard core”). And they stoutly re- 
sist any idea of abandoning their sovereignty 
over foreign and security policy. 

Some leading French officials, increas- 
ingly nervous about German federal de- 
signs, secretly confess that their ideal would 
be a directoire of the biggest countries: 
France, Germany, Britain, Spain, Italy and 
eventually Poland. But even they admit that 
this could never work. 


Personal animosities 


The French tend to blame the current Ger- 
man chancellor for the couple’s present 
woes. They feel that Gerhard Schréder, a 
Protestant from the north of Germany who 
was not born until the final year of the war in 
Europe, has neither the same sense of his- 
torical guilt nor the same passionate com- 
mitment to the Franco-German relation- 
ship, and to Europe, as his Catholic 
Rhineland predecessor, Helmut Kohl. Even 
before he came to power, Mr Schröder was 
suggesting a “rapid expansion” of the 
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Franco-German axis into a Franco-German- 
British triangle. Then, immediately after his 
election, came all that talk of Germany hav- 
ing become a “normal” country, “which 
feels neither superior nor inferior to anyone 
{and which] will not hesitate to defend its 
own interests”. 

The Germans, for their part, complain of 
a similar absence of European ardour 
among France’s leaders. And the increasingly 
open rivalry between the Gaullist president 
and his Socialist prime minister, Lionel Jos- 
pin, in the approach to next year’s presiden- 
tial elections is making matters worse. It is 
impossible to know what the French are 
thinking on anything any more, the Ger- 
mans grumble. There is no vision, no will. 
They moan that the French ruling class, 
largely trained at the elite Ecole Nationale 
d’Administration, is out of touch with real- 
ity, still promoting French national interests 
at the expense of Europe’s. 

Incontrast to the close relations between 
past French and German leaders, there is cer- 
tainly not much warmth between Mr 
Schroder and Messrs Chirac and Jospin, de- 
spite the forced use of the familiar tu and du. 
But what is wrong with today’s Franco- 
German relationship goes far beyond 
personalities. It is structural. And that is why 
some analysts, on both sides, are beginning 
to suggest that it may not be soeasy to put the 
pieces back together. 


Shifts of power 


Over the past decade, the whole foundation 
of the relationship has changed. With unifi- 
cation, Germany, once regarded as an econ- 
omic giant but a political dwarf, stuck out on 
the edge of Western Europe, has become a 
“power factor” at the heart of an expanding 
Europe. (The phrase is Mr Fischer's; the Ger- 
mans hesitate to call themselves a world 
power, or even a European one.) With the 
end of supervision by the four occupying 
powers, Germany has regained its unal- 
loyed sovereignty over its foreign affairs. For 
the first time in its history, it finds itself sur- 
rounded only by friends. A new, post-war 
generation of leaders is in power who, while 
never forgetting the horrors of the past, no 
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longer feels the same need’ to- bow and 
scrape, repeat mea culpas, or endlessly cosy 
up to France. 

At the same time, France, once the domi- 
nant partner, finds itself confronted by a 
mightier, more self-confident neighbour 
with a population and economy a 
third bigger than its own. Once it- 
self at the hub of Europe, France 
now sees itself as just another 
spoke. With the end of the cold war, its 

self-appointed role as a pivot between 
the two former superpowers has gone. 
Its strategic importance as an independent 
nuclear power has vastly diminished too. 

Now, as the £u expands, France is find- 
ing it increasingly difficult to shape Europe 
inits own image. As Hubert Védrine, France’s 
foreign minister, admitted in a recent book, 
Europe has ceased to be an “automatic mul- 
tiplier of influence” for France. “Today,” he 
writes, “we are confronted by a system 
which is more complex, more unsta- 
ble...where relations are less harmonious, 
roles less well defined, the results less pre- 
dictable and less often close to our line.” 

Itis not easy for a country as vainglorious 
as France to accept a big shift in its place in 
the world and, consequently, in its image of 
itself. Part of the nationalistic bluster about 
France's gloire, its rayonnement (radiating 
influence) across the globe, its need to pre- 
serve its place “at the top table of nations”, is 
born out of an obsession with its decline as a 
former colonial power and a growing sense 
of inferiority, particularly towards Ger- 
many, with which it constantly compares it- 
self. France must always be the best, the most 
intelligent, the most beautiful. “The trouble 
with the French,” sighs one German dip- 
lomat, “is that they need to be kissed at least 
twice a day, otherwise they feel unloved.” 

Although the Germans also stand in awe 
of much that France has to offer—its culture, 
its elegance, its gastronomy, its gaiety—they 
do not feel the same need constantly to en- 
gage in beauty contests with the French. But 
this disconcerts the French all the more. The 
Germans, they grumble, are always so 
damned careful to keep their heads down, to 
keep quiet about their strengths and victo- 
ries, to avoid appearing too dominating. But 
surely this modest facade is just hiding a se- 
cret sense of superiority, which allows the 
German eagle to suffer the little French cock 
to crow? (“Why, for heaven’s sake, did we 
have to choose such a bird as our national 
emblem?” a French diplomat moans.) 

Of course, the French protest, they have 
absolutely no qualms about having a bigger, 
stronger, more assertive neighbour the other 
side of the Rhine—provided, they add sotto 
voce, the Germans do not use their new 
power to create a position of dominance in 
Europe. But that is precisely what some 
Frenchmen suspect the Germans of seeking 
todo. Over the past couple of years, a spate of 
alarmist books and newspaper articles has 





appeared in France. Alain Griotteray, a for- 
mer deputy on thecentre-right, suggests that 
“the current greater Germany is only a more 
peaceful, but no less dangerous, version of 
the eternal Germany.” Pierre Marion, a for- 
mer head of the French secret service, goes 
further, hinting that no nation can easily 
throw off its history, and talking of “the per- 
manent will of our neighbours to impose 
their way of life, ideas, manner of running 
things.” France, he says, “faces being sub- 
merged in a developing federal system con- 
trolled by the Germans.” 


Unleashed desires 


Such critics, most over the age of 70, are easily 
dismissed. Nevertheless, they point to an 
underlying French apprehension about Ger- 
man political and economic supremacy in 
Europe. “The fear of Germany is back,” 
wrote Philippe Delmas, a former aide to 
France’s ex-foreign minister, Roland Dumas, 
in a book published shortly after Mr 
Schroder came to power. (The German edi- 
tion, though not the French, was called “On 
the Next War with Germany”. “Germany is 
already the greatest political force in Europe. 
Nothing it can say or do alleviates its neigh- 
bour’s anxieties. It threatens despite itself 
and nowhere more so than in France. The 
French are convinced that the Germans, like 
them, are driven by the desire for power. 
Whatever Germany does fills France with 
suspicion.” 

Behind closed doors, others say the 
same. At the beginning of the 1990s, Mitter- 
rand sought to subjugate the new bigger Ger- 
many by binding it into an ever-more- 
closely integrated (and preferably French- 
led) £u. Today, French resistance to the Ger- 
man push towards integration is based at 
least in part ona fear of German domination 
in a future federal Europe of perhaps 27 
members, including most of the countries in 
Germany’s traditional “sphere of influence” 
in Central and Eastern Europe. “France still 
wants to bind Germany, but without bind- 
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ing itself,” says Karl Lamers, the Christian 
Democrats’ spokesman on foreign affairs. 

The Germans were dismayed last sum- 
mer when Jean-Pierre Chevénement, then 
France’s interior minister, accused them of 
“still dreaming of a Holy Roman Empire of 
the German nation” after Mr Fischer’s 
speech outlining his “personal” vision of a 
federalist Europe. They were even more 
deeply shocked at last December's grand eu 
summit in Nice when, during the row over 
whether Germany should have more votes 
than France, Mr Chirac appeared to hint at 
his own fears of German hegemonic designs. 
After three German invasions of France in 
the space of 70 years, reconciliation between 
the two countries was possible, he insisted, 
- only on the basis of absolute parity. 


Post-Nice depression 


Believers in the Franco-German partnership 
are quick to point out that the couple have 
always had their ups and downs. The latest 
spat at Nice was no worse than 
many others, they insist. But 
Nice revealed a lot about the 
state of the marriage. France 
and Germany seemed to be at 
loggerheads over almost 
everything. For the first time, 
the Germans showed that 
they were no longer in thrall to 
the French. 

“The Franco-German 
friendship is neither natural 
nor automatic,” Mitterrand 
once said. “It is under constant 
construction and supported at 
every moment by a political 
will” At Nice, that will ap- 
peared to be lacking. A turn- 
ing-point had been reached. 
“The game is over,” says Jean- 
Pierre Froehly, an analyst at the 
German Society for Foreign 
Policy, who says he used to be 
a strong supporter of the Franco-German 
partnership. “It cannot go on. There are no 
- more converging ideas, no more common vi- 
sions, no more interest... Ever since 1989, the 
vaunted Franco-German dialogue has been 
simply a question of crisis management.” 

While not willing to go quite so far, a se- 
nior French diplomat admits that the 
Franco-German couple is sick. “Both the 
French and the Germans are preoccupied 
with their own domestic affairs,” he moans: 


Each suspects the other of trying to push its own 
purely national interests at the expense of Europe. 
The two wheels of the Franco-German axis are no 
longer enough to support the heavy tank that Eu- 
rope has become. More and more people in both 
Berlin and Paris feel it would be better balanced if 
there were a third wheel. It is a pity that Britain is 
not yet ready. I'm sure that Tony Blair is a con- 
vinced European. 1 know that both France and 
Germany have tried flirting with Britain before. 
But hitherto it has always been against the other. 
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Although such views tend to be pooh- 
poohed in both capitals as unrealistic and,at 
the same time, shockingly politically incor- 
rect, they are beginning to find an echo in 
some of the highest French government cir- 
cles. In Paris these days, Britain’s prime min- 
ister is certainly in much better odour than 
Germany’s chancellor. The same voices 
which, only two years ago, were insisting 
that the building of Europe would be para- 
lysed if ever the Franco-German couple split 
up, can now be heard mentioning the un- 
mentionable. “Of course, it would be better 
if we could relaunch our partnership, but we 
[the French] aren't going to die if we don’t,” 
says one senior official. “Although things 
would be more difficult, Europe would not 
cease to function.” 

In the aftermath of Nice, Messrs Chirac 
and Schroder have ordered their foreign 
ministers to conduct a thorough review of all 
the issues dividing the two sides. Everything 
is supposed to be settled before the next 





Franco-German summit in June. The lines 
between Paris and Berlin are buzzing as 
never before. Weekly video-conferences be- 
tween senior civil servants have been set up. 
Mr Védrine and Mr Fischer are meeting for 
talks in person once a month. Their respec- 
tive bosses have agreed to get together with 
their foreign ministers for an informal din- 
ner at least once every six to eight weeks. 
Both sides have promised to give a new 
boost to the Franco-German motor as Eu- 
rope’s driving force. 

But have the two drifted too far apart to- 
come back together again? No, says Mr 
Lamers. “There can be no European Union 
without a union between France and Ger- 
many. We are complementary. If we can 
thrash out a solution, then it becomes a kind 
of model on which all the others.can reach 
agreement.” Michael Steiner, Mr Schréder’s 
foreign-policy adviser, refers toa certain “in- 
definable mystique”, unlike that existing be- 








tween any other two gu states. 

One German diplomat thinks Nice has 
even made things better, because the Ger- 
mans are no longer trying to operate from a 
position of inferiority, “The French”, he says, 
“are not used to us not being submissive. We 
must now be very careful and patient with 
them. But it’s so much easier to do when 
you're feeling self-assured.” 


The ties that bind 


Although there is much that separates the 
two countries, there is also much that binds 
them, not least their geography. Germany 
and France are also mainland Europe’s two 
biggest economies. Both are members of the 
euro zone. They are each other's main trad- 
ing partner. They share a common culture 
and, willy-nilly, a common history: no fewer 
than 23 wars against one another over four 
centuries, according to Mr Delmas’s esti- 
mates. Although tourism between the two 
countries remains scarce, the two peoples 
learn about one another 
through some 150,000 educa- 
tional exchanges every year 
and the official “twinnings” of 
more than 4,000 towns and vil- 
lages. And despite the increas- 
ing dominance of the English 
language, a quarter of German 
secondary-school pupils and 
around a fifth of those in 
France continue to learn each 
other's tongue at least as a sec- 
ond foreign language. Accord- 
ing to the opinion polls, each 
country now regards the other 
as its closest friend and staun- 
chest European ally. That is an 
astonishing achievement. 

The predominant feeling in 
both countries is still that the 
Franco-German marriage will 
survive. Both sides have too 
much to lose if it does not. Offi- 
cials maintain that the gap between the part- 
ners on many European issues is not as un- 
bridgeable as it sometimes seems. And Mr 
Schroder, who gaily confessed to knowing 
nothing about foreign affairs when he came 
to power, has recently surprised everyone 
with his new keen interest in, and knowl- 
edge of, Europe. “He’s so committed,” said 
one normally cynical French analyst after a 
recent meeting with the German chancellor. 
“I was very impressed. It is this, above all, 
that has reassured me about the future of the 
couple.” 

Nothing is yet assured, however. As Nice 
showed, a great deal has changed in this 
marriage, not least the balance of power in- 
side it. Partnerships can be patched up, of 
course, and partners can rubalong while dis- 
agreeing. But it would be foolish to think that 
the Franco-German ménage can go back to 
being what it was. 
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Balkan dangers 


NATO Said it was intensifying 
efforts to stop ethnic-Albanian 
fighters crossing the border 
from Kosovo into Macedo- 
nia. A new guerrilla move- 
ment has emerged in the hills 
north of Tetovo, a stronghold 
of the country’s Albanian mi- 
nority. But America, Britain 
and other alliance countries 
were reluctant to send extra 
troops to the region. A police- 
man was shot dead and an- 
other injured in Skopje, Mac- 
edonia’s capital, raising fears 


Following last month’s arrest 
of an American FB1 agent for 
spying for Russia, the United 
States expelled six Russian 
diplomats and told around 50 
more support staff to go in 
due course. The Kremlin was 
expected to retaliate. 


Bertrand Delanoé was elected 
mayor of Paris, the first left- 
winger to win the job for 
more than a century. In other 
local elections in France, the 
results were mixed, with the 
right doing a bit better than 
expected. 


Five German service-sector 

trade unions merged to form 

ver.di, the biggest trade union 
in the free world. 


Kemal Dervis, Turkey's new 
economic minister, set out 
steps to clear up the country’s 
economic mess. The govern- 
ment also listed the judicial 
and other reforms it is ready 
to make to help get Turkey 
into the Eu. 





that the violence might spread. 
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ETA, the Basque separatist ter- 
ror group, killed the deputy 
mayor of a small town in the 
Basque region a week after 
setting off two car-bombs in 
Mediterranean resorts. 


As Britain’s attempts to stem a 
foot-and-mouth epidemic 
appeared to be failing, the first 
cases were reported in the 
Netherlands and Ireland. 


No dissent 


The military-led government 
of Pakistan detained opposi- 
tion leaders in an effort to 
stop a rally calling for the res- 
toration of democracy. 


In the latest of a series of ex- 
plosions in China, two chil- 
dren died in an accidental 
blast at an illegal fireworks 
factory in Anhui province. An 
earlier explosion blamed on 
fireworks killed 42 people, 
mostly children, in Jiangxi 
province. A series of explo- 
sions in the city of Shijiaz- 
huang that killed 108 people 


was blamed on malcontents. 


Gao Zhan, a Chinese academic 
permanently resident in the 
United States, was detained 
during a visit to her family in 
China. A government 
spokesman said she had been 
involved in “activities damag- 
ing state security”. 


The Indian army set up a 
court of inquiry to examine 
the conduct of officials shown 
on a website apparently re- 
ceiving bribes. Earlier, the de- 
fence minister, George Fer- 
nandes, had resigned. 








No thank you 


A proposed visit by a Com- 
monwealth ministerial team to 
look into the intimidation of 
Zimbabwe's judiciary and 
the press was rejected by the 
government. 


The United Nations confirmed 
that all the warring parties in 
the war in Congo were pull- 
ing back a little from their 
frontline positions. 


To the dismay of Ugandans 
who still hoped for a broad- 
based government, Kizza Besi- 
gye, who had come second to 
the incumbent, Yoweri Muse- 
veni, in the recent presidential 
election, was prevented from 
leaving the country in order to 
face questioning by police. 


In what was seen as a test 
case, Senegal’s highest court 
said it could not try Hisséne 
Habré, a former ruler of 
Chad who has lived in Sene- 
gal since 1990, because his al- 
leged crimes had been com- 
mitted outside Senegal. 





Ariel Sharon, Israel’s new 
prime minister, joined the line 
of world leaders paying court 
to George Bush. Mr Sharon 
stressed Palestinian culpability 
for the continuing violence in 
(Og region. Mr Bush said the 
A” ericans would facilitate, 
but not force, peace. 


Mary Robinson, frustrated 
by lack of support and 
money, announced that she 
would step down as United 
Nations human-rights com- 
missioner in September. A 
British government minister, 
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is 
Mo Mowlam, is among He 
suggested successors 
The International Court of >? 
Justice ruled on a long-stand- 
ing territorial dispute between 
two Gulf emirates, Bahrain 
and Qatar. Both countries 
accepted the ruling. 


Argentine cries again 


More turmoil in Argentina: 
Domingo Cavallo became the 
country’s third economy min- 
ister in three weeks, after 
spending cuts proposed by his 
predecessor had provoked the 
rupture of President Fernando 
de la Rua’s governing Alliance. 
Mr Cavallo, who put in place 
the system that ties the coun- 
try’s currency to the dollar, 
asked for emergency powers 
to impose spending cuts, and 
tax and tariff changes. 








In Brazil, the world’s largest 
offshore oil platform sank, 
days after an explosion that 
had killed ten workers. It pro- 
duced around 5% of the coun- 
try’s oil output. Its loss con- 
tributed to mild currency 
jitters—and a surprise interest- 
rate rise. 


The United States Senate, 
debating the McCain-Feingold 
bill to reform campaign fin- 
ance, passed an amendment 
to help candidates pay for 
their campaigns when faced 
by a rich challenger. 


Demand for electricity again 
exceeded supply in Califor- 
nia, and the state was obliged 
to impose rolling blackouts 
over several days. 
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Rates keep falling 


America’s Federal Reserve 
cut interest rates by half a 
percentage point to 5%. Inves- 
tors had hoped for more; the 
Dow Jones Industrial Average 
and the Nasdaq index both 
continued to fall. America’s 
consumer-price index rose 
more than expected in Febru- 
ary, by 0.3%, to give a 12- 
month increase of 3.5%. Amer- 
ica’s trade deficit in goods and 
services widened slightly in 
January to $33.3 billion. 


Inan effort to revive its flag- 
ging economy, Japan in effect 
put its interest rates back to 
zero. The sudden shift in pol- 
icy may help spur consump- 
tion and head off the con- 
sumer-price deflation that has 
dogged the Japanese economy 
for over a year. Yoshiro Mori, 
Japan’s embattled prime min- 
ister, and George Bush prom- 
ised co-operation after a 
meeting at the White House. 











Europe’s economies had 
appeared in better shape than 
those of Japan and America. 
However, Germany's closely 
watched tro index of business 
confidence fell faster than 
anticipated in February, In- 
dustrial output in the euro 
area declined by an alarming 
1.9% in January. 


Changing hands 


BHP, an Australian mining 
group, announced it would 
merge with Billiton, a smaller 
British rival with South Afri- 
can roots. The combined firm 
would have a market capital- 
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isation of nearly $30 billion, 
putting it behind only Amer- 
ica’s Alcoa in mining’s league 
table. Rumours abounded that 
Britain’s Anglo American or 
Canada’s Alcan might launch 
a counterbid. 





Whitbread, a British leisure 
group, said it would sell 3,000 
pubs to Morgan Grenfell Priv- 
ate Equity for £16 billion ($2.3 
billion). Nomura, a Japanese 
investment firm with a pub 
chain, and Punch Taverns, 
Britain’s second-largest land- 
lord, lost out in their bids to 
top up their pub portfolios. 


Spain’s government an- 
nounced the price range for 
an initial public offering of 

its remaining 53.9% stake in 
Iberia. The airline will be val- 
ued at up to €1.95 billion ($1.75 
billion) compared with over 
€2.5 billion in 1999. Industrial 
unrest at Iberia and a volatile 
stockmarket may deter inves- 
tors despite the price cut. 


Interpublic, an American 
advertising company, agreed 
to pay $2.1 billion for another, 
True North Communications, 
to create a homegrown giant. 
A slowdown in advertising 
has made smaller firms attrac- 
tive targets for the world’s big 
ones. The names of France's 
Havas and Britain’s wer had 
been linked with True North 
Communications’ in the past. 


The ambition of Coca-Cola’s 
legendary boss, Roberto Goi- 
zueta, that Coke should one 
day replace tap water, seemed 
far-fetched. But new broom, 
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Douglas Daft, announced in- 
vestment in a system to make 
Coke available on tap in or- 
dinary homes. A prototype is 
being tested. It may prove 
handy for bubble baths. 


Suez Lyonnaise des Eaux, 
a big French utility, dropped 
the last three words of its 
name (except in France) to im- 
prove international recogni- 
tion. It also relaunched its wa- 
ter division under the name 
Ondeo; another example of 
the popularity of bogus classi- 
cism in corporate rebranding. 


The European Commission 
ruled that Deutsche Post, 
Germany’s 75% state-owned 
post service, was guilty of ille- 
gally cross-subsidising its busi- 
ness parcel arm. The case was 
first brought by ups, an Amer- 
ican rival, in 1994. The com- 
pany was fined €24m ($21.6m) 
and will create a separate par- 
cel-delivery subsidiary. 


Moving on 


Boeing, America’s biggest air- 
craft manufacturer, is to move 
its headquarters from Seattle 
after 86 years in the Pacific 
coast city. It is looking for a 
“culturally diverse” alternative 
with access to global markets, 
but has not ruled out Dallas/ 
Fort Worth. 


Chung Ju Yung, founder of 
South Korea’s Hyundai 
Group, died at the age of 86, 
leaving restructuring of the 
troubled industrial group, 
South Korea’s biggest, in the 
hands of his numerous quar- 
relling offspring. 


André Navarri resigned as 
chief executive of Valeo, a 
French car-parts maker, after a 
profits warning and a “deep 
strategic review” at the com- 
pany. He had been in charge 
for less than a year. 


British Telecom, in debt to 
the tune of £30 billion ($43 bil- 
lion), stood up leading inves- 
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tors for a dinner date. Share- 
holders wanted rapid action 
over BT's debt pile and looked 
set to demand the heads of 
the chairman and the chief 
executive over the soup. BT 
would not confirm that dinner 
was ever planned, let alone 
cancelled. 


Money talk 














Wall Street’s investment 
banks have suffered from 
America’s economic malaise. 
Goldman Sachs announced 
that profits for the quarter to 
the end of February were 
down 13% to $768m compared 
with the same period a year 
earlier. Lehman Brothers said 
that profits for the last quarter 
were down 29% to $387m, and 
profits at Morgan Stanley fell 
30% to $1.0 billion over the 
same period. Conditions seem 
likely to get worse in the cur- 
rent quarter. 


Nasdaq, America’s high-tech 
stockmarket, is keen to take a 
majority stake in Easdagq, its 
rather less successful Euro- 
pean equivalent, for €14m 
($12m). Easdaq shareholders 
will vote on the long-antici- 
pated deal on March 3oth. 


A disgruntled investor offered 
to return the body of Enrico 
Cuccia, former head of Italy’s 
Mediobanca, stolen from a 
family mausoleum. But only if 
Milan’s m1830 stockmarket in- 
dex shows a marked upswing. 





Correction Japan’s 0.8% rise in 
cpp in the fourth quarter was 
not, as we said last week, at an 
annual rate. 
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India’s corruption blues 


DELHI 


Though it may well survive the latest corruption scandal, the authority of the 
leading party in the government is badly dented 


ATALISM is ever present in India, and the 
government in Delhi seems to be hoping 
that a popular belief in the inevitability of 
corruption will help it survive the biggest 
scandal of recent times. That hope seems 
well founded. But whether the government 
will regain the authority itneeds to pursue its 
two main initiatives—economic reform and 
peace in Kashmir—is much more doubtful. 
The uproar over the release of video- 
tapes last week showing top politicians and 
officials taking bribes from two Internet 
news reporters posing as arms dealers has 
reached a noisy impasse. The defence minis- 
ter, George Fernandes, has resigned, though 
he remains “convener” of the 18-party ruling 
National Democratic Alliance. The npa has 
lost one member, the Trinamul Congress 
party of West Bengal, but remains sure 
enough of its majority to dare the opposition 
to bring a no-confidence vote in Parliament. 
The opposition, equally sure of its minority, 
has declined. Instead, it has blocked par- 
liamentary proceedings for a week, relenting 
long enough only to allow money tobe voted 
for the state to continue functioning. 
Both sides have converted an occasion 
for shame into one for self-righteousness. 
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Sonia Gandhi, leader of a suddenly alert 
Congress party, vowed at its plenary meet- 
ing in Bangalore to “wage every war” to “en- 
sure that this country is liberated from the 
shackles of this corrupt, shameful and com- 
munal government”. But she herself was 
wounded when her own personal assistant 
came under investigation in a separate scan- 
dal. The prime minister, Atal Bihari Vaj- 
payee, has blended penitence with defen- 
siveness. He has promised a judicial probe 
into the allegations, and a clean-up. But, in a 
television address on March 16th, Mr Vaj- 
payee reserved the word “criminal” to de- 
scribe the hurling of allegations, not the be- 
haviour alleged. 

It is true that tehelka.com, the enterpris- 
ing website that armed its reporters with 
cash and spy cameras, used surreptitious 
means to persuade a variety of officials, gen- 
erals and politicians to accept a total of 11m 
rupees (about $24,000) in bribes and gifts. It 
is also true that some of the most serious alle- 
gations made against Mr Fernandes and Bra- 
jesh Mishra, the prime minister's top aide, 
among others, are unsubstantiated gossip. 
But they have concentrated discussion on 
how many more heads will roll and when. 





The real import of the tapes is the evi- 
dence they give that corruption is the norm, 
not the exception, at every level of public life. 
This does not surprise Indians, who are ex~ 
pected to bribe everyone, starting with traf- . 
fic policemen. India is beset by what some 
call a crisis of governance, which compro- 
mises nearly every public service, from de- 
fence to the distribution of subsidised food 
to the generation of electricity. Tehelka.com 
has simply rubbed Indians’ faces in it. 

Politicians, in honest moments, admit 
this. Kapil Sibal, a prominent member of 
Congress, says “the system is thoroughly 
corrupt.” Pramod Mahajan, the minister of 
information technology and a member of. 
Mr Vajpayee’s Bharatiya Janata Party (pyr), 
thinks the voters face a choice “not between 
good and bad. It is between bad and worse.” 

With turpitude so common, removing 
one group of parties from power would not 
solve the problem. Given a chance to fight 
political corruption, Parliament usually 
ducks it. It now wants to shear the Central 
Vigilance Commission, the main body im- „| 
plementing anti-corruption law, of its role ` 
overseeing investigations of politicians. 

The problem begins, says N. Vittal, the: 
central vigilance commissioner, with the 
40% of the economy that is unaccounted for. 
Indian democracy runs on this murky 
money. The total cost of a campaign for a 
parliamentary election has been estimated 
at 20 billion rupees (around $430m), which is 
often paid for by undeclared donations of 
the sort proffered by tehelka.com. Reformers 
such as Mr Vittal want such donations to be 
declared and made tax deductible. Some.: 
also want the Election Commission to give ` 
the voters information about candidates’. 
criminal backgrounds, as Delhi’s High Court: 
has directed. But that reform may also be 
stopped: the government has appealed 
against the decision. No one in power seems 
to back the promised cleansing. 

Mr Vajpayee’s immediate concern is the 
fate of his closest advisers, widely resented 
for accumulating power in the prime minis- 
ter’s office at the expense of other ministries. 








Total seats: 
545 
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ASIA 
On March 19th, Mr Mishra and N.K. Singh, 
his top economic adviser, called a press con- 
ference to defend themselves against claims 
that they had improperly influenced deci- 
sions on deals in telecoms, power and, in Mr 
Mishra’s case, defence equipment. Pressure 
for their dismissal, from some of Mr Vaj- 
payee’s best friends, is mounting. A fiercely 
right-wing ally of the syr, the Shiv Sena, is 
calling for their heads. And although the 
Rashtriya Swayamsevak Sangh (Association 
of National Volunteers), ideological big 
brother to the pyp, has withdrawn its calls for 
their removal, it has done so only for fear of 
destabilising the government. 

The departure of Mr Mishra and Mr 
Singh would probably blunt the govern- 
ment’s drive for economic reform. Even if 
they stay, Mr Vajpayee will have trouble en- 
acting the most controversial but valuable 
elements of the reforms announced along 
with the budget last month. These include 
privatisation and making labour law more 
flexible. The labour reform requires the ap- 
proval of Parliament’s upper house, where 
the government lacks a majority. The crisis 
may also strengthen the home ministry, 
thought to be more reluctant than the prime 
minister’s advisers to make gestures to sepa- 
ratists in Kashmir. If Mr Vajpayee survives 
the tehelka scandal, he may begin to ask 
himself what, exactly, he is in power for. 
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A woman's 
work 


MANILA 


HEN they booted out Joseph Estrada 

through street demonstrations two 
months ago, middle-class Filipinos were 
hoping toavoid an economic catastrophe. As 
she settles into office, the early signs are that 
Gloria Macagapal Arroyo, Mr Estrada’s suc- 
cessor, is indeed managing to restore a bit of 
stability. But the Philippines’ economy was a 
perennial under-achiever even before Mr 
Estrada sent it into a tailspin last year. Mrs 
Arroyo has thus inherited a testing job at a 
particularly testing time. 

Two simple economic indicators suggest 
that confidence is returning. One is the cur- 
rency, which at 48.45 pesos to the dollar has 
now rebounded 13% from the depths to 
which it sank under Mr Estrada. Even more 
significant, perhaps, was a mild rebound in 
imports in January. Since the Philippines re- 
lies heavily on exports of electronics, espe- 
cially to the United States, a drop in im- 
ported inputs of components translates into 
falling exports within a few months. A sharp 
drop in imports during the second half of 
2000, as Mr Estrada’s scandals engulfed him, 





was considered especially alarming. Al- 
though imports are still running below their 
level a year ago, the mild rebound suggests 
that the change of president has at least 
made things better. 

There are other signs, too, ofa rebound in 
confidence. In a quarterly poll of foreign 
businessmen last week by Peter Wallace, a 
Manila-based consultant, 91% said that they 
expected either steady improvements or 
better under Mrs Arroyo, and 71% said that 
their opinion of her had improved in the two 
months she had run the country. Such as- 
sessments can change quickly, of course; but 
without the initial confidence of investors, 
the new president’s job would be much 
more difficult. 

Nevertheless, it will still be a difficult 
year for Mrs Arroyo, who must cope with 
sharply falling demand from the United 
States, a runaway budget deficit, and the 
prospect of a poor harvest towards the end 
of this year. To make matters worse, she is go- 
ing to be preoccupied for the next two 
months with mid-term elections for both 
houses of the Philippine Congress. 

She will have tocampaign hard toensure 
that her allies win them. It was Mr Estrada’s 
majority in the Senate that allowed him to 
short-circuit the impeachment process, in 
the process setting off the protests that 
brought him down. If Mrs Arroyo cannot 
win control of the Senate, it will be a sharp 





DANANG 


F YOU go toCong’s pavement café in Da- 

nang, you may have to hang on tightly to 
your seat. The police, you see, come by al- 
most every other day to enforce their ban 
against street cafés—by taking whatever 
furniture they can lay their hands on. 
When Mr Cong sees them coming, he sim- 
ply throws all his plastic chairs and tables 
into the river, which runs alongside. Later 
he jumps in to retrieve them. “The police 
are afraid to go in,” he laughs. Mr Cong is 
getting good at the furniture toss: last 
month he lost only eight chairs. 

Such is business life in Vietnam. For 
many, being unmolested is still too much 
to hope for. In a regional survey released 
this week, the country managed to top In- 
donesia as the most corrupt in Asia. But as 
the state continues to reduce its role in the 
economy, people are gaining more latitude 
to do as they please, even in areas far re- 
moved from the hustle and bustle around 
Ho Chi Minh City. One change that has 
made this possible is a new enterprise law 
passed last year that makes it far easier for 
Vietnamese companies to register and get 
licences to do business. 

Boosters claim the Communist Party 





Business pains in Vietnam 


genuinely wants to loosen its hold and 
point to all the new firms that have been 
signed up under the law. Some of that ac- 
tivity is no doubt exaggerated. At a craft 
shop in Hoi An, another central Vietnam- 
ese coastal town about 


my 


mostcommonly cited statistics about Viet- 
nam is the gap between the 1.4m jobs the 
country will need to create every year and 
the 1.1m it is generating at present. Differ- 
ences of opinion among the leadership 
about liberalisation remain, but the com- 
mitment to the private sector seems firm. 
Vietnam opened a stockmarket in Ho 
Chi Minh City last year, even if it is kepton 
a tight leash. The country 





30km (19 miles) from Da- 
nang, the manager says 
that his shop has been 
carving furniture for ex- 
port since 1993. But only 
last month local officials 
came by to say that the 
shop was actually an en- 
terprise, and needed to be 
registered. Because priv- 
ate enterprise has been 
slowly gaining ground 
since the first wave of re- 
forms, called doi moi, in 
1986, it is hard to gauge 
how many “new” com- 
panies are being created 
in this way. 
Nevertheless, the role 
of the state in economic 
life is being gradually 
rolled back. One of the 








has negotiated a trade deal 
with the United States, 
which should be ratified 
this year. It has already 
merged or privatised thou- 
sands of state-owned 
firms, though most are 
minnows. Despite all this, 
Vietnam will remain a 
poor, gradually improving, 
mainly rural country for 
the foreseeable future. But 
if the private sector contin- 
ues to grab a hold, even the 
police will eventually find 
something better to do. 
There is a rumour that they 
have opened their own café 
in Danang. They may not 
know much about busi- 
ness, but by now they have 
plenty of chairs. 
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blow to her legitimacy. This is already shaky, 
given the way she came to power, in the pro- 
cess by-passing the constitution. 

In the meantime, her government is con- 
centrating on the most pressing economic 
problem: the budget. Mr Estrada’s govern- 
ment somehow managed to run up a deficit 
last year of 136 billion pesos (about $2.8 bil- 
lion), more than twice the budgeted shortfall. 
Faced with a collapsing revenue base and 
some inherited obligations, the new govern- 
ment is hoping for a shortfall in 2001 of no 
more than 145 billion pesos. Yet though most 
of the Philippines’ problems stem from its 
feeble tax-collection system, Mrs Arroyo has 
tried to tame the deficit by launching an aus- 
terity programme. This has allowed her tohit 
her targets in January and February, but 
starving the economy may not bring long- 
term success. 

Mrs Arroyo's greatest asset—both during 
the current slowdown and in the longer 
term—will be her potential ability to set off 
an investment-led boom. She was trained as 
an economist and believes in the benefits of 
globalisation. She knows her way around 
government, having served as a develop- 
ment and welfare minister, and she was an 
active member of the Senate. If Mrs Arroyo is 
to capitalise on this experience, she must at- 
tend to the most vocal complaint of inves- 
tors, foreign and local: the pitiful state of in- 
frastructure in the Philippines. In the 14 years 
that Mr Wallace has been polling his clients, 
they have consistently listed this as their 
main complaint, topped only briefly by cro- 
nyism under Mr Estrada. 

The best way to win these investors over 
would be to convince them that long-prom- 
ised plans to finish roads, ports, railways and 
other projects would be speeded up, rather 
than delayed. For years, the maps trotted out 
for investors have shown far too many 
dashed and dotted lines, rather than the 
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Arroyo's inheritance 
Philippine peso against the dollar 
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solid ones they long to see. An investor in the 
Subic Bay economic zone, a converted for- 
mer American naval base, reckons that al- 
though 80% of the transport and telecoms 
links to the area are finished, that is enough 
to attract only 10-20% of potential investors. 
Finish the projects, he says, and notonly will 
the existing businesses be able to expand, 
but new ones will come flooding in. 

= 





China 


Touchpaper 


BEIJING 


T LEAST 108 people were killed on March 
16th in a series of four bomb blasts that 
tore through the Chinese city of Shijiaz- 
huang, a few hours’ drive south-west of 
China’s capital. Gruesome in their own right, 
the bombings were also an acute political 
embarrassment. They occurred just 12 hours 
after the prime minister, Zhu Rongji, had 
made a solemn, and rare, apology on televi- 
sion for another deadly blast earlier in 
March. That had been an explosion in a 
school in a poor village in Jiangxi province 
that killed 42 people, mostly children. 
Immediately after that explosion, Mr 
Zhu himself announced the findings of 
Jiangxi provincial investigators, who said a 
disgruntled villager nicknamed “Psycho” 
had blown up the school. But newspapers, in 
China as well as abroad, reported the claims 
of many local residents that children had for 
years been forced to make fireworks during 
school hours. A Chinese foreign-ministry 
spokesman berated reporters for doubting 
the official “Psycho” explanation, but in a 
press conference two days later, Mr Zhu re- 
vealed that he himself had been sceptical. 
He had sent a team of investigators in plain- 


ASIA 


clothes to the village. The team found that 
children had indeed been made to assemble 
fireworks in the past, and was now seeking 
the true cause of the explosion. 

Although the death tolls in the Jiangxi 
and Shijiazhuang incidents are among the 
highest known in recent years, the sad fact is 
that explosions, both malicious and acci- 
dental, are a common occurrence in China. 
On March 17th, two children in Anhui prov- 
ince were killed in yet another fireworks ex- 
plosion. Widely used and poorly regulated, 
explosives are about as easy to obtain in 
China as handguns are in the United States. 
They are used not just by fireworks makers, 
but also by builders, miners and even by 
peasants, who find a well-placed charge to 
be the easiest way to get rid of a stubborn tree 
stump. Six bank robbers, also in Jiangxi, were 
convicted of using explosives last November 
to rob a bank and were executed for the 
crime on March 16th. 

Especially alarming, explosives are 
sometimes used by the most vengeful 
among those in China nursing grudges of 
one sort or another. Jilted lovers, laid-off 
workers and put-upon minorities have all 
resorted to bombings to vent their rage. Nu- 
merous bombings in China’s western Xin- 
jiang region have been attributed in recent 
years to indigenous Uighur terrorists who 
oppose Chinese rule over the region. Uighur 
extremists claimed responsibility for an ex- 
plosion on a bus in the heart of Beijing four 
years ago. 

Neither the culprit nor the motive is yet 
known in the Shijiazhuang bombing. Offi- 
cials have launched a hunt, complete with 
an offer of a hefty reward, for a suspect 
called Jin Ruchao, aged 40. He was convicted 
of rape ten years ago and the police want to 
question him about the murder in February 
of his girlfriend. Mr Jin is known to have 
links with people in each of the bombed 
buildings. But there are doubts that a man 
acting alone could have been responsible for 
such a complex multiple bombing. One 
building, a five-storey dormitory at a cotton 
mill, was totally destroyed, suggesting that 
the bomber must have been someone with 
considerable expertise. 

A textile centre long past its prime, Shi- 
jiazhuang is home to thousands of laid-off 
workers and has seen its fair share of tension 
in recent years as economic reforms have 
worn away the social safety-net. All this 
makes it easy to believe that workers, angry 
at being sacked, may have been behind the 
blast. It is also possible that the explosions 
were a violent protest against authority trig- 
gered by a series of corruption scandals in 
the Shijiazhuang city government. With Mr 
Zhu’s new-found resolve, the government 
will no doubt discover the cause of the blast, 
if not how to prevent another. Anger over 
layoffs and corruption is as abundant and 
easy to find in China as explosives. 

a 
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ASIA 
Australia 


In full swing 


SYDNEY 


HERE was no disguising John Howard’s 

concern as he left the prime minister’s 
residence in Canberra on March 18th. He was 
digesting the result of a by-election in 
Queensland that saw a swing of almost 10% 
against the Liberals, the conservative party 
he leads. This was no run-of-the-mill by- 
election. Voters in the seat of Ryan, encom- 
passing an affluent part of Brisbane, have 
never returned anyone other than a Liberal, 
by solid margins, since the seat was created 
52 years ago. This time, the Labor candidate, 
Bob Tucker, took just over half the vote. 

The Liberal Party’s survival in this, its 
heartland, was still uncertain several days 
later, and likely to be decided by the distri- 
bution of preference votes from small par- 
ties and independents. The unfortunate re- 
sult followed two state elections, in 
Queensland and Western Australia, which 
Labor had won convincingly. Labor needs a 





One thing that seems to 
have turned against Mr How- 
ard’s government is its claim 
to superior economic man- 
agement. For a time that 
seemed true. After the Liberals 
and their coalition partner, 
the National Party, came to 
power in 1996, they continued 
the process of structural re- 
form that the former Labor 
government had started. Mr 
Howard introduced a new tax 
system, with a long-overdue 
consumption tax on goods 
and services. His government 
turned Labor budget deficits 
into surpluses. Australia 
boomed, even as the econo- 
mies of its Asian trading part- 








A pucker for Tucker 


national swing of just 1% to take control of 
the federal government in Canberra. With a 
general election due this year, and a string of 
electoral debacles hanging over him, Mr 
Howard is up against it. 





Emily MacFarquhar 


HEN, in 1964, Emily Cohen chose to 

go home to the United States via In- 
dia, after a year studying Chinese in Tai- 
wan, she could scarcely have imagined 
that it would lead, indirectly, to over 20 
years working on The Economist. The 
more immediate, more enduring and, it 
should be said, more important conse- 
quence was that she found in India Rod- 
erick MacFarquhar. A British 


providing insights that others had missed. 
She was, for instance, the first journalist to 
appreciate, and describe—in Us News and 
World Report, for which she was then 
working—the significance of Deng Xiao- 
ping’s intervention in the negotiations 
with Britain over Hong Kong. 

China was not her only interest. She 
also wrote penetratingly about other 
Asian countries, notably In- 





journalist, he was covering 
the funeral of Jawaharlal 
Nehru for the ssc, though he 
was already known chiefly as 
aChina specialist. Before long 
Emily had become his assis- 
tant at China Quarterly, of 
which he was the founding 
editor, and in due course his 
wife. She died on Sunday, of a 
brain tumour. 

The chance encounter on 
Nehru’s lawn thus brought 
Emily to London and, on January 1st 1966, 
to a job on The Economist. Before long she 
had established herself as one of the most 
perceptive writers about China. Whether 
decoding from afar the official utterances 
in Beijing—the country was in the throes 
of the cultural revolution and largely 
closed to journalists at that time—or, later, 
reporting directly from China itself, Emily 
interpreted events with an acuteeye anda 
sharp pen. When China opened up, she 
was able to interview many of its leaders, 











dia and Pakistan. Indeed, one 
of the casualties of her illness 
was a planned biography of 
Benazir Bhutto. For three 
years in the 1980s she also 
wrote—with her habitual 
verve—about the United 
States. A New Yorker by birth, 
she had reached middle age 
without feeling the need to 
learn to drive. Accordingly, 
reporting expeditions from 
Cambridge, Massachusetts, 
where her marriage to Rod had by now 
deposited her, had to be carried out by 
public transport. It was not unusual for 
her to turn up in New England towns by 
Greyhound bus. 

Emily’s prose was lean and elegant. So 
was her appearance. Her personality, 
however, was open, spontaneous and ex- 
uberant. She will be remembered, at least 
by her colleagues, above all for what 
seemed to be the electrical field around 
her of energy, noise and fun. 








ners slumped in the late 1990s, 
leading Mr Howard to boast 
that Australia was the “strong man of Asia”. 

But the good times have stopped rolling. 
The economy contracted by 0.6% in the last 
quarter of 2000, the first quarter of negative 
growth in ten years. The forecast growth rate 
for this year has been almost halved, to 2.1%. 
Australians had barely absorbed this news 
when the Australian dollar fell below 50 
cents against its American counterpart for 
the first time on March 14th. It may not have 
bothered exporters, but it was a blow to na- 
tional pride. 

Mr Howard's response was implicitly to 
blame the central bank for the economic 
downturn, describing as an “error of judg- 
ment” its decision last August to raise inter- 
est rates (it has recently lowered them again, 
twice). But Mr Howard’s lauded new sales 
tax has played its part too. A building boom 
to beat the tax’s introduction last July was 
promptly followed by a slump. The new tax 
system, and particularly the costs of comply- 
ing with it, has also proved deeply unpopu- 
lar among, of all people, Mr Howard’s core 
supporters, small businessmen. 

Australia may have difficulty bouncing 
back when Japan and the United States, its 
two biggest trading partners, are slowing 
down. This is not a good climate for a prime 
minister seeking a third term. Indeed, Mr 
Howard’s reversal of political fortune has 
been accompanied by a rise in the opinion 
polls of the Labor Party and Kim Beazley, its 
leader, whose economic plans are still un- 
clear. Mr Howard has recently tried to curry 
favour with the voters by, among other 
things, cutting the tax on fuel, something he 
said he would never do. 

Few people are willing to write Mr How- 
ard off yet. He is a seasoned fighter and has 
come back from the political dead more than 
once. He scraped back to a second term in 
1998 when the coalition won a majority of 
seats with a minority of the popular vote. 
Doing so again, though, may not be so easy. 
= 
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THE HYOGO INVESTMENT SUPPORT CENTER 
WELCOMES FOREIGN NEW BUSINESSES 


The Hyogo Investment Support Center (HIS) offers 
comprehensive support to enterprises considering starting 
a business in the Hyogo-Kobe area. 


Located close to the geographic center of Japan, Hyogo- 
Kobe has developed as the center of “Kansai,” the 
country’s second largest economic bloc, since early times. 
Today, with the Port of Kobe and Kansai International 
Airport, major international trading port and airport, 
further growth of Hyogo-Kobe is expected to develop into 
an economic zone poised to facilitate the efficient 
_ transaction of world wide business. 


Hyogo-Kobe, having the advantage of being the center of 
a large economic bloc, allows business advancement at a 
very low cost as compared to the Kanto bloc, which makes 
Tokyo its center. As well, Hyogo-Kobe is enriched by 
comfortable living conditions which include a lush, green 
natural environment, innumerable historic sites of 
fascinating appeal, vital cultural centers, and a wide 
variety of quality leisure facilities. 


Special discount small offices are 


Do you know? | 



















ADVERTISEMENT. 





Services Offered by HIS 


The Hyogo Investment Support Center (HIS) consults with 
investors and provides information on various matters 
from preliminary studies to business development, 
including the investment environment, incentives, and 
industrial sites in the Hyogo-Kobe area. It also provides 
detailed information on the everyday living environment. 


In addition, HIS offers low-rent office space for foreign 
and foreign affiliated companies who are planning to 
invest in Hyogo-Kobe to use as a base for information- 
gathering, preparations, and early-stage business activities. 


HIS is a branch office of Hanshin-Awaji Economic 
Revitalization Organization which was established. by» 
Hyogo Prefecture, Kobe City, and other local governments 
and industry of affected areas as a core organization 
devoted to the recovery of areas affected by the Great 
Hanshin-Awaji Earthquake. 


For further information, access the HIS website 


<http://www.hero.or.jp/his> or the “Hyogo-Kobe. 
Investment Guide” <http://www.hero.or.jp/hi-guide>.— 


available! 


Provides advice on settin 
up operations in Japan 


Offers information on tax 
incentives and subsidies 


Facilitates contacts with 
related organizations 





Are you really up to spee 
for global change? 


Call in the experts from Commerzbank. 


To help meet the growing necessity for quick but one of Europe's large international banks with total 
smooth transitions to the new complexities of the assets of over €450 bn — has the experience, capacity 
market-place in Europe and around the world, you and global reach to provide a rapid response. When- 
can rely on the highly flexible, integrated approach ever you need it: about 70 outlets in 43 countries. 


of Commerzbank. To get up to speed for worldwide change, call in the 


Whether your requirements call for asset manage- Commerzbank experts nearest you. Commerzbank — 
ment expertise, investment banking know-how or a premier European financial institution with a 
commercial banking transactions, Commerzbank - global sales network. 






kaedah An integral part of Commerzbank's international experience built up over 130 years is the excellence 
of the Group's research. Both the quality and scope of our research is recognized by policy makers, the business and financial community 
and the press around the world. For more information about Commerzbank's broad research capabilities, just contact us in Frankfurt 
(volkswirtschaft@commerzbank.com), London (comsec@commerzbankib.com), Prague (research@ccme.cz), New York (cbmailbox@cbkna.com), 
Singapore (Fax +65 225 39 43), or Tokyo (cbkjapan@gol.com). Or visit our website: www.commerzbank.com 
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LOS ANGELES 


The fragmented and depressing mayor’s race in Los Angeles offers few 


solutions to the city’s problems 


USSELL CROWE is not the only person 

whose future will shortly be decided by 
voters in Los Angeles. But the chances of an 
Oscar for the star of “Gladiator” seem to 
have generated far more debate than the 
prospect of a new mayor. Richard Riordan, 
the current mayor, must step down after 
serving his limit of two terms. He will leave a 
city more sure of itself than when he took of- 
fice eight years ago, but still dissatisfied with 
its schools, its police force and its traffic— 
and largely uninterested in politics. 

Los Angeles has issues aplenty:an immi- 
nent Latino majority in the city, police scan- 
dals, a looming Hollywood strike, the seces- 
sion of the San Fernando Valley from the rest 
of the city, some of the worst schools in the 
country, and its first electricity blackout this 
week. Yet none of the candidates in the April 
10th election seems to have grabbed the at- 
tention of voters in the way that Mr Riordan, 
a wealthy Republican businessman, did in 
1993. Of the 24 candidates running, six havea 
shot at victory, and no one is likely to get a 


clear majority. This will ensure a run-off be- 
tween the top two candidates on June sth. 
Angelenos are distinctly unenthused by this. 
Only 30% of those who can vote, will. 

One candidate in the run-off will almost 
certainly be James Hahn. Mr Hahn, a Demo- 
crat, led the pack in a recent poll by the Los 
Angeles Times, with 24% of likely voters say- 
ing they planned to vote for him, double the 
share for any of the other candidates. He has 
the advantage of a widely recognised name 
and a loyal following among blacks. Both 
came thanks to his late father, Kenneth 
Hahn, a county supervisor for 40 years, who 
delivered a steady flow of parks, hospitals, 
and emergency services to his constituents. 

His son first won office as a city control- 
ler, and he is now city attorney. Term limits 
(which are taking effect for the first time in 
this election) have forced him to look be- 
yond this job. Mr Hahn has achievements of 
his own to point to, including tackling gangs, 
and pursuing polluters and tobacco firms. 
But being an insider has a downside, too. 


After being involved for so long, Mr Hahn is 
not as free to criticise the city’s shortcomings 
as some of his rivals are. The recent scandal 
inside the Rampart division of the Los Ange- 
les Police Department, for example, cuts 
both ways. Mr Hahn has won praise for ne- 
gotiating a “consent decree” under which 
the federal government would assume some 
control over the LApp. But his office was slow 
to respond to allegations against the officer 
at the heart of the scandal, who later con- 
fessed to intimidation and murder. 

Among Mr Hahn’s five leading rivals, 
none can credibly be called an outsider. Two 
hold city posts, two come from jobs in Sacra- 
mento, the state capital, and one is a con- 
gressman in Washington for a district in Los 
Angeles. 

Symptomatically, the loudest critic of 
the status quo is the candidate with the lon- 
gest involvement in La politics. Joel Wachs 
first ran for mayor in 1973, and has been a 
member of the city council for 30 years. He 
has started populist battles against develop- 
ers over tax subsidies for adowntown sports 
stadium, against the city utility over electric- 
ity rates for the old and against landlords 
over rent. His critics say he is more interested 
in stirring things up than solving them. But 
he is popular with gay and Jewish voters and 
in the (largely white) San Fernando Valley, 
where 40% of Angelenos live. 

Mr Wachs, originally a Republican, is 
running as an independent. He may lose 
votes to the only official Republican in the 





Six of the best? 





Hahn 
24% of likely voters 








Villaraigosa 
12% 








Connell 
10% 8% 
Los Angeles Times poll, does not include the 23% of don't knows 
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race, Steven Soboroff, who is a protégé of Mr 
Riordan. A successful property-developer, 
he was called in by the mayor in 1993 to help 
build a railway line between the harbour 
and downtown. Mr Soboroff then became 
LA’s parks commissioner, which put him in 
charge of school playgrounds and thus intoa 
succession of battles with La’soverwhelmed 
school system. As mayor, he promises more 
of his brisk businessman's approach. 

If her performance in the televised de- 
bates counted for anything, Kathleen Con- 
nell might have her chance. But fewer people 
watch such things than go to Spago’s Oscars 
party. As state controller (she is another vic- 
tim of term limits) she has been a conten- 
tious figure, even picking a fight with her fel- 
low Democrat Governor Gray Davis over 
the electricity crisis. But she lacks a solid LA 
base, and trails the pack. 

Mr Hahn’s mostlikely rival in the run-off 
is another figure from Sacramento, Antonio 
Villaraigosa. The best known Latino in an 
increasingly Latino city, he is running neck- 
and-neck with Mr Soboroff, with 12% sup- 
port in a recent Los Angeles Times poll. Mr 
Villaraigosa used to be speaker of the state 
assembly, but he has been back in his home 
town campaigning for almost a year, com- 
peting with Mr Hahn for endorsements from 
environmentalists, women’s groups and, es- 
pecially, unions (all of whom tend to vote). 
He also has the blessing of Mr Davis. 

Mr Villaraigosa’s campaign is compli- 
cated, however, by the presence in the race 
of another Latino candidate, Xavier Becerra, 
a representative for the 30th congressional 
district, who shares an office building with 
him. Well-regarded within the national 
Democratic Party but less well known in Los 
Angeles, Mr Becerra is actually the most 
popular candidate with Latino voters (with 
about 30% of their vote). That ought to make 
a big difference, but won’t: despite making 
up 45% of the city, Latinos will probably cast 
only 20% of the votes. 


And then what? 


If Los Angeles represents the future of Amer- 
ica~-and it often does—then the mayor's 
race should scare the whole country. A group 
of career politicians is paying court to a 
clutch of local interest groups, largely ignor- 
ing the bigger issues facing the city; most po- 
tential voters are ignoring the whole busi- 
ness; there is a feeling that local government 
cannot really do anything, and a sense that 
politics lags demographics. Even if Mr Villa- 
raigosa wins, the electorate will be far 
whiter, richer and older than the city as a 
whole. 

One irony of this process is that, even if 
the candidates can escape such issues during 
the campaign, whoever becomes mayor will 
need to tackle them head on.One immediate 
challenge will be whether to reappoint Ber- 
nard Parks, the chief of police. Mr Wachs, 
who has said he would not, is the only candi- 
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date not to fudge this question. Another pro- 
blem is what to do about the city’s currently 
independent school board. All the candi- 
dates have waffled about increasing its 
accountability; nobody seems willing to fol- 
low the example of Chicago and to putit un- 
der the mayor's control. 

Then there is secession, Discontent 
about those schools and the distribution of 
city construction projects has spawned sep- 
aratists not just in the San Fernando Valley, 
but also in Hollywood and the area around 
the harbour. No candidate has yet made a 
firm statement about secession. Opposition 
would alienate those precious votes in the 
Valley; support would drive away public- 
sector unions. Each candidate has chosen his 
or her own mealy-mouthed formula to put 
off the issue until after the election. One of 
them will have tocome clean. 





Science policy 


A problem at 
Fission Control 


NEW YORK 


EORGE BUSH is a great admirer of mis- 

sile-defence systems. And Dick Cheney 
is something of a living tribute to the mir- 
acles of modern medicine. Those two facts, 
argue some aggrieved scientists and Silicon 
Valley types, provide the only logical ex- 
planations for why the administration is 
pouring money intodefence and biomedical 
research, while holding back on cash for the 
physical sciences and engineering. And to 
add insult to injury, Mr Bush has not yet 
picked a'science team, so there is nobody to 
hear their howls. 

Most of the grumbles from the business 
community remain fairly tactful. And the 
scientists are worried about antagonising 
their new masters. But the private mutterings 
are getting louder. “It is well past time for this 
administration to turn the lights on,” argues 








Donald Kennedy, a former president of 
Stanford University, in the latest Science 
(which he edits). 

Mr Bush’s blueprint proposes that the 
National Institutes of Health (Nın) receives a 
record $2.8 billion, or 13%, increase in 2002. 
That would keep the nin budget on its way 
todoubling between 1998 and 2003. A similar 
sum would be added to the Department of 
Defence (pop) budget, though much of this 
money may go straight towards developing 
the proposed national missile defence sys- 
tem, rather than towards basic rap efforts. 

Meanwhile, funding for other federal 
agencies concerned with science will remain 
flat, or even decline. In real terms, the budget 
of the National Science Foundation (nsr), 
which supports basic research across all the 
sciences, would drop by 2%. The non-de- 
fence Rap spending of the Department of 
Energy (DoE) could slump by as much as 7%. 

To be fair, the general trend over the past 
decade has been towards giving more 
money to medicine (see chart on next page). 
But the budgets of the nsr and the poe are 
up by 13% and 12% respectively in 2001. And 
physical scientists were hoping to catch up. 
This week, a group of scientists meeting at 
Johns Hopkins University reiterated the 
need for America to start building a new par- 
ticle collider, to compete with Europe. 

Part of the scientists’ case is that bank- 
rolling the ni at the expense of the nsr is 
counter-productive, because the biomedical 
sciences have drawn heavily on advances in 
physics, chemistry and information science. 
Harold Varmus, a former head of the Nin 
and a Nobel laureate in medicine, cites mag- 
netic-resonance imaging as one example of a 
technology straight out of physics that has 
nonetheless transformed modern medical 
practice. Allen Bromley, who was President 
George Bush senior’s science adviser, argues 
that medical breakthroughs will dry up “ina 
few years” if the blueprint is approved as it 
stands today. 

An added fear is the longer-term effect 
on America’s talent pool. As decades of data 
on enrolment can confirm, students tend to 
follow the money. Graduate en- 
rolment in engineering pro- 
grammes is down 15% in the past 
decade; biologists have been 
multiplying like rabbits. In 1999, 
the nsr accounted for only about 
15% of total federal financing for 
academic rap, while the niu 
paid for about 58%. If that figure 
slips further, even fewer phos 
will choose the physical sciences. 

This may please Genentech 
and Merck; but it worries Intel, 
Boeing, and 18m, which already 
have to hire many electrical-en- 
gineering and computer-science 
graduates from places like India 
(a cheaper source, to be sure, but 
one that also requires green cards 
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LITTLE ROCK 


OMETHING strange has been happen- 

ing in Little Rock. Women from around 
the South have been descending on Arkan- 
sas’s state capital and making their way to 
the Wycoff Coffee House. The reason is Ni- 
agara—a blue fizzy Swedish tonic, for 
which the Wycoff’s owner, Lari Williams, 
is the sole American distributor. After two 
weeks without a shipment, 1,000 bottles of 
the potion arrived in Little Rock on Mon- 
day morning. By noon, fewer than 500 re- 
mained. By Tuesday lunch- 
time, it had all gone. 

It is not unusual for Mrs 
Williams to find a line of fren- 
zied Southern belles lined up 
outside the glass door of the 
Wycoff to buy the herbal 
drink. But demand has spread 
well beyond modern-day 
Scarlett O’Haras. Women from 
allover America have jammed 
the coffee house’s phone lines 
begging for the six-ounce bot- 
tles of blue. One man rings 
from Florida, offering Mrs Wil- 
liams $1,000 for a bottle, which 
normally sells for $4.50. An- 
other customer drives three 
hours to find a Niagara-less 





Tremble, Coca-Cola, 


tremble 


coffee house. Both are placed on the list of 
orders for the next shipment. 

Niagara’s marketing pitch is simple: 
“Romance in a bottle”. The drink, made 
with South American herbs, reportedly 
possesses an erotic recipe to make 
women’s—and some men’s—libidos soar 
to new heights. Most of Mrs Williams’s 
callers claim to have evidence that this is 
true. Certainly word of mouth is driving 
her business—and Niagara is beginning to 





appear on southern radio stations. Next 
week, Mrs Williams is expecting a ship- 
ment of 300,000 bottles, to be sold at her 
own coffee house and through other stores; 
and she expects to raise her order to 
600,000 a month as demand spreads. 

Niagara, which is made by Nordic 
Drinks in Stockholm, has not been particu- 
larly successful in Europe. Mrs Williams 
and her husband, Roger, discovered the 
drink in Texas, where it was also not doing 
well. The ladies of Little Rock, though, have 
lapped up the sixpack of love—just as Mrs 
Williams expected. 

Even leaving aside the exploits of any 
former residents named Bill, 
Arkansas’s state capital has al- 
ways had a slightly steamy 
side. It is the home of Swinger 
magazine, and also one of the 
top markets for sex toys in the 
country. But there are stan- 
dards to be set. 

Just as religious types 
never say hello toeach other in 
liquor shops, some Arkansans 
like to avoid eye contact as 
they pick up their Niagara. 
One Little Rock socialite orders 
a cappuccino, whilst giving 
Mrs Williams a discreet wink. 
Two bottles of the love potion 
are put down at her table in a 





But will he give a damn? 


plain brown shopping bag. 








or visas). David Peyton of the National Asso- 
ciation of Manufacturers says the effects on 
the workforce should be visible “within two 
years”. John Crowley, who looks after fed- 
eral relations at the Massachusetts Institute 
of Technology, talks about America being 
“utterly dependent on foreign countries to 
sustain high-technology enterprise”. 

There is talk in Congress of reviving a bill 
that would push more money towards the 
NSF and the Doe, perhaps even doubling 
their funds over the next few years. Sher- 
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wood Boehlert, the chairman of the House of 
Representatives Science Committee, is said 
to look favourably on that idea. If that were 
to happen, it would not be at the cost of Mr 
Bush’s commitment to the biomedical sci- 
ences (though it would hardly help his at- 
tempts to rein in federal spending). 

Science seems to be the only area where 
Mr Bush risks being out-administered by the 
famously sluggish Bill Clinton. Mr Bush has 
yet to appoint a White House science ad- 
viser, a post that the technology-friendly Mr 
Clinton had filled by Christmas eve. Mr 
Bush’s most significant “scientific” deci- 
sion—reversing a campaign pledge to curb 
carbon-dioxide emissions, after complaints 
from the energy industry—did not involve 
any scientists at all, though it seemed to an- 
noy plenty of them. 

Of course, Mr Bush’s stock is fairly high 
among the biomedical scientists. Greater 
popularity still depends on his decision on 
whether to continue giving federal money to 
stem-cell research that uses embryos (and is 
opposed by the anti-abortion lobby). Mr 
Bush has put that one off to the summer. 
Certainly, he does not have many friends in 
laboratories at the moment. But he might 
also reflect that getting on with scientists 
never did Al Gore much good. 
= 
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Boeing and Seattle 


The big bird flies 


SEATTLE 


ESPITE the arrival of Microsoft, Ama- 

zon and Starbucks, Seattle is inextrica- 
bly linked with one company: Boeing. With 
80,000 employees in the area and one of the 
best-known names in the world (to Seattle, 
Coca-Cola is merely a giveaway refreshment 
on a 747), Boeing has given the city an econ- 
omic engine and civic identity. 

So the announcemnt on March 2ist by 
Boeing’s boss, Phil Condit, that the company 
was moving its corporate headquarters out 
of the city, was a shock far more vicious than 
the real earthquake three weeks ago. Boeing 
will move to Denver, Chicago or the Dallas- 
Fort Worth region in the autumn, taking only 
half its 1,000 executive staff with it. The fact 
that Mr Condit made this announcement 
2,800 miles away, in Washington, pc, only 
added insult to injury. 

Mr Condit claims the move is a logical 
extension of his push to make Boeing a com- 
pany that does more than “bend metal”— 
build aircraft. Most of its 198,000 staff work 
nowhere near Seattle. Re-locating the head- 
quarters will put company leaders in closer 
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UNITED STATES 


touch with customers, other Boeing divi- 
sions, and Wall Street. And it also wants a site 
with global access, cultural diversity and an 
educated workforce. 

All of which smacks faintly of eyewash. 
For a global company such as Boeing, Seattle 
is no further away from its customers than 
anywhere else. The truth is that, like an old 
marriage, Boeing and Seattle have gradually 
fallen out over the past decade. Boeing’s 
merger with McDonnell-Douglas in 1997 
brought new managers to Seattle, who have 
been openly contemptuous of the com- 
pany’s local traditions and the premium 
placed on keeping “Boeing man” happy. A 
40-day strike by its elite engineers a year ago 
may have been the final straw. 

Boeing recently announced that it 
would sub-contract wing production of its 
new stretch-version 747x—the most com- 
plex component of an aircraft—to Mitsub- 
ishi Industries in Japan. The move brought 
sharp protests from its engineers. But clearly 
Boeing would like to do more sub-contract- 
ing—and doso free of local ties to its produc- 
tion sites and workers. 

Both Gary Locke, the state’s governor, 
and Paul Schell, Seattle’s mayor, are already 
scrambling to avoid the tag “the man who 
lost Boeing”. Some of Seattle’s more leftish 
politicians were sympathetic to protesters at 
the November 1999 meeting of the World 
Trade Organisation. The city has been un- 
able to reach any solution to its traffic mess. 
And Washington state raises its taxes almost 
exclusively from businesses, which may 


have hurt Boeing (despite the numerous ex- 
emptions it collected for itself). 

Even if Boeing is leaving now, Seattle has 
much to thank it for. Without it, the city 
would not have its concert halls, theatres 
and excellent schools. In fact, it might today 
be no more than a mid-sized seaport with a 
spectacular view of Mount Rainier. 

n 





American extraterritoriality 


Whose rules 
count? 


WASHINGTON, DC 


“I AM fully responsible for this truly 
tragic accident and for the rest of my 
life I will live with the horrible consequences 
of my action.” Thus Scott Waddle, com- 
mander of the USS Greeneville, who testi- 
fied this week before a military inquiry in 
Honolulu, Hawaii, which is trying to find out 
why his submarine hit a Japanese trawler on 
February 9th. The Ehime Maru sank in min- 
utes, drowning nine people on board in- 
cluding four children. 

Mr Waddle’s surprising testimony could 
be used against him in a court-martial. The 
submarine was packed with civilian guests, 
who were treated to an “emergency ballast 
tank blow”—forcing water from the ballast 
tanks to send the submarine surging to the 
surface. It was an unnecessary exercise anda 
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Spies like them 


MOSCOW AND WASHINGTON, DC 


IX Russian diplomats to leave at once, 

and around 50 more asked to go soon. 
The State Department’s move on March 
21st is not just a response to the arrest last 
month of Robert Hanssen, the senior FB1 
agent accused of spying for the Russians 
since 1985. Not since Ronald Reagan threw 
out 55 Russians in 1986, during the Cold 
War, has the American government taken 
such a robust stance. 

It contrasts sharply with the Clinton 
administration’s reaction to an even big- 
ger scandal: the arrest of Aldrich Ames, a 
senior cra officer, for spying in 1994. That 
led only to the symbolic expulsion of the 
Russian rezident (chief spy) in Washing- 
ton. The Bush administration has chosen 
to be a lot tougher. 

One reason is FBI impatience with the 
number of Russian spies in America. After 
dropping to around 100 in the mid-1990s, 
the figure is now about 200. The current 
kerfuffle provided a perfect opportunity 
toclean house. Only the six diplomats fac- 
ing immediate expulsion were directly in- 





volved in the Hanssen affair. 

In recent weeks the defence secretary, 
Donald Rumsfeld, has accused the Rus- 
sians of spreading weapons to rogue na- 
tions (though he didn’t use that term), 
while his deputy, Paul Wolfowitz, said the 
Russians “seem to be willing to sell any- 
thing to anyone for money” —a comment 
greeted with outrage in Moscow. 

The Bush administration is also taking 
a harder symbolic line on Chechnya, 
where a guerrilla war has been dragging 
on for years. Marc Grossman, who is in 
line to become a senior State Department 
official, said at his confirmation hearings 
this week that he planned to meet Ilyas 
Akhmadoy, the “foreign minister” of the 
Chechen government. Previously, such 
contacts have been very low-key. Presi- 
dent Vladimir Putin’s staff described this 
as “absolutely unacceptable”. 

The practical question now is how 
many American diplomats will be ex- 
pelled from Moscow: six, 45, or perhaps 
even more. 
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Waddle takes responsibility 


rushed one—and, despite a cursory check 
for nearby craft, Mr Waddle missed the Japa- 
nese ship. He also admitted letting a trainee 
sonar operator work without supervision. 

At the very least, the Pentagon will come 
under pressure to make its training proce- 
dures safer. America’s armed forces have 
had a bad run of deadly training accidents. 
In 1998 a Marine Corps jet, which was prac- 
tising jamming radar signals in Italy, killed 20 
skiers when it sliced through a cable holding 
up their gondola. In April 1999 an F-18 jet in 
Vieques, Puerto Rico, bombed an observa- 
tion tower during an exercise on a firing 
range, killing one local man. And on March 
12th, a navy jet killed five American soldiers 
and a New Zealander when it bombed their 
observation post on a range in Kuwait. 

The pilot of the jet in Italy, Captain Rich- 
ard Ashby, did face a court-martial and a 
long sentence. But he was acquitted on 
charges of involuntary manslaughter and 
negligent homicide. After a fuss about 
whether he had hidden a videotape filmed 
from the plane during the accident, Mr 
Ashby was convicted only of obstructing 
justice, and served less than six months in an 
American prison. 

In Puerto Rico, local people reacted furi- 
ously to the accidental bombing. Protesters 
occupied the range and told the navy to stop 
its exercises. An inquiry by the navy satisfied 
nobody on Vieques, where a referendum on 
expelling the forces is due in November. In 
contrast, although an inquiry into the Ku- 
wait bombing has already been set up, “it 
won’t bother the authorities because Kuwait 
is not a democracy and no locals were hurt,” 
says retired Colonel Dan Smith of the Centre 
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The wedding waltz 


WASHINGTON, DC, AND WESTON, VERMONT 


GCN EVERY civil-rights campaign you 

take three steps forward, then two 
steps back,” laments David Elliot of the Na- 
tional Gay and Lesbian Task Force. Ver- 
mont last year took a long stride forward 
when it gave gays the chance to have a civil 
union, which confers the same legal rights 
as a marriage. It was the first, and so far is 
the only, state to do so. But now there is a 
shuffling retreat. 

The state’s lower house last week voted 
by 84 to 15 to outlaw marriage between 
couples of the same sex, and so raised eye- 
brows elsewhere. When progressive Ver- 
mont seems to backtrack on gay-rights, 
surely the prospects for civil unions in the 
rest of America look even more shaky? 

In fact, many Vermonters were more 
concerned this week about the terrible 
storms and snow that have made it impos- 
sible to tap their maple trees. And in any 
case, last week’s vote will probably have no 
legal effect. Republicans, who have cam- 
paigned to “take back Vermont” since the 
law on civil unions was passed last April, 
dominate the Vermont House, but not the 
Senate. And their bill is unlikely to pass 
there. This bill was simply “pay-back time” 
for Republican voters, says Sam Lloyd, a 
long-serving Democratic legislator, adding 
that it was a “meaningless, mean-spirited 
waste of time”. 

A partisan point, to be sure. But a spe- 
cial review commission, made up of local 
politicians and human-rights workers, 
generally pronounced the civil unions a 
success in January. Six months after the 
new law came into force in July, 1,527 civil 
unions had been conducted. Women were 
fonder of weddings: they accounted for 
roughly two-thirds of the civil unions. All 





ages were involved: the average was 41 
years, though an 82-year-old also tied the 
knot with his partner. 

By and large, they have also gone pretty 
smoothly. A few hotels have refused to 
host same-sex wedding parties, and a 
newspaper was accused of refusing to in- 
clude same-sex marriage announcements. 
But town clerks have co-operated with the 
paperwork, tax offices have ensured that 
gay couples are treated like straight ones, 
insurance companies have been told not to 
discriminate. And tourism may have bene- 
fited. Almost four-fifths of those tying the 
knot were from out of state. 

On the other hand, there is plainly 
some unease. The Republicans’ success in 
last November’s elections, when they took 
the state House for the first time in 16 years, 
reflected public anxiety about the issue, es- 
pecially among rural folk. (Vermont is still 
a largely rural place, which made the civil- 
unions law seem all the more surprising.) 
Ruth Dwyer, who stood as the Republican 
candidate for governor last year, warns 
that societies which “fool around” with the 
basic structure of the nuclear family are 
sure tocome to grief. Look at ancient Rome, 
she says. The American Family Association 
moans that “we are gradually losing our 
moral base in America.” 

In fact, the moral base seems to be do- 
ing quite well in politics. Although six more 
states—California, Connecticut, Hawaii, 
Rhode Island, New York and Washing- 
ton—are considering bills to allow same- 
sex marriages of some sort, the reverse 
trend is stronger. Four years ago, Bill Clin- 
ton signed the Defence of Marriage Act, 
limiting the federal definition of marriage 
to that between aman anda woman. So far 





Here comes the grooms 


35 states have adopted laws to prohibit rec- 
ognition of same-sex unions, and more are 
expected to follow suit. Another 13 states 
retain laws that prohibit sodomy outright, 
and five more ban sodomy between mem- 
bers of the same sex. 

Overall, change may come from other 
quarters. “If you go back to the struggle for 
interracial marriages, that started in faith 
communities, not with some big legal deci- 
sion,” argues Eric Ferrero of the American 
Civil Liberties Union. And the position of 
religious groups is slowly shifting. On 
March 14th, for example, Presbyterian 
clergy agreed to allow blessings of gay cou- 
ples at marriage-like ceremonies, and last 
year the Central Conference of American 
Rabbis voted to let rabbis officiate at such 
occasions too. Such steps down the aisle 
may be harder to reverse than legal ones. 
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for Defence Information, a sceptical think- 
tankin Washington, DC. 

Of all these accidents, the one involving 
the USS Greeneville is perhaps the most sen- 
sitive because of already testy relations be- 
tween America’s armed forces and Japan. 
(Japanese opposition to the almost 30,000 
American servicemen on the island of Oki- 
nawa has grown since a Japanese court con- 
victed three soldiers of raping a girl there in 
1995.) Although the accident happened in 
American waters, the navy was quick to in- 
volve its ally, inviting a Japanese admiral to 
join three American admirals as a non-vot- 
ing member of the inquiry team. 

Such foreign involvement in an inquiry 
intoa military mishap is unusual. But public 
opinion in countries that play host to Ameri- 
can military bases is beginning to count. The 
United States may increasingly have to live 


THE ECONOMIST MARCH 24TH 2001 


with the prospect of non-American authori- 
ties becoming involved when its troops are 


accused of wrongdoing in far-flung parts of 


the world. 

The “status of forces” agreements, which 
the United States has concluded with 53 
countries, are intended to protect its troops 
from prosecution when they commit crimes 


against other Americans, or in the course of 


their duties. But some sensitive test-cases 
could arise if the United States sticks by Bill 
Clinton’s commitment to join an interna- 
tional criminal court. The tcc is likely to 
come into existence late next year and will 
deal with war crimes. Although none of the 
recent peacetime incidents would possibly 
qualify as a war crime, the principle on 
which the court’s jurisdiction is based is an 
important one. 

Under the tcc rules, countries will be 


safe from prosecution by the court if, and 
only if, they are seen to be conducting their 
own investigations into alleged atrocities by 
their troops. In the words of Ken Roth of Hu- 
man Rights Watch, a New York-based lobby 
group: “Ideally the United States will always 
scrutinise itself. The 1cc is [only]a backstop, a 
necessary one for when countries fail.” 

But what if America’s armed forces were 
accused of failing to investigate their own 
misdeeds in a convincing way? In 1993, for 
example, the Red Cross alleged that Ameri- 
can soldiers killed 500 civilians in Somalia. 
Unlike Canada, Belgium and Italy, which in- 
vestigated ill-treatment of Somalis by their 
soldiers, America did not hold its soldiers to 
public account. Should that happen in the 
future, America might find itself hauled be- 
fore the 1cc. 
= 
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The blame game begins 


N WASHINGTON, DC, it is never too early to start claiming 

credit or apportioning blame. Under Bill Clinton, the Democrats 
said that they had built “a new economy” long before the numbers 
hinted that one mightactually exist. Now the two parties are blam- 
ing one another for a recession that hasn't arrived yet. 

Despite Wall Street's recent travails, American national in- 
come was still rising by just over 1% a year at the last count. Retail 
sales are still rising. The economy is generating 35,000 jobs a week— 
more than during the last year of Bill Clinton’s term. A hard land- 
ing, perhaps: not a recession yet. But the political battle over “the 
R-word” is already three months old. 

In December, even before the election result, Dick Cheney 
talked about an economy “on 
the verge of recession”. George 
Bush followed this up by argu- 
ing that his proposed $1.6 tril- 
lion tax cut was needed be- 
cause the economy was 
“stumbling” and “stuttering”. 
The Republican plan is obvi- 
ous: exaggerate the bad news, 
get it out as early as possible, 
blame it on Mr Clinton, build 
support for Mr Bush’s huge tax 
cut—and then give the tax cut, 
and Mr Bush, credit for the fu- 
ture upturn. 

For their part, the Demo- 
crats are just as cynically dis- 
torting the problem in order to 
blame Mr Bush for the (al- 
leged) recession and stock- 


news the economy has had in a while: the acceleration in job cre- 
ation was a sign the economy was notin recession yet and might— 
hope of hopes—be bottoming out. That was not what Mr Bush 
wanted to hear in the middle of his attempt to sell his tax cut. 
Hence his reaction that the numbers showed the economy to be 
sputtering. This week, the normally sensible energy secretary, 
Spencer Abraham, made the preposterous claim that America 
faced the sort of energy problems last seen in the 1970s, when there 
was petrol rationing. For good measure, he added that the “last 
three recessions have all been tied to rising energy prices.” 

There is circumstantial evidence that accentuating the nega- 
tive may be hurting consumer confidence. In January, after Messrs 
Bush and Cheney sounded off, 
the index of consumer confi- 
dence took its largest monthly 
fall since 1990. This was all the 
odder because retail spending 
itself remained relatively bu- 
oyant. Mr Bush may be influ- 
encing consumers’ beliefs, if 
not their behaviour. There is a 
risk that such rhetoric may 
turn a necessary correction 
into an unnecessary slump. 

This insouciance—even 
recklessness—towards the 
market consequences of what 
you say is worrying both in its 
own right and because it may 
be part of a trend. Earlier this 
year, Paul O'Neill, the treasury 
secretary, told a German 








market crash. “The Bush ad- 


newspaper that the strong dol- 








ministration has been talking 
down the economy for some time,” says Tom Daschle, the Demo- 
cratic leader in the Senate, “and we're beginning to see the results 
in the stockmarket.” 

Ithardly needs saying, but both these positions are caricatures. 
The sudden slump in the Dow came after profit warnings from 
large companies (not Mr Bush); the longer-term decline both in the 
market and in output began last spring. Mr Bush’s argument that 
the state of the economic cycle justifies his tax cut is just as bogus. 
The tax cut will do almost nothing for this year’s consumer spend- 
ing (because the proposed cuts come into effect later). Even if Con- 
gress were ultimately to backdate some of the tax relief to the start 
of 2001, taxpayers might get only perhaps $10 billion, which counts 
for almost nothing (or 0.1%, to be exact) in a $10 trillion economy. 

The “who lost the economy?” debate might be written off as 
just another political game. But it matters, not least because it raises 
early questions about Mr Bush's economic team. 

The speed of (over)reaction is itself significant. In the past, 
policymakers and markets tended to wake up to a recession only 
after it had started. The fact that, this time, they are arguing about 
whose faultit is before the event is, in a backhanded way, a tribute 
to the genuineness of the “information revolution”. In principle, 
this might be a good thing, if it meant economic policy is adjusted 
early (often corrections are too little, too late). But there is a flip side. 
Ina world where information is so important, confidence is itself a 
valuable commodity, so it is vital that politicians donot exaggerate 
just to score political points. Unfortunately, Mr Bush’s team is do- 
ing just that. 

The recent unemployment figures contained some of the best 





lar was not a product of gov- 
ernment policy. He meant that it had come about as a result of 
strong economic performance, but the markets took his comment 
as a sign that the administration was planning to abandon Mr 
Clinton’s strong-dollar policy and the dollar crashed. Mr O'Neill 
had to apologise the next day. 

Foot-in-mouth disease is often a problem for new finance 
ministers. But there are signs that Mr Bush’s finance team com- 
bines inexperience, particularly in international economics, with 
fundamentally incompatible views. Larry Lindsey, the president’s 
chief economic adviser, said Japan should stop trying to use big 
deficit spending to pull itself out of slump. Bob Zoellick, the trade 
representative, pointedly distanced himself from this dubious 
prescription, Mr Zoellick is the only member of Mr Bush’s top 
economic advisers with any real experience in international eco- 
nomics. But his appointment has set off a frenzy of bureaucratic 
infighting to minimise his influence. 

The contrast with the previous administration could hardly be 
greater. Whatever his other faults, Mr Clinton chose his economic 
advisers well. Robert Rubin, as treasury secretary for most of his 
presidency, and Larry Summers, Mr Rubin’s deputy and eventual 
successor, saw eye-to-eye with each other and with Alan Green- 
span. They also commanded the respect of Wall Street, the inter- 
national capital markets and Congress, That cannot be said for Mr 
O'Neill and Mr Lindsey. 

Itis early days yet. But the signs of inconsistency and exaggera- 
tion are dismaying. When investors behave like this, they mark 
down the shares of their own companies. When politicians do it, 
they can mark down the whole economy. 
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Over to you, Cavallo 


BUENOS AIRES 


Can Argentina’s most charismatic and controversial economist end the 


country’s recession? 


ARELY into his second year of governing 
Argentina, Fernando de la Rua now 
stands at the centre of an impressive scene of 
political destruction. The Alliance coalition 
with which he came to power is in tatters. He 
has been obliged, in effect, to outsource the 
government. On March 2oth, he 
changed his economy minister for the 
second time this month, bringing in 
Domingo Cavallo, who held the job 
for five years under Carlos Menem, 
Mr de la Rua’s Peronist predecessor. 
Mr Cavallo’s task is to try to haul 
Argentina out of a recession that has 
now lasted 33 months, while staving 
off a debt default and saving the cur- 
rency-board scheme he introduced in 
1991, which pegs the peso at par to the 
dollar. If Mr Cavallo, who now heads 
a small conservative party, is success- 
ful, he would become a strong candi- 
date for Mr de la Rua’s job in the presi- 
dential election due in 2003. If he fails, 
Argentina’s prospects will be sombre. 
He has lost no time. On March 
zist, he unveiled his plan, though the 
details were sketchy. He will ask Con- 
gress for sweeping powers to write a 
“competitiveness law”, which will in- 
clude changes in taxes and import ta- 





ask for extra help from the imr. 

Mr Cavalloisan unlikely saviour, charis- 
matic but controversial. His temper is no- 
toriously short. He is despised by many in 
Mr dela Rua’s Radical party, who accuse him 
of helping to foment the economic turmoil 





De la Rua’s task for Cavallo 
Bond spreads over US Treasuries, basis points 


Emerging Market 
Bond Index + 


gradualist approach. But the economy re- 
mained depressed, unemployment rose to 
15%, and investors became nervous. On 
March 4th, Mr Machinea was replaced by 
Ricardo Lopez Murphy, the Radicals’ leading 
free-market economist. 

Mr Lopez Murphy unveiled a plan in- 
volving $4.5 billion of budget cuts over two 
years. Bankers applauded, but neither Mr 
Lopez nor the president had done their po- 
litical homework. Half the cuts were to be in 
education. That prompted three ministers 
and six senior officials to resign; two had 
been appointed only four days earlier. Their 
going brought down Mr Lopez. 

Mr Cavallo has little time. Argentina’s 
political turmoil has gone hand-in-hand 
with rising panic in the financial mar- 
kets. The yield on its bonds has soared, 
driving up borrowing costs (see chart); 
for the first time since 1995, Argentines 
have been rushing to withdraw their 
money from banks. 

Mr Cavallo insists that the fixed 
exchange rate will stay. In presenting 
his “competitiveness” plan, he 
harked back to the Convertibility Law 
setting up the currency board, which 
he pushed through almost exactly a 
decade ago. 

But if he is to succeed, he will re- 
quire political support denied to Mr 
Lopez Murphy. Mr dela Rua called for 
a government of national unity—but 
that is not what he has got. Mr Cavallo 
has brought several of his friends into 
the cabinet. But Mr de la Rua vetoed 
the return to government of Carlos 
Alvarez, Frepaso’s leader, who re- 
signed as vice-president in October. 
Though the social-development min- 





riffs, reform of the state bureacuracy 
and of labour laws, and (unspecified) 





cuts in public spending and jobs. 
The immediate aim is to trim the 
fiscal deficit by some $3 billion. That 


istry remains unfilled, there is no cab- 
inet post for any of Mr Alvarez’s col- 
leagues in Frepaso. Absent, too, were 
not only the Peronist opposition, but 
any representative of Mr Alfonsin’s 





would enable Argentina to meet the 
deficit target of $6.5 billion for this 
year agreed on with the mr in Janu- 








ary, as part of an accord worth almost 7 
$40 billion in loans and credit guaran- 
tees. Over half the cut in the deficit 





Source: J.P, Morgan Chase 


wing of the Radical party. 

Mr de la Rua has become “a king, 
who reigns but does not govern,” says 
Ricardo Rouvier, a pollster. In his lat- 
est poll, Mr de la Rua’s popularity has 
slipped to just 26%, down from 32% 








may come from a new tax of up to 
0.6% on financial transactions. A similar tax 
' in Brazil has cut the evasion of other taxes. 
But Mr Cavallo also wants to stimulate 
growth, by cutting (or allowing exemptions 
to) some taxes that inhibit investment. He 
would cut import tariffs on capital goods— 
but raise tariffs on consumer goods. This 
would require a change to the rules of the 
Mercosur trade group. He may also decide to 
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that hastened the exit in 1989 of the party’s 
last president, Raul Alfonsin. Neither does 
Frepaso, the Alliance’s smaller, leftish, com- 
ponent, look on him more kindly. It criticises 
the social cost of Mr Cavallo’s free-market 
economic reforms of the 1990s. 

But there was little alternative to his ap- 
pointment. Mr de la Rua’s first economy 
minister, Jose Luis Machinea, had tried a 


last month. But 48% of those surveyed 
approved of Mr Cavallo’s appointment. 

Mr Cavallo’s first battle involves his re- 
quest for emergency powers from Congress. 
The Alliance has only 120 seats out of 257 in 
the lower house, and the Peronists control 
the Senate. The Peronists have said they will 
oppose the powers, but they may be won 
over. Several Frepaso deputies have already 
said they will defect from the government, 
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though their absence will be offset by the 12 
deputies of Mr Cavallo’s own party. 

After some footdragging from Congress, 
Mr Cavallo may get his powers. His plan in- 
cludes some populist touches—such as the 
increase in import tariffs. And it is widely 
seen as a last chance to maintain stability in 
Argentina. But with a congressional election 
due in October, few politicians are likely to 
do Mr Cavallo any lasting favours. 

Mr Cavallo almost certainly represents 
Mr de la Rua’s last chance, too. Failure would 
probably precipitate an early presidential 
election. Even so, the currency board might 
survive. Almost two-thirds of personal loans 
and 93% of government debt are already in 
foreign currencies, according to Abel Vi- 
glione, an economist at FIEL, Mr Lopez Mur- 
phy’s think-tank. But further political tur- 
moil would drive interest rates further up, 
making a debt default all but inevitable. “If 
spending continues to exceed income, 
someone in Argentina will have to pay,” says 
Mr Viglione. If the president and the opposi- 
tion let him, Mr Cavallo’s job is to decide 
who. If they do not, the whole country may 
end up the poorer. 


Peru 


Grave 


LIMA 


ELLOW plastic police tape wrapped 

around makeshift wooden crosses 
marked out one pauper’s grave among the 
thousands that dot the desert hills of the vast 
municipal cemetery of Villa Maria del Tri- 
unfo, where the outskirts of Peru’s capital 
peter out into the sand. In April 1997, police 
hastily dumped there the body of Nestor 
Cerpa, the leader of the Tupac Amaru Revo- 
lutionary Movement, who for four months 
had held 72 hostages in the Japanese ambas- 
sador’s residence in Lima. 

Cerpa died in a commando operation 
ordered by Alberto Fujimori, Peru’s now dis- 
graced president, which freed all but one of 
the hostages alive. Celebrated by Mr Fuji- 
mori as a personal triumph, that operation, 
in which all the rebels died, may now come 
tohaunt him. 

Earlier this month, in the presence of a 
prosecutor, workers broke open Cerpa’s 
grave, and exhumed the body. The investi- 





SAO PAULO 


A two years of relative stability, 
Brazil’s currency, the real, has slid 
sharply this month. On March 19th, it 
plunged to 2.18 against the dollar, its low- 
est level since the aftermath of the coun- 
try’s chaotic devaluation of January 1999 
(see chart). Having already failed to halt 
the slide by selling dollars, thè Central 
Bank responded by first selling dollar- 
indexed bonds and then by raising inter- 
est rates by a half point, to 15.75%—the first 
increase since March 1999. 

Why all the jitters? Partly nerves about 
Argentina. But unlike its neighbour's, Bra- 
zil’s economy is growing strongly. And de- 
spite some recent internal squabbling, its 











Safety first for Brazil’s economy 
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government is much stronger too. 

In fact, the real’s weakness is a text- 
book example of the advantages of a 
floating exchange rate. Economic growth 
has sucked in imports. Brazil's trade deficit 
so far this year is already almost equal to 
the $700m deficit for the whole of 2000. To 
make matters worse, a giant oil offshore 
platform exploded last week, killing ten 
workers, and then sank; that could add up 
to $600m to this year’s bill for oil imports. 
In addition, there are fears that an Ameri- 
can recession might staunch the flow of | 
foreign investment that has financed the | 
current-account deficit. | 

So a slightly weaker currency, boost- 
ing exports, is just what Brazil needs. But 
floating exchange rates also have disad- 
vantages. The Central Bank insists it does 
not have a target for the currency, but it 
does have an inflation target (of 4% for this 
year), and imports will now be more ex- 
pensive. By raising rates, against market 
expectations, the bank has shown it takes 
that target seriously. 

Businessmen and politicians will not 
be happy. That may not help Arminio 
Fraga, the bank’s president, in his efforts to 
persuade Congress to approve a bill giving 
the bank independence. Mr Fraga’s job 
may become more challenging in the next 
few months. But these are problems Ar- 
gentina would love to have. 











gation was prompted by a claim by one of 
the hostages, a former Japanese official, that 
he saw three of the guerrillas alive after they 
had been overpowered by commandos; one 
was allegedly escorted, hands tied behind 
his back, through a tunnel dug for the rescue 
from a nearby house. 

Mr Fujimori, who was stripped of the 
presidency in November, is now living in Ja- 
pan. Both he and Vladimiro Montesinos, his 
fugitive intelligence adviser, are under inves- 
tigation by prosecutors in Peru, on suspicion 
of racketeering. Ronald Gamarra, the pros- 
ecutor investigating the deaths of the rebels 
at the residence, now wants both men to be 
charged with murder. Unlike some previous 
attempts to link them to acts of brutality, the 
embassy rescue is not covered by a 1995 am- 
nesty law. Mr Gamarra now plans to visit Ja- 
pan to interview witnesses. 

For Peruvians, who suffered a decade of 
terrorist violence, the case is sensitive. Only 
one other former hostage has backed the 
allegations (though he was not an eyewit- 
ness). Even if forensic evidence supports the 
claims, prosecutors are unlikely tocharge the 
commandos, who are heroes to the army. 

Mr Fujimori has now taken Japanese na- 
tionality, and Japan has shown no sign that 
it is prepared to extradite him to Peru. But 
nowadays human-rights crimes can be pur- 
sued anywhere, as General Augusto Pino- 
chet of Chile knows to his cost. If charges are 
filed, “at the very least, Fujimori will not be 
able to leave Japan and the Japanese will 
have a serious problem,” says Mr Gamarrra. 
Mr Fujimori may argue that, if the rebels 
were indeed killed in cold blood, he was not 
responsible. But at the time he boasted pub- 
licly that he and Mr Montesinos had been in 
command of the operation. 
it ea init i 





Venezuela 
Noisy 
neighbours 


CARACAS 


ELATIONS between Colombia and Ven- 

ezuela have never been straightforward. 
The two countries share much trade and in- 
vestment, and a 2,000km (1,250-mile) border. 
But they also have a dispute about territorial 
waters. And since Hugo Chavez, a 
nationalist former officer, became Venezu- 
ela’s president in 1999, Colombia’s govern- 
ment has become deeply suspicious of its 
neighbour's intentions. 

It fears that Mr Chavez’s “neutrality” to- 
wards its internal war is a figleaf for a tacit al- 
liance with the leftist guerrillas of the Farc 
and the ein. Echoing the words of his hero, 
Simon Bolivar, the Venezuelan-born inde- 
pendence leader who also freed Colombia, 
Mr Chavez has complained that the “rancid 
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oligarchy in Bogota” is out to get him. 

In December, Colombia withdrew its 
ambassador for several weeks, after two 
rarc guerrillas were invited to address a 
group of Venezuelan parliamentarians. 
After that, Mr Chavez seemed to become 
more conciliatory, proclaiming the “eternal 
brotherhood” of the two neighbours. 

Now, another row has broken out over 
Jose Maria Ballestas, an ein member ac- 
cused of a 1999 hijacking, in which a Colom- 
bian aircraft with 41 passengers was flown to 
Venezuela. Arrested in February in an opera- 
tion involving police from both countries, he 
was suddenly released, after officials inter- 
vened, just minutes before he was to be 
handed to Colombian police and deported. 

When the story broke in mid-March, 
embarrassed Venezuelan ministers lamely 
accused the Colombian police of violating 


Venezuela's sovereignty. The head of Ven- 
ezuela’s judicial police was sacked, appar- 
ently as a scapegoat. Colombia was out- 
raged. Officials ordered Mr Ballestas’s arrest 
on charges of possessing forged Venezuelan 
papers. Colombia wants his extradition. 

Last weekend, Mr Chavez presided over 
military manoeuvres in the disputed Gulf of 
Venezuela, just metres from the border. 
Squeezing his bulky frame into a tank, the 
Venezuelan leader warned any “insolent” 
intruder that he would be met with force. “I 
fear the president may have a war with Co- 
lombia in mind,” said Francisco Arias Car- 
denas, who staged a coup with Mr Chavez in 
1992 before running against him in last year’s 
presidential election. Now, Mr Chavez has 
said he will meet Andres Pastrana, Colom- 
bia’s president. He seems to enjoy being the 
neighbour from hell. 





Canada 


At loggerheads 


VANCOUVER 


A long-running trade battle is about to resume 


OR almost 20 years, Canada and the Un- 
ited States have been at war over soft- 
wood lumber. Next week, they are about to 
join battle again. And this time, rather than 
settling for a draw, Canada may play to win. 

The Americans claim Canadian produc- 
ers are subsidised, and so have demanded 
countervailing duties on their exports, 
which are worth C$u billion a year ($7 bil- 
lion), Canada retorts that it merely has a dif- 
ferent system, and the Americans are indulg- 
ing in plain old-fashioned protectionism. 

So far, the Americans have not been able 
to prove their charges, despite carrying out 
three investigations. In 1992, the Commerce 
Department concluded that Canada was 
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guilty of subsidies and that duties were justi- 
fied. But a dispute-settlement panel, set up 
under the United States~Canada Free-Trade 
Agreement, threw out that finding. 

Even so, in the interests of avoiding the 
duties, the Canadian industry sued for for- 
mal peace in 1996. Under the United States- 
Canada Softwood Lumber Agreement (S14), 
Canada’s duty-free exports were capped at 
14.7 billion board-feet. British Columbia, 
Quebec, Ontario and Alberta, and compa- 
nies within those provinces, were given €x- 
port quotas: if they exceeded them, they 
would face “border fees” (fines, in other 
words) of $50 to $146 per 1,000 board-feet. 

This agreement, which expires on March 


THE AMERICAS 


zist, has not satisfied the Americans. The Co- 
alition for Fair Lumber Imports, representing 
most American producers, points out that in 
the United States 95% of the timber is pri- 
vately-owned and sold at auction. In Can- 
ada, by contrast, the provinces own about 
94% of the timber. They set harvest levels, re- 
strict the export of raw logs and, says the 
American lobby, sell their timber at “admin- 
istratively-set prices” that are about a quar- 
ter of market-based prices in the United 
States. As a result, American mills cannot 
compete and are “shutting down in droves”. 

Canada does not deny that government 
plays a big part in its softwood-lumber in- 
dustry. But it points out that companies have 
to pay government-set stumpage rates to 
harvest public forests under long-term li- 
cences. American complaints about sub- 
sidy, they say, ignore the extra expenses Ca~ 
nadian forest companies must meet for 
planning, road-building, replanting and 
environmental protection. 

Contrary to the claims of American lob- 
byists, the Canadian industry has hada hard 
time over the past five years, closing mills, 
cutting jobs and racking up losses. If Canada 
had rejected the sa and simply maintained 
itsshare of the American market (about 33%), 
there would have been gains, according to 
one study, of C$700m and 11,000 jobs. 

From this costly experience, Canada’s 
lumber industry has learned not to negotiate 
with America’s Congress any more. As one 
Canadian trade specialist puts it, “Anybody 
who thinks the American trade-law process 
has any semblance to fairness is naive.” 

Three faint-hearted forestry managers 
this week called for talks, but most of the in- 
dustry, backed by the provinces and the fed- 
eral government, is preparing to go to law to 
get free trade in lumber. The Canadians will 
seek adjudication under the North Ameri- 
can Free-Trade Agreement (Narta) and, if 
necessary, go to the World Trade Organisa- 
tion. Canada “doesn’t want a new trade-re- 
stricting agreement,” says John Manley, the 
foreign minister. 

Mr Manley points out that Canada now 
has some allies in the United States on the is-... 
sue. American firms, such as Weyerhaeuser, 
have bought Canadian rivals. A recent study. 
by the Cato Institute, a libertarian think- 
tank, found that the sta had jacked uplum- 
ber prices in the United States by about 
$50-80 per 1,000 board-feet and had added 
$800-$1,300 to the cost of a new house. An al- 
liance of 15 groups representing builders, 
consumers and contractors, is now pushing 
for free trade in lumber; 49 members of the 
House of Representatives have introduced a 
resolution backing the idea. 

This new round in the battle is going to 
belong, messy and costly. Butas the sLa’s op- 
ponents on both sides of the border can tes- 
tify, the proper conclusion is obvious: rules- 
based free trade. 
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Bashar in the steps of his father 


DAMASCUS 


The early hopes of a more liberal Syrian regime are beginning to dim 


HE apartment in a drab Damascus sub- 

urb is packed. The crowd, which crams 
every space right out to the stairwell, has 
_ come to play Syria’s exciting new game of po- 
litical shadow-boxing. Reform-minded citi- 
zens take to the podium, challenging their 
government with metaphors, pointed anal- 
ogies and, sometimes, direct charges of in- 
competence, corruption or tyranny. The 
state responds later, through the press it con- 
trols, issuing veiled threats to its critics and, 
occasionally, cryptic answers to some of 
their milder questions. 

The experience of public debate, even in 
so elliptical a form, is novel. Before the death 
of President Hafez Assad last June, Syrians 
had endured three decades of Stalinesque 
intolerance. Open dissent was a one-way 
ticket to exile, jail or worse. 

Since the accession of Assad’s 35-year- 
old son, Bashar, things have changed. In his 
very first speech, he spoke of the need for 
political and economic reform. Almost over- 
night, the pictures of his father that plastered 
almost every wall in the country vanished. 
Several hundred political prisoners—even 
the government press described them as 
such—were released from jail. More reforms 
followed, including a partial lifting of cen- 
sorship, the abolition of special security 
courts, and a slew of laws aimed at prodding 
Syria’s stalled economy into motion. 

Businessmen, used to the ruling Baath 
Party’s penchant for spottily applied social- 
ism, dashed with cronyism, welcomed the 
loosening of the state’s clammy grip. Intellec- 
tuals felt encouraged to speak out. They did 
so, in a series of pro-democracy petitions 
published abroad but widely circulated at 
home, and in the private forums—the so- 
called civil-society movement—that have 
spread to even remote provincial towns. Syr- 
ians at large dared hope that their country, 
which many recognise as a rusting redoubt 
of single-party rule and command econom- 
ics, was joining the rest of the world. 

Since the start of the year, however, the 
government has begun to signal stiffer resis- 
tance to reform. Some say this is because the 
old guard, particularly people in the huge se- 
curity apparatus, who have been creaming 
off rewards from the system for decades, fear 
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the consequences of change. Others specu- 
late that senior officials simply could not 
stomach the newly voiced accusations: the 
charge that Baath Arab nationalism stifles 
Syria’s ethnic diversity, for instance. Still oth- 
ers suggest that the tense regional situation, 
made tenser by speculation over the policies 











An olive branch or two on offer 


of Israel’s new prime minister toward its 
neighbours, is making Syria’s leaders averse 
to taking risks at home. 

Whatever the cause, there is no doubt 
that their zeal for political reform has cooled. 
Talk of allowing new political parties has 
ceased. Officials now say they will instead 
revamp the 1.2m-member Baath Party, as 
well as the three tiny leftist parties that are 
already legal. Other signals have been more 


direct. Despite an earlier declaration that the 
martial law which has been in effect since 
1963 is now “frozen”, the wife of a prominent 
businessman is said to have vanished into 
prison in January after e-mailing an unflat- 
tering caricature of the president. 

Pressure has mounted against the lead- 
ers of the civil-society movement and their 
private political forums. For months, senior 
Baathists had muttered about the move- 
ment’s suspicious foreign links and about 
the “red lines” that ought to define the per- 
missible range of debate. Mr Assad himself 
added more oblique warnings in a rare inter- 
view published in February, declaring that 
the forums were not representative of public 
opinion, that the term civil society was a for- 
eign invention, and that he would never al- 
low the interests of the state to be endan- 
gered. Soon afterwards, forum organisers 
were told they would henceforth need to ap- 
ply for police permission. 

The best known of these organisers is 
Riad Seif, one of the handful of independent 
members of Syria’s parliament. He has now 
been charged with breaching the constitu- 
tion. His crime, apparently, was to draw up a 
platform for a new political party that called 
for a change in the constitution to make it 
more democratic. Mr Seif is still holding sem- 
inars in his home, but attendance has 
dropped. “I don’t blame anyone who stops 
supporting me,” he says ruefully. “Given our 
experience, it’s not wise to be brave.” 

Economic reforms, by contrast, are pro- 
ceeding, though ata pace and style that leave 
businessmen cautious rather than optimis- 
tic. Foreign banks are being allowed to set up 
shop, but the state institutions that have mo- 
nopolised banking since 1963 remain so in- 
ept that it can take weeks to transfer money 
between branches. The governor of the cen- 
tral bank enthuses about unifying the ex- 
change rate, but declines to say what the 
country’s foreign reserves are. Investment 
guarantees have improved, and convoluted 
laws regarding property rental are being 
overhauled. Privatisation of the country’s 
state industries, which account for 30% of the 
economy, remains taboo. 

Unfortunately, with unemployment 
pushing 20%, three consecutive years of zero 
growth and an industrial sector crippled by 
the legacy of central planning, the changes 
required are far more drastic than what 
some describe as “tweaking”. If the govern- 
ment hopes to draw back some of the esti- 
mated $50 billion or more that its citizens are 
believed to hold abroad, or to lure back some 
of the talented 2m Syrians who work abroad, 
it will have to opt for real openness. 

re a 
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DAMASCUS 


C6 OVERY time I return from Switzerland, 

I bring one back,” says Ali Laham, 
proudly pointing to the huge, ornate cow 
bells on a shelf next to the fondue dishes. 
Mr Laham, who trained in hotel manage- 
ment in the Alps, owns the Monte Rosa 
hotel and country club, a large pink tourist 
complex that has just been built on the 
foothills of the mountains west of Damas- 
cus. The rich families who have snapped 
up the chalet-style homes built around the 
hotel can enjoy the club's landscaped gar- 
dens and sports facilities, including Syria’s 
first public indoor swimming pool. Next 
winter, they will be able to glide down the 
slopes of Syria’s first ski centre. 

All this is blazing a trail that others are 
following fast. An Anglo-Syrian group is 
creating a health complex in the Lebanese 
mountains, and a vast resort near the Med- 
iterranean with hotels, apartments, villas, a 
themed amusement park, a shopping mall 





Pink hotels on Syria’s hills 


and, inevitably, a golf course. 
Syria is already richly en- 
dowed. A tourist can barely 
move without stumbling over 
Greek temples, Roman the- 
atres, crusader castles or an- 
cient Arab souks. The country 
offers huge rewards for west- 
erners seeking the glories of 
the Orient. But do westerners 
visit? They do not. Over three- 
quarters of the country’s 
yearly 2.5m visitors are from 
other Arab nations. They tend to be less in- 
terested in Syria’s ancient heritage than in 
food, shopping and keeping the family 
amused. “We need to change our image,” 
says Kasim Mikdad, the tourism minister. 
His ministry is thinking big. By 2020 it 
wants the number of hotel beds increased 
from 35,000 to 175,000, allowing for 7m 
tourists a year. Licences for projects, it says, 
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will now be granted in a 
fortnight; and tax breaks are 
readily on offer. 

But, naturally enough, 
things do not always work 
out as smoothly as the 
plans. The people putting 
up a new four-star hotel in 
Damascus complain that it 
took six months to get the 
electricity supply con- 
nected and running, even 
though they had contacts at 
the highest levels. And most 
of the new cafés and restau- 
rants that have opened in 
the spectacularly restored 
family palaces in Damascus’s old city are 
operating without official licences, which 
means that they dare not display their 
menus to the public. 

Middle Eastern peace might bring 
bands of monument-hunting, comfort- 
and-souvenir-seeking westerners. But 
since the auguries of peace are not propi- 
tious, the tourist ministry is looking local. 











Ethiopia 


Meles and the 
plotters 


ADDIS ABABA 


HREE months ago, when he signed the 

peace agreement that ended the border 
war between Ethiopia and Eritrea, Meles Ze- 
nawi had reason to be jubilant. He had won 
the war—costly, bloody and pointless as it 
was—and he had won a general election too. 
But Ethiopia’s prime minister could now be 
fighting for his political life. 

A faction within his Ti- 
grayan People’s Liberation 
Front (reLF)—the dominant 
party in the ruling coalition— 
almost unseated him last 
week. For the moment, it ap- 
pears that Mr Meles has pre- 
vailed. But so much is mys- 
terious in the TPLF’s secretive 
inner circles that nobody can 
be quite sure. 

Mr Meles is a reformer, 
and the architect of Ethiopia’s 
economic and political lib- 
eralisation. This is no mean 
achievement. During the long 
guerrilla war against Mengistu Haile 
Mariam, the TPLF was wedded to Marxist- 
Leninist dogma and admired the late Enver 
Hoxha, Albania’s long-serving Communist 
leader. The Tigrayan militants supported Mr 
Meles because he delivered victories, seizing 
power from Mr Mengistu in 1991. 
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Still on top, just 


For much of the past decade, Ethiopia’s 
economy grew impressively. The country 
became a favourite of western donors. But 
last year’s food shortages exposed its struc- 
tural weakness: it is still overwhelmingly re- 
liant on subsistence agriculture and depen- 
dent on foreign aid. The stress of financing 
the war, combined with cuts in foreign aid, 
brought the economy to the brink of crisis. 
Mr Meles’s medicine was more liberalisa- 
tion. Acknowledging this, the ımr this week 
approved a bundle of measures involving 
$112m in aid over three years. 

Political liberalisation has moved much 
more cautiously. Although his coalition, the 
Ethiopian People’s Revolu- 
tionary Democratic Front, tri- 
umphed at last year’s elec- 
tion, there was a significant 
turnout for the opposition 
parties, after a campaign that 
had seen some relatively free 
debate, especially in the capi- 
tal, Addis Ababa. But real 
power remains firmly in Ti- 
grayan hands. 

Mr Meles banished his 
main critics back to Tigray 
some years ago. There, though 
forgotten by outsiders, they 
maintained their local power 
base within the unreformed 
Leninist apparatus of the TPLF. Some com- 
rades, and their families, also grew rich on 
the pickings of party-owned businesses. 

Thus, at this month’s Central Committee 
meeting, when the prime minister proposed 
a crackdown on corruption and the reining 
in of tpLF-owned enterprises, a large minor- 


ity rebelled. Led by Tigray’s governor, Gebru 
Asrat, and a former defence minister, Siye 
Abreha, 12 of the 31 committee members at- 
tempted to remove the prime minister. 

They accused him of being a stooge of 
Yankee imperialism, and argued that he had 
been soft on Eritrea. He should, they said, 
have continued the war, and overrun the 
country. Powerful figures in the TPLF stood 
by Mr Meles, notably the “father” of the 
party, Sebhat Negga, the foreign minister, 
Seyoum Mesfin, and the army chiefs. The 12 
were suspended from their party posts. 

This time, Mr Meles came out on top ina 
misty intrigue that left even senior ministers 
who are outside the Tigrayan cabal no better 
informed than their housemaids. But the 
dissident Tigrayans are not beaten yet. 





Burundi 


Talking peace 
and waging war 


BUJUMBURA 


S THE latest round of talks to end Bu- 

rundi’s seven-year civil war got under 
way this week in the Tanzanian town of 
Arusha, the negotiators squabbled over who 
should lead the proposed transitional gov- 
ernment. They are supposed to agree on a 
Tutsi president and a Hutu vice-president 
for the first18-month phase of the three-year 
transition. For the second phase, the two will 
swap roles. The largest of the ten Tutsi parties 
supports Burundi’s current president, Pierre 
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Buyoya. But eight of the 
other Tutsi groups now back 
Colonel Epitace Bayagana- 
kandi, a former interior 
minister. 

Time is running out for 
Mr Buyoya. At Arusha, some 
17 of the 19 parties and insti- 
tutions taking part in the ne- 
gotiations now refuse to 
have him serve as president. 
Asa way out of humiliation, 
he is being accused, by his 
Tutsi critics, of planning to declare a state of 
emergency. He would thus delay a peace 
agreement, and the subsequent setting up of 
a transitional authority. All in all, there is 
deep scepticism about the chances of the 
talks succeeding. 

The background to the infighting in 
Arusha is the real fighting in and around Bu- 
rundi’s capital. Bujumbura is a city riven by 
ethnic hatred. A literate inhabitant can write 
H for Hutu or T for Tutsi next to the name of 
any quarter ona detailed map. A rebel attack 
on the northern districts of the city three 
weeks ago left heavy casualties and wide- 
spread damage. In response, the armed 
forces staged a clean-up operation in the re- 
bel stronghold of Gassarara, a town in the 
hills five kilometres (three miles) to the east 
of the capital. There has also been firing in 
Tenga, a thick forest outside the city which 
the rebels use as cover. 

Army leaders see the recent escalation of 
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violence as a direct conse- 
quence of the first, timid, 
signs of peace in neigh- 
bouring Congo. A con- 
tinuation of both Bu- 
rundi’s and Rwanda’s civil 
wars was being fought on 
Congolese territory, and 
was indeed part of the war 
there. If there is peace in 
Congo, the rebels from 
both countries are likely to 
take their wars back home. 

When he visited the scene of the recent 
fighting in Bujumbura, Burundi’s defence 
minister, Cyrille Ndayirukiye, stressed that 
any Congolese deal could spell trouble for 
Congo’s smaller neighbours. He claimed 
that the commanders of the latest rebel at- 
tack on Bujumbura were not Burundian but 
Rwandan—a mixture of the Interahamwe, 
the militia that carried out the 1994 Rwandan 
genocide, and members of the old, unre- 
formed Rwandan army. Both groups have 
been fighting in Congo, alongside one of Bu- 
rundi’s main rebel groups, the Forces for the 
Defence of Democracy (FDD), on the side of 
the Congolese government. 

Military sources in Congo’s eastern Ka- 
tanga province say that rop members may 
now be working their way back through 
Congo into Burundi. The Rwandan rebel 
groups may be following the same path. If 
true, this is bad news for both countries. 

- in a 
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South Africa 


The plague 


JOHANNESBURG 


QUARTER of a million South Africans 

were killed by Arps last year. According 
to official figures released on March 2oth, the 
epidemic is getting worse. Last year, roughly 
4.7m South Africans—one in nine—carried 
the human immuno-deficiency virus (HIV), 
which causes Arps. This is 12% more than in 
1999. Since almost half of the population is 
too young yet to be at much risk, the true pic- 
ture is even grimmer. 

The data are derived from tests per- 
formed on expectant mothers in public 
ante-natal clinics. This gives a rough proxy 
for niv prevalence among sexually active 
adults. The latest survey found that 24.5% of 
women so tested were HIV-positive, up from 
22.4% in 1999. Noting that the rate of increase 
has slowed in the past three years, the health 
minister, Manto Tshabalala-Msimang, said 
she hoped that uv prevalence was stabilis- 
ing. Maybe, but in KwaZulu-Natal, the 
worst-affected province, a staggering 36% of 
pregnant women tested positive. By the 
gloomiest projections, half of the population 
will eventually die of the disease. 

In the face of this disaster, the govern- 
ment dithers less than it used to. In some 
hospitals, drugs are now provided to pre- 
vent mothers giving the virus to their unborn 





LUWIRI, SUDAN 


OMEN dig in the sand of the dry 

riverbed, and after a while water be- 
gins to seep into the hole, forming a puddle. 
Scooping the precious stuff into gourds, 
they stride back up the hill. Under the blis- 
tering sun, the village of Luwiri looks as if it 
has been this way for centuries: the water 
drawn, the grain milled and the sesame 
pressed into oil, all by hand. Not so. Only a 
few years ago there was a 
diesel grinding mill, a mo- 
torised oil press, and the 
women pumped water 
from a drilled well, saving 
hours of hard work. 

Since the civil war be- 
gan 17 years ago, the Nuba 
mountains in central Su- 
dan have been going back 
in time. Even “back to the 
stone age”, says Daniel 
Kodi, a Nuba native and 
founding member of the 
rebel Sudanese People’s 
Liberation Army (sPLA). 

The war is partly 


Survival 








Stone age in the Nuba mountains 


about religion, with the Islamic, Arab- 
dominated government in the north fight- 
ing the non-Muslim, black African south- 
erners. But the Nuba show the war’s ethnic 
dimension. Many of them are Muslim, but, 
since they are black, they feel they are not 
accepted. They threw in their lot with the 
SPLA in 1985, and the government has en- 
forced its stifling blockade. 

In Luwiri, this means 
that salt, sugar and clothing 
are rare. Machines have no 
fuel, or have broken down. 
Metal of any kind is scarce: 
farmers fashion their tools 
with scrap metal, a by-pro- 
duct of the frequent aerial 
bombardments. The only 
modern machines are the 
ubiquitous Kalashnikovs 
carried by the sPLA. 

Despite the largest 
humanitarian airlift in his- 
tory, little aid gets to the 
Nuba. The un has been fly- 
ing food into southern Su- 





dan since 1989 under Operation Lifeline 
Sudan. But in order not to violate Sudanese 
sovereignty, the UN must have permission 
from the Khartoum government as to 
where it can drop supplies. The govern- 
ment does not let food into areas itis trying 
to capture from the rebels—and the Nuba 
mountains are one such area. 

Over 1m people lived there in 1985, says 
the United States Committee for Refugees, 
an NGO in Washington, pc. About 300,000 
are still in the mountains today. In 1998 the 
Sudanese government and the uN agreed 
on a plan to begin flying food in. But this 
has not even begun to happen. 

The few, non-un relief flights that 
break the government embargo bravely fly 
a trickle of food and other supplies to a 
clandestine airstrip. Advised by rebel radio 
that such a flight is coming in, people from 
across the Nuba walk for several hours, or 
several days, to the airstrip, and wait. The 
aircraft tumbles along the pitted runway, is 
quickly unloaded, and departs. “We are a 
big target,’ says a crew member as he steps 
up into the plane. “And there’s a govern- 
ment garrison just over the hill.” The few 
tonnes of food these pilots unload in the 
area every month or so disappear like rain 
on parched fields. 
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babies. The government's threats to ignore 
drug patents have persuaded western drug 
firms to offer pills that prolong aps patients’ 
lives at little more than they cost to manufac- 
ture. They are still too expensive to be offered 
toall who need them, but it should be possi- 
ble to help a substantial number. 

Efforts at prevention, too, have im- 
proved. Three years ago, the anti-arps cam- 
paign was invisible. Now, there are gaudy 
posters on city billboards, explicit educa- 
tional programmes on television, witty 
warnings on minibus taxis, and pamphlets 
explaining how to have fun without pene- 
tration. The main targets of these warnings 
are youngsters who are not yet sexually ac- 
tive. If they can be persuaded to stay unin- 
fected, a generation could be saved. 

There is some evidence that the warn- 
ings are being heeded. A 1998 survey of 
young women found that only 16% said they 
had used a condom during their last sexual 
encounter outside marriage. In a survey last 
year, a more encouraging 55% of young South 
Africans said they always used condoms. 
But such surveys have to be treated with 
caution: people do not always tell the truth 
about their sex lives. 

m 





Nigeria 
Fuelling trouble 


LAGOS 


HEY live in Africa’s biggest oil-produc- 
ing country but Nigerians are always 
short of petrol for their cars. The subsidised 
petrol price is so low that local producers 
have no incentive to refine their oil. Faced 
with a perennial fuel crisis, the government 





Buy our (perhaps) pure petrol 


is talking of deregulating the market. The re- 
sult, this week, was country-wide protest 
rallies, organised by the main trade union. 

Filling your petrol tank in Nigeria is a 
battle of guile or endurance. Most petrol sta- 
tions are (or claim to be) short of the stuff that 
they are required tosell at a fixed pump price 
of 22 naira (18 cents) a litre, a third or less of 
the price charged in neighbouring countries. 
The stations that admit to having fuel are be- 
sieged by queues. If you do not want to wait 
for up to 48 hours, you bribe or bully your 
way to the head of the line. 

Alternatively, you fill up your car at the 
roadside, buying on the black market from 
someone offering what you hope is unadul- 
terated petrol in a jerry can at several multi- 
ples of the official price. People then travel 


with these hoarded cans in the back of their 
cars, risking a blaze if they have an accident. 

The fuel shortage is the most urgent pro- 
blem currently facing President Olusegun 
Obasanjo. It is a huge political irritant, and it 
hurts the economy. Employees spend hours 
of their working time in queues. Goods do 
not get to their destinations on time and 
transport is clogged up. 

The government claims to have spent 
over $1 billion last year importing fuel to sell 
at the subsidised price. But much of this was 
either promptly smuggled abroad, to Benin, 
Niger or Cameroon, or sold on the black 
market inside Nigeria, at anything from 40 to 
70 naira a litre. Last year the government 
tried to raise the subsidised price from 20 
naira a litre to 30 naira. But, after a five-day 
strike, the authorities backtracked, bringing 
the price back down to 22 naira. 

Now, the talk is of deregulation. In a re- 
port released last month, the government 
suggested ending subsidies in phases over a 
period of 18 months to two years. It argued 
that only if companies set their own pump 
prices, and compete, would there be an in- 
centive to refine fuel and sell it at home. 

But public opposition to deregulation is 
intense. On radio talk-shows, thousands of 
callers criticise the plans.The mass rallies or- 
ganised by the Nigeria Labour Congress, 
which began on March 2oth, are a signal of 
the way people are thinking. Any actual at- 
tempt to raise prices would almost certainly 
provoke a general strike, which could turn 
violent. The government is justifiably ner- 
vous. Its support is patchy, and democracy 
remains fragile. Mr Obasanjo has to weigh 
the impact of deregulation on his own 
chances of winning the next presidential 
election—which is due in 2003. 

a 








BANJUL 


ATISFYING Europe’s appetite for out- 

of-season vegetables has driven super- 
markets to turn to Africa with its year- 
round growing cycle and low labour costs. 
African growers have more than met the 
demand, providing handsome profits for 
wholesalers and importers. But what has 
the trade done to African farmers? 

Take two countries—Kenya and the 
Gambia—on either side of the continent, 
both of which have switched to non-tradi- 
tional crops, and both of which have colo- 
nial links with Britain. But whereas Kenya 
hasa vibrant horticultural export industry, 
the Gambia’s is faltering. 

Some 70% of Kenya’s produce goes to 
British supermarkets. At least until last 
year’s drought, exports of the slim green 
bean or haricot vert proved so lucrative 





Slim green beans in the supermarket 


that it was ousting tea and coffee. In the 
Gambia, however, global trade has left 
over 450 women’s co-operatives embit- 
tered and impoverished. Having seen huge 
quantities of their produce left to rot on the 
airport runway, these women are now re- 
turning to the lower-paid but more reliable 
local market, with its own requirements. 

Why should the two countries have 
had such different experiences? For a start, 
Kenya has a national airline offering ample 
cargo space on frequent international 
flights. The Gambia has a shorter flying 
time to Europe, but its co-ops have no reg- 
ular means of moving freight. Moreover, its 
airport at Banjul has the reputation of be- 
ing a transit point for West African drug 
gangs. This has led the British government 
to discourage Gambian imports. 


Kenya also has the advantage of a suc- 
cessful marketing chain linking growers to 
agents, exporters and freight companies. 
Growing baby vegetables, such as dwarf 
beans, requires guaranteed markets for the 
season ahead. But the Gambia tends to rely 
on piecemeal arrangements and ad hoc 
purchases. Any rejection of consignments 
in Europe has a disastrous effect back 
home. Baby vegetables would be laughed 
off the stall if they appeared in local Gam- 
bian markets, where much mightier speci- 
mens are called for. 

Most of the companies involved with 
growing and marketing in Kenya are Asian. 
Perhaps by coincidence, the Gambia’s one 
success in this field is owned and run by 
members of an extended Asian family 
who have close links with Kenyan horti- 
culture. But this is an exception that proves 
the rule that it is a dangerous business for 
small-scale African farmers to try to satisfy 
Europe’s fad for tiny green beans. 
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War in the Balkans, again? 


TETOVO 


The fighting in Macedonia between ethnic-Albanians and Slavs could lead to 


another Balkan war 


O ANYONE who has watched south- 

eastern Europe’s miseries over the past 
decade, the scene in the hitherto agreeable 
Macedonian town of Tetovo, noted for its 
pretty textiles, pleasant cafés and access to 
the ski slopes, looks dreadfully familiar. The 
ramshackle forces of a ramshackle govern- 
ment have been blasting away—however 
ineffectively—at a mountain range where 
guerrillas are darting about with fair impu- 
nity, confident that they have seized the ini- 
tiative. In this case, the highland fastness be- 
ing peppered with pointless tank-fire is 
Mount Baltepe, where ethnic-Albanian re- 
bels have been sitting more or less comfort- 
ably in a ruined Ottoman fortress and con- 
trol halfa dozen villages. 

The fortress guards the way into the Sar 
mountains that overlook northern Macedo- 
nia and southern Kosovo—snowy, forested 
terrain where guerrillas and their mules have 
an easier time of it than the regular soldiers 
trying to stop them. Despite the increasing 
efforts of NATO soldiers to rein them in, it is 
quite easy for resourceful rebels to slip past 
them. Even Nato’s cleverest drones have 
trouble with thick clouds. In recent days, the 
alliance has assigned more troops to border 
patrol, and they have claimed a few suc- 
cesses—but it may be too late. 

In another all-too-familiar scene, civil- 
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ians—albeit only 8,000 of them, a handful by 
recent tragic standards—have fled their 
homes. And co-existence between two rival 
ethnic groups (in Macedonia, the Slav major- 
ity and an ethnic-Albanian minority that 
accounts for abouta third of the population) 
is in real danger of collapsing horribly, both 
in the corridors of political power and in 
countless streets and villages. Carl Bildt, the 
Swede who is the UN’s envoy to the Balkans, 
describes the news of the standoff in Mac- 
edonia as the region’s worst in many years. 

The atmosphere in the mainly ethnic- 
Albanian town of Tetovo, which changes 
subtly by the hour, gives some indication of 
how close Macedonia—and possibly also 
the surrounding region—is to an unstoppa- 
ble meltdown. Young Albanians openly 
support the guerrillas; their community has 
waited too long, they say, to assert its rights. 
That, at a minimum, would mean turning 
Macedonia into a binational, bilingual state 
rather like Belgium. 

Slav Macedonians living in and around 
the town are seething with bitterness and 
encouraging their government to crack 
down hard. Feelings are especially strong 
among poorer Slavs who, in a refrain well- 
known from other communal conflicts, say 
their Albanian neighbours already have 
things too good by half, with their flourish- 








ing black economy and an Albanian-lan- 
guage university due to open later this year. 
Besides, an Albanian party is in the govern- 
ment coalition, and has, among other posts, 
the justice ministry. What more, the com- 
plaint goes, do the ethnic Albanians want? 
How can they be so ungrateful, it is added, 
when Macedonia (a bit grudgingly) opened 
its borders to hundreds of thousands of refu- 
gees from Kosovo during the 1999 war? 

As inter-communal relations come un- 
der strain—without yet reaching breaking- 
point—in the streets of Tetovo, a similar 
drama is unfolding in Skopje, the Macedo- 
nian capital 4okm (25 miles) to the east, 
where two policemen were shot, one fatally, 
on March a2ist. His fellow Slavs are urging 
President Boris Trajkovski to smash the re- 
bellion, while his ethnic-Albanian coalition 
partners—and western governments—warn 
him that precipitate action would plunge 
the country into civil war. America and Brit- 
ain are offering military advice, plus tips on- 
how to be restrained—with mixed results. 

On March 20th, Macedonian tanks in Te- 
tovo began firing at rebel positions. But pres- 
sure from various quarters, including Javier 
Solana, the European Union’s foreign-policy 
spokesman, persuaded the government to 
declare a 24-hour truce. Mr Solana also 
helped persuade two moderate ethnic-Al- 
banian parties to call on the guerrillas to lay 
down their arms. Late on March 2ist, the 
guerrillas declared a ceasefire; but next day 
Macedonian forces resumed their bom- 
bardmentof the hills above Tetovo. 

For all its familiar features, some things 
about this incipient war have surprised the 
most seasoned observers of the Balkans. 
Most striking is the speed with which the 
National Liberation Army (NLA) has 
emerged as self-appointed protector of Mac- 
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CACAK 


c6 A MODERN monarchy for a modern 
Serbia.” It is in those rather para- 
doxical terms that Velimir Ilic, the burly 
provincial mayor who masterminded last 
year’s uprising against Slobodan Mil- 
osevic, imagines the future of his country. 

For the majority of Serbs struggling to 
scrape a living and fretting about the vio- 
lence on their country’s southern fringe, 
the restoration of the Karadjordjevic dy- 
nasty, deposed after the second world war, 
is not the most urgent priority. But in the 
town of Cacak, whose mayor and citizens 
spearheaded the storming of the Belgrade 
parliament last October, the head of the 
Karadjordjevic family, 55-year-old Crown 
Prince Alexander, can always be sure of a 
welcome. He was feted there when he 
popped in after Mr Milosevic’s fall. 

Royal visits to Cacak, moreover, will 
soon grow more frequent after the emo- 
tional ceremony in London on March 12th, 
when Zoran Zivkovic, the Yugoslav interior 
minister, gave the prince a certificate of citi- 





A monarch for the Serbs? 


zenship and the right to reclaim family 
properties. The proceedings took place in 
the hotel suite—declared by Churchill to 
be Yugoslav soil—where the heir was born. 

After a lifetime of exile, including spells 
as a British army officer and banker, the 
prince hopes to move back to Serbia soon, 
though he has made it plain that he will not 
reclaim the throne or challenge Yugo- 
slavia’s republican constitution unless the 
royalist sentiment that already abounds in 
Cacak becomes more widespread. 

As one of the few places in Serbia 
which Marshal Tito’s regime never quite 
subdued (psychologically, at least), Cacak 
has always been a bastion of everything 
the communists were against, from mon- 
archism to free enterprise. That helps to ex- 
plain why Mr Ilic, an earthy pragmatist 
whose talk is all about hard work, com- 
mon sense and the rolling up of sleeves, is 
an enthusiast for the sentimental-sound- 
ing cause of monarchism. 

Although they stood shoulder to 





The late King Peter backs his boy 


shoulder in the October uprising, and Mr 
Ilic’s small New Serbia party is a reluctant 
member of Belgrade’s ruling coalition, the 
mayor is also an increasingly strident critic 
of the “indecision” and “foot-dragging” of 
Yugoslavia’s president, Vojislav Kostunica. 
Yet one of the few things that unite mayor 
and president (and, at least for now, di- 
vides them both from most other Serbs) is a 
soft spot for the prospect of a constitu- 
tional monarchy. 








edonia’s minority, already speaking with a 
tough and sophisticated political voice. 
Though many, perhaps most, of the fighters 
in the new force are from Macedonia, their 
commanders include some of the hardiest 
veterans of the Kosovo Liberation Army and 
its war against the Serbs. Several senior lieu- 
tenants of Ramush Haradinaj, a warrior- 
turned-politician who rules the roost in 
western Kosovo, have turned up in the NLA. 

Whether or not the western protectors of 
the southern Balkans have drawn any les- 
sons from the past decade, militant ethnic 
Albanians certainly have. They have learned 
how to conduct a skilful war of nerves with 
NATO and its 44,000-strong peacekeeping 
force: being careful not to alienate the west- 
ern armies (and especially the Americans 
who guard south-eastern Kosovo) wherever 
that can be avoided, while subtly warning 
the westerners not to rock the boat. But, like 
many a guerrilla army, the NLA knows that 
any overreaction by its adversaries—a really 
ferocious attack on an ethnic-Albanian vil- 
lage, for example—will work to their advan- 
tage by radicalising their community. 

Many pundits see a direct link between 
the violence now brewing in Macedonia and 
the frustration of the harder-line Albanian 
nationalists in Kosovo over political devel- 
opments in that province. These factions are 
still smarting from their humiliation during 
last October’s local elections in Kosovo, 
when moderates led by Ibrahim Rugova did 
best. Since then, the Kosovo Albanians as a 
whole have been alarmed by the western 
world’s improving relations with the new 
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Yugoslav government, led by Vojislav Kos- 
tunica, and its loss of enthusiasm for the idea 
of eventual independence for Kosovo— 
which is notionally part of Yugoslavia, 
though in practice a protectorate of the uN 
and narto. The more-or-less amicable way 
in which Nato and the new government in 
Belgrade have co-operated in dealing with 
ethnic-Albanian guerrillas in southern Ser- 
bia is, from the Kosovars’ viewpoint, de- 
pressing news. 

Until recently at least, impatient ethnic- 
Albanians were counting on early Kosovo- 
wide elections as a first step towards self- 
determination. But Hans Haekkerup, the 
Dane who runs the province for the un, has 
dashed those hopes, ruling out a ballot until 
next year at the earliest. This may have 
played into the hands of extremist Kosovars, 
whosay only force will achieve results. 

Indeed, influential Kosovars have been 
warning their western friends in recent 
weeks that they are ready to “go back to war” 
if their community sees no prospect of self- 
determination (in other words, full indepen- 
dence) through peaceful means. If that 
warning is understood as a threat to attack 
western troops in Kosovo itself, it sounds 
very much like bluff. After all, if Naro were 
forced to quit the province, that could sim- 
ply give the Yugoslav army free rein to re- 
enter and settle old scores. But if the warning 
of a “return to war” is understood as a threat 
toruin Macedonia’s fragile equilibrium, then 
it sounds all too plausible—and it looks very 
muchas if the threat is being carried out. 

a 





Turkey 


New man, new 
hope? 


ANKARA 


MONTH after Turkey was rocked by the 
worst financial crisis in its recent his- 
tory, the rickety three-party government of 
Bulent Ecevit is at last taking steps to restore 
confidence. More exactly, his new economy 
minister, Kemal Dervis, is. 

A respected economist who was 
plucked from the World Bank in Washing- 
ton earlier this month to sort out the mess, 
Mr Dervis has been given wide powers, in- 
cluding control of the Central Bank, the trea- 
sury and the new banking regulatory board. 
This week he outlined an ambitious recov- 
ery programme. 

Its heart is a radical shake-up of the 
banks, long seen as the root of Turkey’s fi- 
nancial ills. The chief culprits, three state 
banks much milked by crooked politicians 
and with combined losses estimated at $20 
billion, are to be placed under a joint admin- 
istration led by technocrats. The long- 
delayed sale of debt-laden state companies 
will be speeded up. First to go will be a 51% 
stake in Turk Telekom, the lucrative land- 
line monopoly. Holdings in the national air- 
line and the sugar and tobacco monopolies 
are meant to follow. 

Meanwhile, thecabinet has issued a long 
and detailed list of the reforms it says it will 
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set afoot to meet the European Union’s con- 
ditions for membership. Though it promises 
to reform the justice system, on such hot top- 
ics as Cyprus, Kurdish language rights and 
the generals’ intervention in politics, it offers 
unabashed fudge. Yet for the government to 
produce the document at all, amid the fin- 
ancial turmoil, is a welcome sign that the 
forces opposed to EU membership were un- 
able to use the crisis to delay its publication. 

So far,so good. Now comes the hard part: 
finding money to pay for the economic re- 
forms, which are inextricably linked with 
steps to improve democracy. Mr Dervis flew 
to Washington to meet the World Bank, the 
IMF and the Bush administration this week. 
All have said there will be no money until 
the governmentstarts doing the things it says 
it will do, and gives Mr Dervis unfettered 
support. Their scepticism is justified. 

The economic crisis began after Mr Ece- 
vit had a row with President Ahmet Necdet 
Sezer and burst out of a National Security 
Council meeting saying there was a political 
crisis. Within minutes Istanbul’s stockmark- 
et had plunged, interest rates shot up and 
foreign investors were rushing for the door. 
The government had to abandon control of 
the lira, one mainstay of a now defunct dis- 
inflationary plan agreed on with the mr. 

The currency duly shed over a third of its 
value, and inflation, which fell by more than 
half last year, is now set to rise to an annual 
50%, while the economy shrinks by 2%. Yet 
Mr Ecevit has not sacked a single minister, 
not even those against whom allegations of 
corruption prompted his row with the presi- 
dent. Indeed he has not even shuffled any 
ministerial portfolios. Instead, he blames the 
IMF and its “outdated techniques” for Tur- 
key’s economic woes. 


But will he whirl? 


The deeper worry of western governments 
and institutions is that, for all his nominal 
powers, Mr Dervis does not have the gov- 
ernment’s full backing. Indeed Mr Ecevit’s 
coalition partners are eager to trip him up. 
Mesut Yilmaz, leader of the centre-right 
Motherland party, has refused to relinquish 
control over privatisation. Devlet Bahceli, 
leader of the ultra-nationalist wing of the co- 
alition, has stepped up calls for Mr Dervis to 
join Mr Ecevit’s Democratic Left party so 
that he can be “brought under party disci- 
pline”. Mr Dervis has refused. 

The politicians may well be unnerved by 
Mr Dervis’s soaring popularity, which is 
matched only by that of the president, an- 
other political outsider.Some commentators 
already bill him as a future prime minister. 
But let him beware. Several generations back, 
his ancestor, Halil Hamid Pasha, was ap- 
pointed by Sultan Abdul Hamid 1 to fix the 
Ottoman empire’s finances. When he failed, 
he was executed in public and his head pre- 
served in a gourd of honey. 
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Russia 


Good works 


MOSCOW 





Official ignorance and suspicion towards Russia’s charities are giving way to 
interest—and the danger of a stifling embrace 


IGGER, more numerous, better run and 

with increasing clout, Russia’s charities 
are beginning to fill the hole left by 70 years 
of bogus state-monopoly altruism. Though 
there are few exact statistics, the number of 
active do-gooding outfits now tops 100,000. 
Especially in local government, there are the 
beginnings of a real partnership between the 
state and private do-gooders. Of Russia’s 89 
regions, the number that have formal co-op- 
eration arrangements with, for example, 
groups working with orphans and the dis- 
abled, has risen from 12 in 1998 to 40 now. 

That marks a big change. Russian offi- 
cials used to see charities either as meddle- 
some critics or competitors for jealously 
guarded power and influence. There is even 
a bit more interest from federal government. 
Last week the Kremlin held a conference or- 
ganised by the United Nations’ children’s 
agency, Unicef. Around 1,000 delegates from 
children’s charities attended. The social- 
affairs minister, Valentina Matvienko, gave 
an approving speech. That would have been 
unheard of a few years ago. 

But the progress is still slow. Russia’s tax 
code, and the bureaucrats who enforce it, 
stops charities doing sensible things like run- 
ning shops to raise money: that would be 
“commercial activity”. This week George So- 
ros, an American philanthropist, an- 
nounced a temporary halt in his $1.5m pro- 
gramme of individual grants, because the 
authorities are trying to levy a 35.9% tax on 
them, arguing that they are “wages”. 


The government says it is willing to ne- 
gotiate. But other difficulties have more sin- 
ister causes. Registration is tough, especially 
for charities dealing with such subjects as le- 
gal reform, the environment, or civil liberties. 
A few years ago President Vladimir Putin 
himself said that environmental groups 
were fronts for spies. 

Campaigning charities now say that re- 
ceiving foreign grants, or employing foreign- 
ers, is increasingly risky. Russia’s ultra- 
twitchy spy-catchers easily jump to the 
wrong conclusion. That can be very un- 
pleasant. Despite a postponement this 
week, Grigory Pasko, a journalist accused of 
treason for leaking details of the navy’s 
dumping of nuclear waste, is due for trial in 
Vladivostock in June. He had been acquitted 
in an earlier trial, but the authorities have 
simply restarted the case from scratch. 

Some do-gooders worry that officials’ 
new-found enthusiasm for charity may end 
up compromising their independence. The 
most immediate danger is at a local level, 
where there are few checks on top officials’ 
whims. But last year people close to the 
Kremlin floated the idea of combining all 
Russian welfare charities into one big 
one—to be headed by none other than Mrs 
Putin. That has gone no further, for now. 

Official help or hindrance aside, the pic- 
ture is still patchy. Training for charity work- 
ers and administrators is now widely avail- 
able. “We simply don’t need foreign trainers 
any more,” says Elena Topoleva, of the Social 
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Information Agency. Charities are also 
much better at using the legal system on be- 
half of those abused by employers or bu- 
reaucrats. Charities bring tens of thousands 
of such court cases a year—though having 
judgments implemented is still difficult. 

Fund-raising (fantreising in Russian) is 
still a novel concept. Many charities are bet- 
ter at getting grants from western donors 
than at tapping rich Russians. This is mainly 
a legacy of Soviet mistrust, coupled with the 
very bad reputation that charities connected 
to military ex-servicemen, the Russian Or- 
thodox church and sport gained in the im- 
mediate post-Soviet period. Many were 
purely commercial outfits seeking to benefit 
from privileged tax and customs status, and 
were often run by organised-crime groups. 
Most have now shut down. 

However, some of Russia’s best-known 
tycoons have started giving money. Vladi- 
mir Potanin, for example, who grabbed the 
country’s nickel industry at a knock-down 
price in the mid-1990s, now gives $1m a year 
to pay stipends $40 a month to students. Bo- 
ris Berezovsky, another magnate currently 
living abroad for fear of arrest at home, has 
donated generously to the Sakharov House 
in Moscow, one of the few groups trying to 
help Russia come to terms with its totalitar- 
ian past. Vladimir Gusinsky, a media tycoon 
on bail in Spain and under heavy fire from 
the Kremlin, has given money to improve 
conditions at one of Moscow’s worst prisons, 
where he spent a few uncomfortable nights 
last summer. 





Germany 


New mammoth 


BERLIN 


FTER three years of negotiations, five 
German _ service-industry unions 
merged this week to form the biggest trade 
union in the free world. But that does not 
mean that the new union of 3m members 
will also be one of the world’s most power- 
ful. For ver.di, as the new union is to be 
known after its German name Vereinte 
Dienstleistungsgewerkschaft (United Ser- 
vice Industries), but with a lower-case “v” 
and the dot popped in tosignal entry into the 
Internet age, was born only reluctantly—and 
out of weakness rather than strength. 
Representing more than 1,000 different 
trades and professions, ranging from dust- 
men, nurses and musicians to web-design- 
ers, bankers and stock-exchange operators, 
it will find it hard to forge a new identity or to 
satisfy its members’ often very different, 





Our Berlin correspondent, Diana Geddes, has 
been awarded the Anglo-German Founda- 
tion’s annual prize for coverage of Germany. 











Bsirske conducts ver.di 


sometimes even conflicting, interests. 

Like most of Germany’s other trade un- 
ions, the five that have come together to form 
the core of ver.di, including the big public- 
sector union Orv, have been suffering from 
sharply dwindling funds and membership: 
nearly 500,000 have dropped out in the past 
four years. Of the rest, only 5% are under the 
age of 28. 

So the five unions realised that they 
would have to brighten their dreary image, 
offer fancy new services tomembers and put 
aside damaging inter-union rivalries, espe- 
cially to entice young people from new dot- 
com companies where only 5% of workers at 
present belong toa union. Yet the mammoth 
new outfit now embraces nearly 40% of all 
Germany’s trade-union members. 

Frank Bsirske, ver.di’s dapper and dy- 
namic new boss, made quite a splash at the 
giant’s founding congress in Berlin this week. 
Germany’s president, Johannes Rau, and its 
chancellor, Gerhard Schröder, both gave 
speeches. “We can’t be ignored!” proclaimed 
a triumphant Mr Bsirske, a former personnel 
officer who supports the Greens. 

Is he right? Many of ver.di’s older people, 
unable to find a home in the brash new su- 
per-union, could soon opt out. By agreeing to 
keep all 5,000 employees of its five constitu- 
ent unions on until 2007, twice the number 
who work for the only slightly smaller 
metal-workers’ union, 1G Metall, ver.di has 
taken ona huge financial burden. And union 
rules that ban people in one of ver.di’s many 
branches from coming out in support of 
striking workers in another will lessen the 
monster union’s ability to twist the arms of 
either employers or government. Still, with 
that sort of manpower behind it, ver.di will 
count for something. Mr Schroder will cer- 
tainly think it best to be polite to Mr Bsirske. 








Proud German? 


BERLIN 


OULD anyone imagine a French 

president or a British prime minis- 
ter or indeed just about any other world 
leader refusing to say he was proud of 
his nationality? Yet that is precisely 
what Germany’s president, Johannes 
Rau, a Social Democrat, has refused to 
do. But it is a sign of the times that a 
rumpus, unusually, has ensued. 

For decades after the second world 
war, any national symbol or expression 
was taboo. As Gustav Heinemann, an- 
other German president, declared in 
1969: “I don’t love my fatherland; I love 
my wife.” As late as the 1980s, Joschka 
Fischer, then a Green deputy and now 
foreign minister, raged in parliament 
against “nationalist filth”. Today, de- 
spite a growing sense of nationhood 
since unification, nationalism is still a 
dirty word for most Germans. 

The recent row actually started last 
week, after Laurenz Meyer, general 
secretary of the opposition Christian 
Democrats, bluntly declared: “I am 
proud to be German.” He knew he 
would create a stir, for that simple 
phrase has long been a rallying cry of 
Germany’s neo-Nazis. But in the ap- 
proach to two state elections on March 
25th, in Baden-Wiirttemberg and 
Rhineland-Palatinate, Mr Meyer was 
out for the hard-right “patriotic” vote. 
Jurgen Trittin, the left-wing Green who 
holds the environment portfolio, then 
accused the balding Mr Meyer of hav- 
ing “not just the appearance of a skin- 
head but the mentality of one too”. 

As the nation’s moral arbiter, Presi- 
dent Rau sought to sidestep the pitfall 
by declaring that one could be “glad” or 
“grateful” for being German, but not, 
ahem, proud. One could be proud only 
of something one had personally 
achieved. But these cautious comments 
merely fanned the flames. “One must 
ask if a president who lacks this pride 
can represent a country of 80m citi- 
zens,” fumed Thomas Goppel of the 
Christian Social Union, the Christian 
Democrats’ beefy Bavarian sister party. 

With his eye on the forthcoming 
state elections, a worried Chancellor 
Gerhard Schröder, a Social Democrat, 
felt obliged to enter the fray. “I am 
proud of what people have achieved 
and of our democratic culture,” he said. 
“In that sense, I am a German patriot 
who is proud of his country.” Not quite 
proud to be German, then, but getting 
daringly closer to it than any previous 
post-war leader. 
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France 


The voters face both ways 


PARIS 


In France’s local elections, the left took Paris and Lyons. But most of the 


country swung slightly to the right 
GCPDARIS goes left...France goes right.” 
The headline screaming from the front 
page of the capital’s main tabloid reduced 
France’s two rounds of local elections, on 
March 11th and 18th, to their essence. Paris fell 
to the left for the first time since the ill-fated 
commune of 1871. So too Lyons, France’s 
third-biggest city, traditionally another con- 
servative bastion. Good news for the left, 
and its leader, the prime minister, Lionel Jos- 
pin, hoping next spring to seize the presi- 
dency while holding on to the National As- 
sembly. But not good at all elsewhere. 

Of the 583 towns with populations 
above 15,000, the right now controls 318 
towns, a net gain of 40. Indeed, overall just 
over half of the popular vote, even in Paris, 
whose mayor is elected by its councillors, 
not directly, went to the right. Wonderful 
news, on the face of it, for President Jacques 
Chirac, anxious not just for a second term 
but for a parliament that would free him 
from the constraints of the “cohabitation” he 
has endured since 1997. 

Yet how can either man crow victory? 
The fact is that France, for all the robust 
health of its economy and its perennial de- 
sire on the world stage to punch above its 
weight, is in a political dither. Just two years 
after electing him, the voters used the early 
parliamentary elections rashly called by Mr 
Chirac to force him into cohabitation—and 
now they are still refusing to give either side 
an advantage. 

Instead, this month they voted locally on 
what mattered locally. Paris went left not be- 
cause the Socialist challenger, Bertrand 
Delanoë, was a charismatic figure—he is far 
from it—but because the right was bitterly 
divided between Jean Tiberi, the incumbent 
mayor disowned by his own (and Mr Chir- 
ac’s) Rally for the Republic (Rer), and the 
Gaullist RPR’s official candidate. And be- 
cause of Mr Delanoé’s obvious commitment 
to Paris and his promise of a clean break with 
the corrupt past. So 12 of the 20 voting dis- 
tricts went his way. 

In Lyons, the Socialists’ Gérard Collomb 
and his team won a majority of the districts 
(though there too a minority of the popular 
vote) because voters did not trust the uneasy, 
second-round alliance between two conser- 
vatives, one of whom only three years ago 
was in bed with the far-right National Front. 

In contrast, several ministers eager to 
add local office (or at least victory) to their 
laurels were humiliated. The Green environ- 
ment minister, Dominique Voynet, and the 
Communist transport minister, Jean- 
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Claude Gayssot, never even got to the sec- 
ond round in their cities. The employment 
minister, Elisabeth Guigou, just did so in 
Avignon, but was then trounced. So was the 
European-affairs minister, Pierre Moscovici, 
in Montbéliard. If only by 37 votes, Jack 
Lang, the education minister, lost Blois, 
which he had controlled since 1989. “I’ve re- 
alised you can’t be at the oven and the mill at 
the same time,” he admitted ruefully. 

But the post-mortem Mr Jospin has ar- 
ranged for the end of this month will have to 
involve more than a simple affirmation of 
his long-standing reluctance to let ministers 
hold local office too; those who did win have 
been told to choose one job or the other. He 
will have to revive morale. Did agovernment 
that has produced a shorter working week, 
cut unemployment and produced livelier 
economic growth than Germany’s simply 
become too complacent? 

Second, Mr Jospin will have to keep his 
coalition partners happy. The Communists, 
with their ageing candidates, did poorly in 
the voting; so they will demand worker- 
friendly measures, which could undermine 
the government's financial rigour. The 
Greens did fairly well: only with their aid did 
Mr Delanoé win Paris, But they will now 
want more than Mr Jospin’s usual lip-ser- 
vice to their environmental concerns. 

And on the right? In Paris Mr Tiberi is 
spitting Corsican fury at the Rpr’s folly in ex- 
communicating him, while his rival, Phil- 
ippe Séguin, ripostes that the voters had sim- 
ply had enough of its scandals (by 
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implication, not just under Mr Tiberi but 
also under his predecessor from 1977 to 1995, 
one Jacques Chirac). The president may well 
argue that “Paris is not France”, but his pros- 
pects must have been hurt by the loss of 
what was always his power base. Not hurt 
enough, though, to help his rivals on the 
right, François Bayrou, of the Union of 
French Democracy (upF), and Alain Madel- 
in,of the newer Liberal Democracy party. As 
one analyst puts it: “Every time the television 
announced a right-wing gain, you could see 
Alain Madelin grit his teeth.” 

The real need on the right is to find what 
Mr Chirac has called a “renewal” of the na- 
tion’s politics. What this might mean for pol- 
icy is anyone’s guess, but at least the right has 
found fresh blood, especially in the upr. In 
Strasbourg, a former Jospin minister was 
ousted from her power base by 41-year-old 
Fabienne Keller. Blois fell to a 34-year-old, 
Nicolas Perruchot; and in Drancy, Jean- 
Christophe Lagarde, the 33-year-old leader 
of the upr’s youth wing, ended 66 years of 
Communist control in the first round. 

Arguably, Mr Chirac, at 68, is a bit old to 
play the reformer convincingly. A better tac- 
tic might be to persuade the upF to co-oper- 
ate with the rer to block Mr Jospin’s plan to 
reverse next year’s electoral calendar. As 
things stand, the parliamentary election will 
come a couple of months before the presi- 
dential one; an anomaly, in Mr Jospin’s 
view, that should be changed. Not in Mr 
Chirac’s. After all, if the parliamentary elec- 
tion goes as poorly for the left as this month’s 
local ones, then its chances in the presiden- 
tial one would surely be hit. 

In a country where voters have three 
times forced their leaders to cohabit, that 
calculation is not necessarily right. As Franç- 
ois Hollande, the Socialists’ secretary-gen- 
eral, puts it: “Everything is open for 2002. It'll 
be a year of intensive government.” It will 
certainly be one of scheming and nastiness. 
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Silvio Berlusconi, Italy's would-be Napoleon 


OME Italians think Silvio Berlusconi is an angel persecuted by 

left-wing magistrates, unfairly despised by the political estab- 
lishment, cold-shouldered by a snooty liberal intelligentsia. Oth- 
ers label him a crook who was lucky to survive the expulsion of his 
old-guard political sponsors from public life, whose first fortune 
was shadily acquired, and whose good luck in politics stems 
largely from his ownership of half of Italy’s television channels 
and to the sparkling image that has afforded him. Neither picture 
offers the full story. But few Italians know who he really is. 

As leader of the opposition centre-right’s coalition, now called 
the House of Freedoms, Mr Berlusconi, at 64, is tipped to win the 
general election on May 13th. Small, bronzed and balding, he oozes 
ambition and chutzpah, fancying himself as a kind of entrepre- 
neurial, modern-day Napoleon, cutting a swathe across Europe. 
He may well be Italy’s richest man. 

Mr Berlusconi's father was a Mila- 
nese bank clerk. Young Silvio took a 
law degree with a thesis on advertising 
contracts, but more exotic fields soon 
beckoned. Among other jobs taken by 
the future tycoon was one as a cruise- 
ship crooner, accompanied by his pal 
Fedele Confalonieri at the piano. Loy- 
alty is a Berlusconi feature: his old 
ivory-tinkling friend now runs his Me- 
diaset empire, embracing all those tele- 
vision stations. 

Mr Berlusconi’s first big business 
passion was il mattone—brick, or 
property. In the late 1960s he spotted 
that go-ahead Milanese were fed up 
with living in a crowded, smoggy city, 
so he borrowed the cash to build Mi- 
lano 2, a leafy American-style suburb 
on the eastern outskirts. Its houses sold 
like a dream. His opponents still mut- 
ter about where he got the money from 
and how he persuaded the local au- 
thorities to give him permission to 
build. An immense fortune was his. 

As he widened his scope, he con- 
tinued to draw inspiration from 
America. Italian television was dull— 
and under tight political control. Mr 
Berlusconi reckoned that commercial television was due. He 
bought his first station in 1974. Within years he was challenging the 
state monopoly, But he needed some political muscle. He found it 
with Bettino Craxi, an up-and-coming Milanese who was trying to 
lure the Socialist Party towards the market—and subsequently be- 
came prime minister. When Mr Berlusconi started to air recorded 
programmes simultaneously on different television stations 
round the country, giving the illusion that he already had a na- 
tional network, local judges tried to stop him but the government 
in Rome overruled them. 

Mr Berlusconi got richer still. With cash from television and 
advertising, he bought publishing houses, film-production com- 
panies, supermarkets. The old business establishment looked on 
with surprise and suspicion. He was determined to get the better of 
it. The Fiat-owning Agnellis owned Turin’s mighty Juventus foot- 
ball team; well, he would buy ac Milan. They owned a national 
newspaper, La Stampa; so he took control of il Giornale. Carlo De 
Benedetti, the owner of the giant Olivetti company, was famous 





for putting politicians in his thrall; Mr Berlusconi was soon out- 
schmoozing him. Many Italians revelled in the outsider’s success, 
others frowned, everyone noticed. The little Cavaliere (a title the 
state bestows on worthy entrepreneurs) was galloping ahead. 

The turning-point came in 1993. The end of the cold war, the 
breaking of the post-war taboo against letting communists (many 
now refashioned as social democrats) into government, and the 
collapse of the long-dominant Christian Democrats and Socialists 
in a welter of corruption scandals opened up a vacuum at the 
heart of Italian politics. Egged on by Giuliano Urbani, a political 
scientist who has provided some of what might be called the ty- 
coon’s ideology, Mr Berlusconi invented a party called Forza Italia 
(Let’s go, Italy), the national football cheer. Within months he had 
forged a coalition with the post-fascist National Alliance and the 
federalist Northern League. In the 
spring of 1994 he became prime min- 
ister, having beaten the ex-commu- 
nist-led left in a general election. 

No matter that he lasted barely 
eight months in the job, lost to a new 
combination of the centre-left in 1996 
and has since been caught up ina tan- 
gle of legal cases which he blames on 
left-wing magistrates out to do him 
down. No matter that he has thrice 
been convicted of tax fiddling and 
other kinds of fraud (though acquitted 
on appeal). No matter that he is still 
chastised, as an aspiring national 
leader, for failing to resolve a manifest 
conflict of interests. 

Indeed, when last week a journal- 
ist was given half an hour on state tele- 
vision to fling the most shocking alle- 
gations of criminality at him, his poll 
ratings merely moved up. People in 
government, rather than demanding 
a judicial re-examination, merely de- 
fended the state channel’s right to air 
the rumours. In sum, Mr Berlusconi 
looks well set to beat the left led by 
Francesco Rutelli, a competent and af- 
fable former mayor of Rome. 

Has il Cavaliere changed, since 
his last brief joust in office? Yes, in that Forza Italia is more like a 
party, less like a football team. Yes, in that it has clearer if simplistic 
plans: for lower taxes, tougher treatment of criminals and illegal 
immigrants, and lots of spending on infrastructure. Not really, if 
you look at il Cavaliere’s persona. 

His ego is as big as ever. “I am the best leader in the world,” he 
recently quipped. He still hates being heckled, questioned, or in- 
terrupted except by cheers. He remains reluctant to delegate 
power or to change the make-up of his inner circle. In 1994, he 
dished out jobs to some dubious characters. His latest team is bet- 
ter qualified, with a respected would-be finance minister in Giulio 
Tremonti. But the boss still insists on including as candidates three 
old pals who are under criminal investigation. 

The left has solid achievements to its name (notably Italy’s en- 
try into the euro), but it is out of puff. The mood is for change. Ital- 
ians, it seems, want a more dashing leader. Whether Mr Berlusconi 
will prove a responsible or honourable one is a. big gamble. But 
enough of his compatriots seem willing to take it. 
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BRITAIN 


The spleen of Europe 


BRUSSELS 


Tony Blair says that his policies have put Britain back “at the heart of 


Europe”. That is not how it looks in Brussels 


HATEVER happens at this 

weekend’s Stockholm summit 
of the European Union, you can ex- 
pect Tony Blair to proclaim that Brit- 
ain’s agenda of “economic reform” 
has advanced, and that this shows the 
benefits of a pro-European policy 
which puts the United Kingdom at 
the “heart of Europe”. Such proclama- 
tions may go down well at home. But 
they are likely to be greeted with scep- 
ticism in the European Commission, 
the policymaking centre of the Eu. 

The current attitude of the leader- 
ship of the commission to Mr Blair is 
one of cold fury. One very senior offi- 
cial says of the British prime minister: 
“All he says is ‘No, no, no, no’. You say 
good morning to him, and he says 
‘No’.” Britain is felt to be obstructing 
commission plans in a number of ar- 
eas from tax co-ordination through 
social policy to the development of a 
European satellite system. The British 
argue that they have been playing a positive 
role over the development of defence policy 
and over economic reform. But they do not 
get much credit for this at the commission. 

Both before and after last December’s 
Nice summit, Romano Prodi, the head of the 
commission, made it clear that he was 
deeply irritated by Britain’s refusal to con- 
template a move to majority-voting on tax 
issues. Mr Prodi has argued that the changes 
he wants do not remotely threaten Britain’s 
right to set its own taxes, They are, he says, to 
do with precisely-defined issues such as 
fighting fraud and avoiding double taxation. 
But the British are suspicious, fearing that a 
phrase like “fighting fraud” might prove infi- 
nitely elastic, once the nimble minds at the 
commission got to work on it. 

Back in 1999, when Mr Prodi was first ap- 
pointed, he was seen as almost a protégé of 
Mr Blair’s. An Anglophile and an economic 
reformer he was, as the phrase goes, some- 
body Mr Blair felt he could do business with. 
But the two men have discovered that they 
have very different views on the need and 
scope for further European integration. 
“What Blair missed,” says a high-ranking 
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Prodi the federalist and Blair the refusenik 





Briton at the commission, “is that Prodi is ba- 
sically a classic Italian federalist.” 

Mr Blair’s unpopularity with the Euro- 
pean Commission casts doubt on Mr Blair’s 
claims to have put Britain “at the heart of Eu- 
rope”. But it does not completely undermine 
them. For much of Mr Blair’s European pol- 
icy has concentrated on trying to bypass the 
commission, and instead to develop stron- 
ger inter-governmental ties with other Eu 
countries. Some British officials have taken 
to calling this policy “the new bilateralism”. 

The most obvious fruit of this policy was 
the Anglo-French initiative to develop an EU 
defence arm, which was subsequently taken 
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up by other £u countries. In recent months 
there have been other modest examples of 
such bilateralism; an Anglo-Italian initiative 
on beefing up border controls in the Balkans, 
and an Anglo-Dutch joint paper on biotech- 
nology. 

But these bilateral initiatives are unlikely 
to be enough to paper over big differences 
between Britain and the key players within 
the 15-member £u. These divergences are 
likely to become increasingly uncom- 
fortable for Britain in the second half 
of the year, when Belgium takes over 
the agenda-setting presidency of the 
EU. Under the Belgian presidency, the 
British may well find themselves 
fighting a losing battle against closer 
economic co-operation between the 
12 EU members who have adopted the 
euro. Despite not joining the single 
currency, the British are trying to pre- 
vent the “euro group” from develop- 
ing their own policymaking capac- 
ity—a position that is likely to prove 
increasingly untenable. The British 
may also find themselves outvoted 
when they try to block the £u adopt- 
ing new measures under the “social 
chapter”, which will effectively 
makes works councils mandatory at 
all medium-sized companies in the 
EU. 

The discussion that should most 
worry Mr Blair, however, is the one on 
the political future of Europe. A dec- 
laration on this subject will be adopted at the 
EU’s summit in Belgium in December. The 
whole discussion will highlight the extent to 
which Britain—even under Mr Blair—is 
much less keen on further European integra- 
tion than Germany, Italy, the Benelux coun- 
tries and even France. This is no accident. It is 
an accurate reflection of the divergence be- 
tween British public opinion, and opinion in 
the rest of Europe. This goes well beyond 
British reluctance to join the euro. According 
to the latest Eurobarometer opinion poll, 65% 
of £u citizens support the idea of a common 
European foreign policy (see chart), but only 
36% of Britons do. 

Britain’s innate euroscepticism is likely 
to undermine Mr Blair’s attempts to put Brit- 
ain at “the heart of Europe”, even if he does 
win a second term. Senior people at the com- 
mission are already speculating about the 
prospect of another crisis in British relations 
with the £u. Mr Blair might reflect that both 
his predecessors as prime minister, Margaret 
Thatcher and John Major, won re-election 
only to be ultimately destroyed by the Euro- 
pean issue. 
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BT 
Time to split 


Behind BT’s failure to deal with its debt problems lies its inability to shake off 


the mentality of a national monopoly 


HO would have thought that the can- 

cellation of a dinner would cause such 
a fuss? Planned for March 2oth, the meal was 
apparently intended to allow st’s executives 
and large shareholders to discuss the grow- 
ing problem of its debt, which currently 
stands at £30 billion ($43 billion). But the din- 
ner was called off at the last minute. sr 
would not say why, but the general assump- 
tion is that sT’s bosses feared that if they 
went ahead with the dinner, they would 
find themselves on the menu. 

BT, Britain’s formerly state-owned for- 
mer telecoms monopoly, has dug itself intoa 
hole by buying stakes in overseas telecoms 
firms and paying billions of pounds for li- 
cences to operate “third generation” mobile 
phone networks. In doing so, it has followed 
the industry wisdom that telecoms firms 
need to become global and be ready to ex- 
ploit the anticipated (until recently, at least) 
boom in Intemet-capable mobile phones. 

But this strategy has not worked well for 
BT; for two reasons. First, the company is es- 
sentially a conglomerate, with different divi- 
sions offering fixed-line, mobile and data 
services to businesses and consumers. As a 
result, BT’s shares are unattractive compared 
to those of a more focused, wireless-only 
firm such as Vodafone. So while Vodafone 
can pay for acquisitions with its own shares, 
BT must pay cash, which it has to borrow. 

Second, even though it has bought mi- 
nority stakes in overseas operators, Br has 
repeatedly failed to turn those minority 
stakes intocontrolling interests. True, sT now 
controls mobile operators in Germany, Ire- 
land and the Netherlands, in addition to its 
British operator, Cellnet. But with smaller 
stakes in operators in Japan, India, Malaysia 
and eight other countries, it is hard to avoid 
the conclusion that Br spread itself too thin. 

Hence the restructuring plan, unveiled 
last November by st’s chief executive, Sir Pe- 
ter Bonfield, who proposed splitting st up 
into eight divisions and floating off minority 
shares in some of the sexier bits. In particu- 
lar, the plan called for 25% of sT’s wireless di- 
vision, Bt Wireless, to be sold off in a share 
offering which was expected to raise £10 bil- 
lion to go towards the debt. Selling off se- 
lected minority holdings in overseas firms 
was expected to raise another £5 billion or so. 

But the slide in telecoms shares has now 
scuppered this plan. Last month’s share of- 
fering by Orange, which is owned by France 
Telecom, raised less than half as much as ex- 
pected, and the markets’ subsequent further 
decline means that floating off a chunk of sT 
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Wireless is out of the question for the time 
being. And falling share prices:make this a 
terrible time to sell unwanted foreign assets. 
Another option would be a rights issue, 
in which existing shareholders would be of- 
fered new shares at a discount. Rumour has 
it that Sir Peter and st’s chairman, Sir lain 
Vallance, were going to propose just such a 
rights issue, to raise £5 billion, at Tuesday’s 
non-dinner—but pulled out for fear that, in 





return, the shareholders. would ask one or 
both of them to resign. Instead, the firm is 
now expected to. pursue more low-key 
meetings. with individual investors to get 
them to agree to the plan. But while a rights 
issue would reduce. the debt slightly, it 
would not be enough to. prevent sr’s credit 
rating from slipping: And that in turn would 
increase BT’s annual interest payments by as 
muchas £200m. 

So what can sr do? One possible ap- 
proach was outlined in a recent research re- 
port by Mike Williams, a telecoms analyst at 
Deutsche Bank. It calls for a £5 billion rights 
issue to stem the bleeding, plus the sale of ‘se- 
lected overseas assets, including s1’s stake in 
Japan Telecom (which the firm recently in- 
sisted it had no intention of selling) to raise 
another £5 billion. But the key to the plan is 
that sT’s wireless and directory divisions 
should be fully demerged, rather than par- 
tially sold off, and that they should have 
some of s1’s debt transferred to them. (The 
wireless division, for example, would take 
on £3 billion of debt.) sr would then end up 
with a debt of £15 billion. 

That would bea difficult decision to take. 
BT, born in 1870 as Britain's telegraph oper- 
ator, still has the heart of a national monop- 
olist. By spinning off its wireless division, 
which is where the excitement is and the 
growth is expected, it would condemn itself 
to the margins of the business. But that may 
be one of its few remaining options. 
iat point “" 








HE words “natural law” are not often 

heard in political discourse these 
days--unless you are the pope, and are 
talking about contraception. Tony Blair is 
not yet the first and has not yet put out 
policy guidelines on the second; but in an 
interview in the Sunday Telegraph he 
confessed that he now has quite a liking 
for natural law. With some excitement, he 
told his interviewer he was “far more of a 
believer in...in...the power and the ne- 
cessity to make judgments about the hu- 
man condition, as opposed tosimply say- 
ing, well look, what's good for the greatest 
number is fine.” 

Whoa there. Even leaving aside the 
Hegelian ring of “power” and “necessity”, 
this is frightening stuff from the man who 
invented New Labour. Natural law has 
absolutes behind it. Those who subscribe 
to it hold that there are definite values, 
and only one right way of thinking and 
acting, according to immutable laws of 
“right reason” programmed into the hu- 
man mind. There is no splitting the differ- 
ence in natural law, no Third Way: there is 
only, as that old Tory Thomas Aquinas 





Tony and the absolute 


wrote, sic et non, yes and no. 

Does he believe it? Hard to say. It 
would bea bold prime minister who went 
against Jeremy Bentham’s rule that the 
best governing policy is todo what makes 
most people happy. Gordon Brown’s last 
budget was blatantly Utilitarian, seeking 
the greatest good of the greatest number 
of likely Labour voters. Mr Blair's most 
discernible nod to natural law has come 
over fox-hunting: there is a right way to 
behave (peaceably walking your hound 
in Islington), and a wrong (setting it on a 
fox in Rutland). 

But there is a difficulty. If natural law 
resides in an absolute, what is that abso- 
lute? Aquinas thought it was God's rea- 
son. Hobbes and Rousseau thought it was 
the original state of Nature, before civilisa- 
tion made it too complicated. The first 
suggests a monkish chap, with ecstatic 
gaze, seeking to conform his actions to the 
mind of God. The second suggests a naked 
savage bent on self-preservation. Neither 
image offers much reassurance to voters. 
Perhaps the wise politician indulges his 
absolutist tendencies only in private. 
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Housing the rich 


The Palladian splendour of PPG7 


There is a boom in grand country-house building, and a dreary uniformity of 


style in the mansions it has produced 


F THERE really is a crisis in Britain’s. coun- 
tryside, as many people claim, someone 
seems to have forgotten to tell the country’s 
latest generation of millionaires, While 
farmers and small businesses are lobbying 
government to save them from everything 
from rural post-office closures to foot-and- 
mouth disease, Britain’s rich have been qui- 
~ etly pouring millions into the rural economy 
in the shape of country houses. Not since the 
late 19th century has there been such a rush 
to build new stately homes. At the moment, 
one official body responsible for vetting 
these new buildings is receiving two or three 
applications every month. 

Many Britons, and even more foreigners 
whodo business in Britain, made a great deal 
of money in the 1990s. And like generations 
before them, they have been drawn to the 
quintessential English means of showing off 
one’s wealth; buying up a landed estate and 
then building a country house on it. 
Amongst the foreign-born businessmen 
currently building their pleasure palaces are 
a Syrian-born billionaire, Wafic Said, at Tus- 
more House, near Banbury in Oxfordshire, 
and Dev Dadral, an Asian entrepreneur 
building a new mansion at Delaford Park in 
Buckinghamshire. Tusmore House is ex- 
pected to cost £10m. 

Also among the new breed of aspiring 
home-grown builders are Peter Fowler, a 
Scottish media tycoon, and Viscount Roth- 
ermere, chairman of Associated Newspa- 
pers. Mr Fowler has just had his application 
to build an eight-bedroom country house at 
Bedlam Green Hall near Wincanton in Som- 
erset turned down by the local district coun- 
cil. He will now appeal. The young Viscount 
Rothermere has got the go-ahead to build 
Ferne House, near Berwick St John in Wilt- 
shire. One of the most controversial schemes 
involves a property developer, Nicholas Van 
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Hoogstraten, who is building Hamilton Pal- 
ace near Lewes, in East Sussex, which is ex- 
pected to cost £30m and includes its own 
mausoleum. 

But in densely populated Britain, money 
is nothing without planning permission, 
and the principal reason for this sudden 
spate of country pile driving is a subtle but 
important change to the planning regula- 
tions. Country-house building was last in 
vogue just before the first world war. In 
egalitarian post-war Britain local councils 
and planners frowned upon this privileged 
type of land use. 

That all changed in 1997, when John 
Gummer, a Tory environment minister, 
amended the planning regulations to in- 
clude a new clause, the snappily-titled 
“pray”. The new rule allowed country 
houses to be built if they were of “truly out- 
standing design”, if they enhanced their sur- 
roundings and if they also took account of 
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“regional building traditions”. 

PPG7 was introduced as part of a con- 
scious attempt to raise the standard of archi- 
tectural practice in Britain. To this end, most 
new country-house designs are submitted 
for approval to a government quango called 
the Commission for Architecture and the 
Built Environment (CABE). 

Palladian is the preferred architectural 
style for the new country house. Guests ar- 
riving at Mr Said’s Tusmore House, for in- 
stance, will be met by a severely classical, 
giant Ionic portico, from which they will en- 
ter a central hall ringed by columns, topped 
by a glass cupola. No expense has been 
spared on the retro-landscaping, with an 
equestrian statue, plenty of topiary and an 
orchid-house all included in the plans. The 
single crane that now dominates the build- 
ing-site is so tall that the engineers had to 
check that it would not interfere with low- 
flying aircraft. 

The deep conservatism of the designs 
has begun to exasperate CABE. It points out 
that there is nothing in ppG7 which insists on 
aclassical style. And yet either because of the 
natural conservatism of the rich, or because 
of their fear of the planning authorities, most 
prospective country-house builders have 
erred on the side of caution and opted for 
neoclassical designs. The design-review 
committee of case has seen only one non- 
classical country-house design, for Swinhay 
House, near Stroud, Gloucestershire, com- 
plete with the latest in energy-conservation 
technology and all manner of environmen- 
tally sound features. The committee en- 
dorsed it enthusiastically . 

Proponents of the country house argue 
that these new buildings will help to restore 
some of the historic balance in the country- 
side that was lost as the old houses were sold 
off or demolished during the last century. 
The best-kept areas of lowland England 
were usually those parts of country estates 
that had a country house at their core. The 
new houses may fail to excite the architec- 
tural intelligentsia, but they may help to sta- 
bilise parts of rural England as farming 
lurches further into crisis. 
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Pre-election fever 


O FIRM does the date appear that you might think Tony Blair 

had sent out battalions of town criers to proclaim a general 
election on May 3rd. In fact, no date has been formally announced: 
the government has merely inserted May 3rd into the national 
consciousness by its usual process of media osmosis. Indeed, Mr 
Blair has 13 months still to play with before an election falls due. 
With a majority of 179, you would think he could limp along a 
while longer. And yet his government has spent much of this week 
arguing against the “postponement” of an election which it has 
not yet called, and which it has no need to call. In a truly novel ar- 
gument for May, the prime minister gave warning that not going 
ahead with the local elections that are (really) due then would 
scare off foreign tourists. 

William Hague is meanwhile 
struggling, with an equal lack of sub- 
tlety, to excise May 3rd from the po- 
litical calendar. He has a powerful 
incentive. On present polls, the To- 
ries are at about 30% and Labour at 
about 50%. Though this would not 
produce another mass cull of Tory 
MPS, it would produce another big 
defeat, and another big defeat could 
well tempt those Tories who sur- 
vived it to propose the humane 
slaughter of their present leader. The 
awkwardness for Mr Hague is that 
no opposition leader can be seen to 
duck a fight. The official line on 
Planet Tory, you may remember, is 
that party and people alike are 
straining like greyhounds in the slips 
for their earliest possible opportu- 
nity to evict Labour from office and 
rescue Britain from a vile fate as Mr 
Blair’s “foreign land”. 

From that perspective, the 
plague of foot-and-mouth disease 
that has descended on Britain’s 
farms descended on Conservative 
Central Office like manna from 
heaven. Even before the outbreak, 
the Tories had invested a good deal 
of political capital in the claim that whereas they instinctively un- 
derstand rural life, Labour is wilfully ignorant of it. Even in the ca- 
lamitous 1997 election, the Tories won 37% of the vote, against La- 
bour’s 29%, in the 150 constituencies with the highest proportion of 
jobs in agriculture. Since then, Mr Blair’s plan to ban hunting with 
dogs has alienated many more rural people. But for the foot-and- 
mouth outbreak, many tens of thousands of them would have 
marched on London last Sunday under the predominantly blue 
banner of the “Countryside Alliance”, 

Thus far, the Tories’ handling of foot-and-mouth has therefore 
been quite deft. Tim Yeo, the shadow agriculture spokesman, com- 
bines a patrician manner with an appropriately ruddy complex- 
ion and an impressive grasp of country matters. He pays lip-ser- 
vice to the need for bipartisanship in a national emergency, but 
portrays Nick Brown, the agriculture secretary, as a well-meaning 
second-rater without the imagination or sense of urgency the cri- 
sis demands. Mr Yeo has bombarded Mr Brown with a barrage of 
“helpful” suggestions. The Tories say it was they who called first 
for drafting in the army and final-year student vets; for letting vets 








slaughter suspect animals without waiting for laboratory tests; 
and for burying animals immediately on their farms instead of 
leaving their carcasses to be carted off belatedly by lorry. 

Even so, a points victory on foot-and-mouth is hardly likely to 
save the Tories’ electoral bacon in May. What Mr Hague needs is to 
knock out the very idea of a May poll if, as seems likely, the coun- 
trysidecan still be held to be ina state of crisis then. Soalthough not 
yet daring tocall for the postponement of theelection that Mr Blair 
has not yet announced, on March 2oth Mr Hague took a carefully 
disinfected step in that direction. 

It was “undeniable”, he told a press conference, that in at least 
some counties it would be impossible under present conditions to 
go ahead with the local elections on 
May 3rd. In some heavily infected 
wards.in Devon, said Mr Hague, half 
of the local Conservative candidates 
are farmers, who would not be able 
to campaign in the normal way. He 
called on the government to pass en- 
abling legislation so that it could 
postpone the elections in such places 
if matters do not improve by May. By 
extension, it would be wrong to hold 
a general election if the “national cri- 
sis” was still “out of control”. 

Naturally, -Mr Blair is far too 
shrewd to fall into the trap of asking: 
“What crisis?” With farmers weeping 
on television, the government has 
taken care to feel the countryside’s 
pain. On the very day of Mr Hague’s 
press conference, Michael Meacher, 
4 the environment secretary, unveiled 

the latest plans to rescue the rural 
| economy. But the “epidemic is 
spreading. Having failed to bring it 
under swift control, Downing Street 
now stresses that eradicating it will 
be a “long haul”, during which nor- 
mal life, including normal demo- 
cratic life, can and should continue. 

The government is right to say 
that however wretched foot-and- 
mouth has made the mood in the countryside, nobody is in seri- 
ous danger of being disenfranchised by it. The real issue is taste. In 
the midst of such an affliction, why the distraction of an election? 
A MORI poll last weekend found 61% of voters against a May elec- 
tion in these circumstances, with 34% saying it should go ahead. 
An ICM poll reported 52% of voters against, with 40% in favour. But 
there is little evidence that voters would change the way they cast 
their votes if the government stuck to its plans. In the prime minis- 
ter’s mind, the small electoral price he might have to pay must be 
weighed against the unpredictable perils of “postponement”. 

Given this, as the Tories privately acknowledge, the likelihood 
is that Mr Blair will go ahead. The consolation for the Conserva- 
tives is that he will now have todosoin somewhat trickier circum- 
stances than he expected. He will be accused of opportunism. If 
the epidemic worsens, he may find it hard to keep his usual tight 
control of the headlines as the campaign unfolds. And he will need 
to prove that he can manage a national emergency without being 
distracted by politics. Final victory may be assured, but this is not 
the start Mr Blair would have wanted. 
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The shape of 
phones to come 


THE NEXT INTERNET 
REAL VIRTUAL REALITY 
FUEL CELLS 
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Cc While the world may be getting smaller, its challenges clearly aren't, That’s why it’s 
reassuring to know some people have your best interests in mind. People who eat, sleep and 


breathe your business. So when you talk about your company’s Internet needs, they understand 





every word you say. Fujitsu is the 
THE INTERNET CAN PUT YOU IN TOUCH N 
WITH MILLIONS OF CUSTOMERS 
world’s third largest IT services AROUND THE GLOBE. 


THEN WHY DO YOU FEEL SO ALONE? 





company* - a US$50 billion 





provider of IT and telecommunications products and services. With 60,000 IT support and 
service professionals and operations in over 100 countries, we’re anything but distant. We get to 
know each of our global customers, on their own turf. All over the world, Isn't it nice to know 


that, wherever the Internet takes your business, there will be someone right by your side? 


© 
FUJITSU 


THE POSSIBILITIES ARE INFINITE 


www.fujitsu.com 


“Source: IDC, December 1999. Who Will be Leading the Global IT Services Industry in 20002: A Competitive Analysis by Mauro Peres, Sophie Janne Mayo. 


The Pilot-System is a revolutionary method of attaching bindings to the 

* sidewalls rather than to the surface of the skis, for an all-in-ene interface. 
Progressive pressure distribution leads to optimal’ snow contact, offering 
enhanced stability, speed, flexibility and control. 
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Success demands more. 
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Innovation at the edge 





Technology has done a u-turn, dispersing control of large networks from the hub to the edge. Lucky us 


INCE its emergence in the 19th century, modern technol- 

ogy has been a centripetal force. Innovations have been 
pushed from the periphery to the centre, from the small to the 
large, from a personal preoccupation to the prerogative of the 
enterprise—as one emerging industry after another sought to 
capitalise on economies of scale. Michael Faraday’s tinkerings 
with electric generators led to the electricity grid. Alexander 
Graham Bell’s exclamation (“Mr Watson, come here—I want 
to see you”) was the starting point of the seamless telephone 
service that now straddles the globe. Without such concentra- 
tions of capital and control in large, central, vertically inte- 
grated organisations, the astonishing economic growth of the 
past century would have been impossible. 

But the confluence of deregulation and privatisation dur- 
ing the tail-end of the 20th century has reversed that. No 
question that technology is now driven by a centrifugal force, 
pushing power out from the centre to the edge. Arguably, it 
started with the development of the personal computer more 
than two decades ago. More precisely, it was the introduction 
of the client-server style of computing in the late 1980s that 
put networked processing power on people’s desks, freeing 
them to use their own initiative. This dispersal of control to 
users on the network’s edge cut out whole layers of middle 
managers whose job had been to shuffle questions and an- 
swers between bosses and staff. That was the start of the pro- 
ductivity boom that America enjoyed in the 1990s. 

A similar centrifugal force is beginning to rewrite the rules 
of energy production. As energy markets liberalise, small, lo- 
cal power plants are springing up to offer neighbourhood us- 
ers cheap electricity, thanks to not having to pay for dis- 
tribution over a wasteful national grid. An added advantage 
of so-called “micropower” is that it is much friendlier to the 
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environment as well. All the more so when it is based on fuel 
cells that convert hydrogen direct to electricity without com- 
bustion. This issue’s story on fuel cells (see page 27) notes that 
the hydrogen-powered car could even be a source of income 
for its owner. Humming quietly away at home when not 
needed for anything else, the car’s fuel cell could feed emis- 
sion-free electricity back into the grid via a power socket on 
the garage wall. 

But the most powerful centrifugal force at work today is 
the one that is remaking the telephone system in the image of 
the Internet. As the ultimate expression of technological bu- 
reaucracy, nothing compares with the complexity of the tele- 
phone system’s vast, centrally controlled, five-tier hierarchy 
of switching centres. The story on “Voice over Internet Proto- 
col” (see page 18) tells how, out of necessity, the telephone car- 
riers are adopting the same packet-switching techniques that 
made the Internet such a user-friendly and innovative phe- 
nomenon. The attraction is that the new “str” phone, which is 
helping to propel this revolution along, takes control for set- 
ting up all the telephone services (and more) that a customer 
may need out of the hands of the carrier’s central office and 
places it firmly in the hands of the user instead. Industry 
watchers see this as being an even bigger technological dis- 
ruption—and greater market opportunity—than the emer- 
gence of the rc. 

Internet telephony could have happened five or more 
years ago. The technology was mostly in place, but the econ- 
omic, social and political conditions were far from ripe. It is a 
reminder of the “better mouse-trap” myth. Innovation may 
be essential for the creation of a new market, but it is never 
the sole requirement. The world will not beat a path to an in- 
ventor’s door if the market conditions are not ripe. a 
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The power industry’s quest for high nines 


innovations are improving the quality of electrical power, so computer networks can 
run for not just 99.9% of the time, but for the 99.9999% that e~commerce demands 


OR THE average computer or network, 
the only thing worse than the electricity 
going out completely is the power going out 
for a second. Every year, millions of dollars 
are lost to seemingly insignificant power 
faults that cause assembly lines to freeze, 
computers to crash and networks to 
collapse. The Electric Power Research 
Institute, an industry research and 
standards group based in Palo Alto, 
California, estimates that 80% of the power 
glitches that wreak havoc on an 
electronic system last for less than a 
few seconds—barely noticeable to 
the eye. In light of events such as 
the California power debacle, 
many expect the rate of those 
disturbances to rise, as 
deregulation and distributed 
generation place ever more stress on 
America’s ageing power grid. 
That expectation has fuelled a boom in 
“power-cleaning” technology, driven by 
innovations that promise to deliver 


near-faultless power to the digital economy. 


Some of the developments that are nearing 
adoption include power-chips that can 
switch from the electrical grid to alternate 
power sources in milliseconds; flywheels 
and super-capacitors that allow equipment 
to ride through a power hiccup; and silicon 
power plants capable of delivering 
megawatts of extremely “clean” electrical 
power. The result, says Mark Mills of the 
Huber-Mills Digital Power Report, will be a 
$500 billion industry rising from America’s 
tangled power lines. 

For more than a century, the reliability 





of the electricity grid has rested at 
99.9%—~"“‘three nines” in industry jargon. 
That permits about eight hours of outages a 
year. When the economy was built around 
incandescent bulbs and electric motors, 
three nines was more than enough to keep 
the wheels of industry turning. But 
microprocessor-based controls and 
computer networks demand atleast 
99.9999% reliability, or “six nines”, 
amounting to no more than a few seconds 
of allowable outages a year. And thatis just 
a start. The report estimates that the quality 
of electrical power must reach “nine 
nines”—milliseconds of faults a 
year~~before the digital economy can truly 
have the right quality power to mature. 

Over the years, various pieces of 
back-up equipment have filled in during 
outages, but most of the technologies 
available today barely deliver the quality 
needed. Hospitals, phone companies and 
military bases deploy banks of generators to 
ensure that their operations stay up and 
running for 99.99% of the time. But that still 
amounts to minutes of outages a year. 
Similarly, most high-tech companies have 
generators to supplement their power 
needs, but they also add “uninterruptable 
power sources” that use batteries to power 
computers until the generators kick in. Each 
solution, however, introduces its own 
problems. Generators do not react fast 
enough and can deliver dirty power of their 
own. Meanwhile, batteries are expensive to 
maintain and may not react fast enough. 

Innovations in electrical-power 
handling promise to improve matters 
considerably. At the centre are power-chips, 
first developed in the early 1980s but only 
now reaching their full potential. 


Power-chips based on metal oxide 
semiconductor field-effect transistors 
(MOsFETS) and integrated bipolar transistors 
are produced by such firms as International 
Rectifier of El Segundo, California, 1xvs of 
Santa Clara, California, and Advanced 
Power Products of Portland, Oregon. They 
work by splitting a stream of electrical 
power into tiny packets that can be 
reconditioned into a more appropriate 
form. Power-chips can also switch between 
grid and stored power in milliseconds to 
ensure uninterrupted power. 

Until recently, however, such chips 
could only switch small amounts of power 
at high resistance and low efficiency, 
relegating them to small, niche applications. 
Now they are capable of switching at much 
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higher voltages and currents in ever shorter 
times. More to the point, it is only recently 
that users have learned how to exploit them 
properly in order to solve their problems. 
International Rectifier, which holds many 
of the patents for MosFET power-chips, 
expects the devices to penetrate all electrical 
equipment—from computers to electric 
motors and even light bulbs—yielding 
significant efficiency gains in addition to 
delivering cleaner, more reliable power. 

Coupled with the new power-chips are 
power-storage innovations that deliver 
short bursts of power quickly. Among the 
most promising of these are flywheel 
systems, which store energy in rotating discs 
that connect to generators whenever the 
power is interrupted. Flywheels take upa 
fraction of the space of lead acid batteries 
and all but eliminate the latter's 
maintenance problems. New systems 
developed by companies such as Active 
Power of Austin, Texas, and Beacon Power 
of Woburn, Massachusetts, use composite 
and steel flywheels rotating at up to 20,000 
revolutions per minute to deliver bursts of 
power that can last as long as 30 seconds. 

Meanwhile, superconducting 
electromagnets made by firms such as 
American Superconductor of Westborough, 
Massachusetts, and ultra-capacitors from 
the likes of Maxwell Technologies of San 
Diego, California, can deliver bursts of 
power and be recharged quickly and 
without any degradation. When coupled 
with the new power-chips, these systems 
can switch hundreds of volts of electricity 
instantaneously, making them ideal for 
large manufacturing plants and even for 
sub-stations on the grid. 

The acme of all that development is 
what Mr Mills calls the “silicon power 
plant’, developed by power equipment 
makers such as Emerson Electric of St Louis, 
Missouri. These plants deliver megawatts of 
“high-nine” electric power to computer- 
network centres that house critical servers 
and hubs for major corporations and 
telecom carriers. 

Despite all the advances, however, some 
planners in the electrical power industry 
warn that there is a possibility of 
reliability-overkill. With each additional 
“nine” of reliability, costs can rise ten- to 
100-fold. At “three nines” a kilowatt-hour 
costs about 10 cents. At “five nines”, it will 
cost $20 when investmentis taken into 
account. At “six nines”, it could cost $1,000. 
Yet not all computer systems need such 
faultless reliability. Indeed, any company 
considering an investment in power- 
cleaning should work out exactly how much 
a glitch would really cost its operations 
compared with the investment involved. 
The differences might be a powerful 
incentive for making do. w 





Talking heads 


T HE resemblance is uncanny. Emma 
looks like the girl next door. She talks like 
the girl next door. She welcomes you into 
her shop, asks about your children, wonders 
how you liked the apricot preserves she 
recommended and reminds you that 
Gerber baby food is on sale this week. But 
unlike the girl next door, Emma is 100% 
virtual—a member of the artificial 
intelligentsia. Many businesses are banking 
on the hope that she will be the saviour of 
online customer service. 

The idea is that realistic, three-dimen- 
sional “bots” will help make the online 
experience of tomorrow far closer to real life. 
While some companies are creating 
databases that recognise speech and can 
answer questions in full sentences, others 
are working on realistic, 3p characters to put 
in front of these databases. With faces 
created from real photographs, and 
personalities based on psychological 
questionnaires answered by real people, the 
result is intended to make the Internet a 
friendlier place. 

Ultimately, what most online retailers 
(or “e-tailers”) want is to create personalised 
websites for their customers. The more they 
can tailor a site to a particular consumer's 
needs, the more likely that consumer is to 
come back again and again. After all, one of 
the largest problems e-tailers face is 
customer dissatisfaction, which leads toa 
high rate of “shopping cart abandonment”. 
Thwarted by search engines that frustrate or 
dissuaded by text-based, impersonal online 
shopping, many people give upon 
web-shopping and instead buy in person, 
where they can handle the merchandise 
and ask questions of the shopkeeper. 

One potential remedy is to create a 
face-to-virtual-face interaction with a 
helpful, friendly looking, online sales 
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assistant in the hope that, seeing a 
human-like figure who responds ina 
human manner, the customer will forge a 
relationship with the online business. Two 
companies currently in the process of 
developing such characters are Stratumsoft 
and Liferx. Although they are using 
different technologies, both firms can create 
alifelike, animated, talking head using only 
two photographs of a person. Stratumsoft of 
Richmond, Surrey, can take it a step further 
by hooking up its talking heads to a “smart” 
database that can understand and answer 
questions posed in natural speech. Liferx of 
Newton, Massachusetts, has joined forces 
with another company, Kiwilogic of 
Hamburg, Germany, which will provide 
their virtual people with a knowledge base 
from which todo the same kind of thing as 
Stratumsoft does. 

The benefits do not stop at customer 
loyalty. A bot such as Emma-~-one of 
Stratumsoft’s ideas--takes the 
personalisation up a notch. Not only can she 
remember information about everyone 
who visits the site, but she can procure 
valuable marketing data by asking people 
about products they have bought in the 
past. In addition, bots can be programmed 
to suggest products to accompany those 
that a customer has already picked out, 
Emma, for example, might ask something 
like: “Shall I get you some cream to go with 
your strawberry pie?” 

Another step in the personalisation 
process is a creation that Liferx has dubbed 
Facemail. This allows people to write an 
e-mail with emotion. As the author writes 
the message, he can include “emoticons” 
such as ;-) or :-). When the recipient 
downloads the e-mail, a human-looking 
face reads the letter aloud, winking or 
smiling in the appropriate places. Within a 
year, the company reckons that Facemail 
users will be able to create their own 
“stand-in”—-with the user's own face and 
voice--using data extracted from 
photographs and voice recordings. 

Both Stratumsoft and Liferx talk of the 
technology’s long-distance communication 
potential. “Distance learning”, conference 
calls and news broadcasts from foreign 
correspondents could all be lip-synched to 
lifelike, animated, three-dimensional heads. 
Stratumsoft is also working with a popular 
musician to create a virtual twin who can 
live on forever in cyberspace. Based on the 
musician's answers in a personality profile, 
this twin will be able to respond to a fan’s 
queries—from favourite colour to song 
inspiration. Whether that is a long way off or 
not, the creators have certainly stumbled on 
one of the web’s key missing 
ingredients—warmth. And at long last they 
are beginning to put the face back into the 
interface. @ 














Designer enzymes 


ESEARCHERS have long puzzled over 
the problem of how to design 

enzymes—the protein catalysts that 
accelerate chemical reactions in living cells. 
Evolution took millions of years to create 
these vital proteins, which are involved in 
almost every chemical pathway in living 
things. Recently, however, Stephen Mayo 
and Daniel Bolon of the California Institute 
of Technology in Pasadena unveiled a 
technique that allows them to bypass 
evolution and design an enzyme ona 
computer. 

The method, announced at the 
American Biophysical Society’s 45th Annual 
Conference in Boston, will have drug 
companies rubbing their hands. The 
processes used to make complex 
pharmaceutical compounds often do not 
have naturally occurring enzymes to speed 
them up. Since the greatest cost in 
manufacturing drugs is the synthesis, the 
design of novel enzymes could save time 
and money. And the method could also 
allow researchers to modify known 
enzymes to make new and better drugs. 

Every chemical reaction involves 
transient states that flit in and out of 
existence before the final products are 
bound in a steadfast embrace. The rate at 
which these fleeting intermediate steps 
happen controls the rate of the entire 
reaction. A catalyst works by being an 
attractive option for stabilising those 
transient states, so accelerating the 
formation of products. 

The question is:can you design an 
enzyme for a specified reaction? In other 
words, can you compute an amino acid 
sequence that is capable of speeding up the 
formation of known chemical 
intermediaries while at the same time 
ensuring that the molecule will indeed fold 
into a shape that gives an 

enzyme its catalytic properties? 
According to Dr Mayo and 
his colleagues, the answer is yes. 












They have devised a computer technique 
that can investigate the possible sequences 
of, say, 100 amino acids and score them 
according toa set of rules, the sequence with 
the highest score being the winner. The first 
rule is that the sequence must lower the 
energy barrier to the formation of 
intermediate states—ie, behave as a catalyst. 
Other rules ensure that the enzyme can fold 
up ina biologically plausible way. For 
example, because positively charged 
chemical groups repel, they cannot sit next 
toeach other. Likewise, no two atoms can 
occupy the same point in space. And those 
aminoacids which dislike water must sit 
towards the middle of the structure, while 
those with an affinity for water reside on the 
outside. 

The problem is that if you have achain 
of 100 amino acids, with one of the 20 amino 
acids employed to make natural proteins at 
each position, there are 20 raised to the 
power of 100 combinations of possible 
sequences—a number that is billions of 
billions times higher than the number of 
particles in the universe. It is impossible for 
a computer to calculate the scores for sucha 
number of combinations. 

Fortunately, helpis at hand in the form 
of the “dead-end elimination theorem”, 
similar in spirit to the method employed in 
the software that 1nm’s “Deep Blue” 
computer used to beat Garry Kasparov, a 
Russian grand master, at chess. The theorem 
allows Dr Mayo to compare the score of an 
amino acid at the first position on the chain 
with the score of amino acids at subsequent 
positions on the chain, keeping only the best 
answer. This allows a systematic reduction 
in the complexity of the calculation, by 
throwing away many of the wrong answers 
right at the beginning. 

Having invented their method, Dr Mayo 
and Mr Bolon had to test it. To do this, they 
chose a well understood reaction, the 
breakdown of a compound called 
p-nitrophenyl acetate in water. 
As a starting point for the design, 
they picked a known protein 
backbone with no catalytic 
effect called thioredoxin. This 
was chosen because it is small (a 
chain of 108 amino acids) and 
stable. Then they used their 
program to modify thioredoxin’s 
amino acid sequence until anew 
protein with enzymatic activity emerged. 

Having computed this sequence, the 
next job was to manufacture it—which they 
did by inserting an appropriate piece of 
synthetic pwa into a bacterium and allow- 
ing the bug to multiply. Next, they purified 
their freshly produced enzyme and tested 
its catalytic power. 

The enzyme speeded up the reaction by 
200 times—which, compared with naturally 
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occurring enzymes that make reactions go 
between 10,000 and 1m times faster, is 
hardly spectacular. But that is not the issue. 
The real point is that a technique has been 
found that can turn any protein into an en- 
zyme. The next step will be to refine the 
computational methodology so as toim- 
prove the enzyme’s activity and toexamine 
more interesting reactions. “For example, if I 
could design an enzyme that hydrolyses urv 
protease at specific points in its chain, I 
would have a treatment for arps,” explains 
Dr Mayo. ; 

Dr Mayo and a former student, Bassil 
Dahiyat, have set up a company, Xencor in 
Monrovia, California, to market this and 
related technology. Recently, Xencor raised 
an additional $50m to support such efforts. s 


Through a glass 
brightly 


PTICAL fibres can guide light over 

hundreds of kilometres by exploiting 
differences in the refractive index to bend a 
light beam—just as water in a swimming 
pool bends the light entering it from the air 
above to make the pool appear shallower 
than it actually is. In the case of the optical 
fibre, the core is made of a glass that has a 
high refractive index, bending light strongly, 
while the outer cladding has a lower 
refractive index and thus bends the light 
less. The net effect is to make light signals 
bounce along the core as though they were 
in a pipe with a mirror-like finish. 

Anew approach to making optical 
fibres takes the pipe analogy one step 
farther, by laying down bundles of 
microscopic pipes along the length of the 
fibre. These “holes” through the glass do the 
same job as a difference in the refractive 
index—and much more besides. Although 
more expensive to make than conventional 
optical fibre, several companies are rushing 
to perfect commercial applications. 

Across-section through the new type of 
fibre shows holes arranged neatly in an 
array like atoms in a crystal. This turns out to 
be more than just an analogy—hence the 
name, “crystal fibre”, coined for it. Crystal 
fibres work in one of two ways. In 
“index-guided” crystal fibres, one or more 
holes are missing at the centre of the array. 
Without the holes, the glass at the centre has 
a higher density, and thus a higher refractive 
index than its more porous surroundings. 
Light entering the core is therefore confined 
much as it would be in aconventional fibre. 
The advantage is that the effect is achieved 
without having to use two different kinds of 
glass. An added benefit is that the lightcan 
be squeezed into a much narrower core 
than is the case in conventional fibres. p 
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WE DIDN'T JUST JUMP ON THE 
INFRASTRUCTURE BANDWAGON. 
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In the second mode of 
working, the crystal fibre uses 
the regular array of holes to 
influence light in much the 
same way as the arrangement 
of atoms in acrystal can 
determine whether electrons 
are able to travel easily 
through it—and hence 
whether the crystal is 
electrically conducting or not. 
For instance, graphite and 
diamond are both made of 
carbon, but the difference in 
the crystalline arrangements 
of their carbon atoms means 
that graphite conducts 
electricity while diamond is a 
good insulator. In the same 
way, the pattern of holes ina 
crystal fibre can create the 
equivalent for light of a 
graphite core and a diamond 
cladding. 

For both modes of crystal fibre, the 
pattern of holes is generated by stacking 
hollow glass tubes a millimetre or so in 
diameter to form a rod several centimetres 
thick. The rod is heated until the glass flows 
easily, and then drawn into hair-thin fibres. 
In the filaments, the same cross-sectional 
pattern of holes is preserved, but ona 
microscopic scale. In practice, getting this 
process to work is one part science and two 
parts cookery. Thus, manufacturers—only a 
handful have mastered the process so 
far—are loth to divulge details of the 
production technique. 

One that has is a Danish company 
called Crystal Fibre, a spin off from the 
Technical University of Denmark. The 
company has developed advanced software 
tools for predicting the optical properties of 
new fibres so that it can quickly identify 
which types of hole array out of the literally 
infinite range of possibilities have 
industrially interesting properties. 

One example the company has 
developed is a crystal fibre that squeezes 
light into such a narrow core that the 
intensity of the light modifies the optical 
properties of the glass itself. The 
“non-linear” properties of the resulting fibre 
make light sent down it at one wavelength 
shift into a range of other wavelengths. This 
provides a means of switching a signal 
between two wavelengths—a neat trick for 
using bandwidth more effectively. 

With a different hole design, crystal 
fibres can do the opposite trick as well, 
spreading the light much more evenly 
across the width of the fibre—and thereby 
reducing non-linear effects. This could be 
important in future high-speed links, 
because when rates of data transfer 
approach 100 gigabits per second, 





non-linear effects begin to 
mess up the signals. The new 
fibre could help eliminate 
such problems. 

With yet another pattern 
of holes, it is possible to 
generate so-called “endlessly 
single-mode fibres”, which 
transfer light at widely 
different wavelengths with 
exactly the same bell-shaped 
intensity profile. Such a 
single-mode profile is 
desirable for telecommuni- 
cations. So far, this has been 
possible only at infra-red 
wavelengths and, even then, 
only in a narrow range of 
wavelengths. But crystal 
fibres push the range of 
single-mode wavelengths 
right into the visible part of 
the spectrum, opening up 
huge new tracts of wave- 
length for telecommunications. 

For the time being, production methods 
have proved difficult to scale up. But Crystal 
Fibre’s director, Michael Kjaer, is sanguine 
about the potential of the company’s 
product. The niche markets for crystal fibres 
are still attractive for a small firm, giving it a 
foot in the door before large manufacturers 
such as Lucent and Corning really get going. 
Given the frantic pace of development in 
all-optical networks, that is likely to be a 
matter of months rather than years. m 


Biochips down 
on the farm 


AST autumn, Friends of the Earth, an 

environmentalist group, sent an 
assortment of foods to the testing 
laboratories of Genetic-1p, a biotechnology 
company based in Iowa. After $7,000-worth 
of pna tests, Friends of the Earth—which is 
opposed to the use of genetically modified 
(Gm) foods—got the result it was hoping for. 
One of the products, some taco shells made 
by Kraft Foods, turned out to contain 
StarLink, a Gm maize that had not been 
approved by America’s Food and Drug 
Administration for human consumption. 

The revelation wrought havoc on the 
year’s maize harvest and on the bottom line 
of Aventis, StarLink’s manufacturer. Across 
America, tortillas, tacos and other maize- 
based foodstuffs had to be withdrawn from 
grocery shelves. Meanwhile, shipments of 
freshly harvested maize had to be tested 
and certified as safe—or else converted into 
animal feed. The cost to Aventis: an 
estimated $500m. 

The StarLink incident highlighted an 
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important practical detail of this contro- 
versy: that testing for GM food is still likely to 
bea hit-and-miss affair. Currently, the tests 
used to detect StarLink in the field employ 
colour-changing strips, which rely on 
technology that is similar to the sort used in 
home pregnancy kits. Such strips can test for 
the presence of only one kind of genetic 
modification ata time (in this case, StarLink) 
and cost about $10 each. Moreover, they 
cannot quantify the amount of Gm material 
present in a sample. They merely indicate 
whether it is present or absent above a 
certain level—usually at 1% of the sample. 

These tests may be adequate to assure 
that no unsafe products enter the human 
food supply. But if Gm labelling is to mean 
anything, someone will have to come up 
with a fast, affordable and reliable test that 
can trace the presence of a broad variety of 
cM ingredients. And the tests will have to 
work with samples taken from foodstuffs 
anywhere along the supply chain—from 
raw grain to packaged product. 

GeneScan-Europe, a biotechnology 
company based in Freiburg, Germany, 
believes it has the answer in the form of an 
electronic biochip called “eSensor”. 
Developed by a division of Motorola called 
Clinical Micro Sensors based in Pasadena, 
California, the eSensor is a small 
circuit-board laced with up to 36 gold 
electrodes. Each of these is linked to more 
than a billion identical single-stranded DNA 
molecules, and each pna strand is attached 
toakind of electrically conductive carbon 
compound known asa ferrocene molecule. 

The pna molecule at an electrode corre- 
sponds, by the genetic-letter-matching rules 
that are the basis of heredity, to particular 
fragments of pna found in genetically mod- 
ified crops. When a strand of pNa comes 
into contact with its complementary target, 
the two bind together. This reaction holds 
the ferrocene molecule close to the 
electrode’s surface, where it changes the 
current passing through an electrode. A 
device measuring this current can then be 
used to gauge what kind of pna has been 
detected, and thereby estimate how much 
of it is present in the sample. 

The device is already available for use in 
the laboratory but still needs more work 
before it will function effectively in the field. 
Currently, a sample must undergo a lengthy 
chemical preparation before testing. Its DNA 
has to be extracted and then replicated so 
that the eSensor may detect it more easily. 
Clinical Micro Sensors hopes to replace this 
step with a microfluidic system which will 
prepare the sample and replicate the DNA 
automatically—all within an hour. 

The next step will be to couple the 
system with a detector in a hand-held 
device that can be used “truck side”—ie, as 
the food leaves the field after harvesting. 
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Such devices ought to be able to detect DNA 
present in as little as 0.025% of a sample. And 
since eSensors can detect many types of 
DNA at one go, a sample of grain or 
processed food need be tested only once to 
be screened for several dozen different 
kinds of genetic modification. Sounds ideal 
for European countries that are keen to 
make such testing mandatory. m 


Smart tyres 


LTHOUGH it may not look like it, the 
driver blocking the traffic in that huge 

four-wheel-drive vehicle ahead of you 
contains more processing power than was 
used by the Apollo spacecraft. Anything 
from 10% to 20% of the cost of the average car 
goes to pay for its electronic equipment. In 
luxury models, the percentage is double 
that. The rest of a modern car, though, is still 
a mixture of hydraulics and mechanical 
parts that have barely changed in 50 years. 
But during the next few years, car makers 
the world over will replace more and more 
of these relics from the past with new kinds 
of electronic sensors, microprocessors and 
actuators. The result should be vehicles that 
are inherently safer and more responsive, 
and also capable of acting intelligently in 
dangerous situations. 

The tyre is one component of the 
modern car that has, until now, stubbornly 
resisted infiltration by electronics. Because 
tyres have to withstand a great deal of 
mechanical stress and heat, they are 
generally a bad place to leave delicate bits of 
technology. But Franz Dollinger of Siemens, 
a German engineering and electronics firm, 
has avoided this problem by splitting his 
new tyre-monitoring system into two parts. 
One, embedded in a sturdy package, senses 
what is going on in the tyre, while the other 
collects and interprets those data from 
somewhere safe within the car’s body. 

To pick up information about the stress 
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piezoelectric device that is rather like an 
old-fashioned gramophone stylus. 
Piezoelectric materials, such as quartz and 
lithium niobate, are crystals that respond to 
changes in their shape by producing a 
minute electrical current. Conversely, they 
can respond to electric signals by subtly 
changing their shape. When such crystals 
are embedded into a tyre tread, they deform 
in response to the tyre’s pressure and its grip 
on the road. 

With the help of a radar-like probe 
located in the body of the car, these 
deformations can be detected and 
interpreted. The probe sends outa radio 
wave that is picked up by a metal antenna 
or “transducer” attached to the piezoelectric 
crystal. This signal causes the surface of the 
crystal to undulate. That surface wave, in 
turn, produces another electric signal, 
which is emitted via the transducer. By 
picking up this return signal, the radar 
probe’s own antenna collects information 
about the crystal and, thus, the physical 
state of the tyre. 

By registering the amount of friction 
between the tyre and the road, the system 
warns the car’s computer-control 
equipment if the car is in danger of 
aquaplaning on a large puddle or skidding 
on ice. The computer-control system can 
then apply the brake on the wheel 
concerned, and even adjust the amount of 
engine torque sent to that wheel, so that 
skidding is prevented. Continental, a 
German tyre company, expects to have 
tyres equipped with the piezoelectric safety 
system on the road within a few years. 

Eventually, the goal of motor engineers 
is to produce a car that will sense and 
respond to obstacles the way that Dr 
Dollinger’s tyres sense and respond to 
slippage. Some luxury cars already contain 
adaptive cruise control, which uses radar or 
laser-based sensors to track the movements 
of vehicles on the road ahead. The vehicle 
can then adjust its speed so that it maintains 
aconstantand respectful distance from the 





car in front. Over the next couple of years, 
such sensors will expand their range, to 
check for obstacles entering a car’s blind 
spots and issue warnings to drivers if a 
collision seems imminent. 

Such improvements are helping to make 
cars much safer, but the driver still has todo 
the actual steering. That will change in the 
near future. Car companies in Europe, 
America and Japan are working hard to 
perfect “steer-by-wire” technology so that a 
car’s collision-avoidance radar can lend a 
hand in guiding the vehicle. 

Delphi Automotive Systems of Troy, 
Michigan, has created a system called 
E-Steer which eliminates the need for the 
traditional power-steering system’s 
hydraulic pump, hoses, fluid and belts. A 
sensor detects the inputs to the steering 
wheel that the driver makes in order to 
guide the vehicle, and then directs an 
electric motor to do the donkey work 
instead. This makes the vehicle lighter and 
potentially easier to handle, and possibly 
more fuel-efficient as well. Delphi will start 
equipping one American car model with 
E-Steer by 2003. i 


Virtual hype, 
real products 


T THE early 1990s, virtual reality (vr) 
catapulted into the headlines on the back 
of hope and hype. Head-mounted 3p 
displays would soon become as common as 
mobile phones. But with the exception of a 
few high-end applications in medicine (see 
page 30), the reality part of vr has been 
disappointing. One of the biggest problems 
has been getting the equipment out of the 
hands of engineers in the laboratory and 
into the hands of real users. 

To coax this process along, a company 
called 3rdTech set up shop last year in 
Chapel Hill, close to where one of the 
leading vr groups in America is based at the 
University of North Carolina. Acting as a 
sort of “smart incubator”, 3rdTech has been 
trying to get various vR technologies to the 
stage where investors and entrepreneurs are 
ready to take the plunge. 

Fortunately, the founders of 3rdTech, 
Nick England and Doug Schiff, have plenty 
of experience of starting companies, and 
also enough technical know-how (one is an 
electronics engineer, the other a computer 
scientist) to understand the intricacies of the 
technologies involved. More to the point, 
both have the advantage of not having 
worked in vr research and belonged to one 
particular intellectual camp or another. As a 
result, they have drawn customers from 
varied quarters. 

The DeltaSphere is a case in point. This 
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consists of a spinning mirror which scans a 
laser beam back and forth over a whole 
room. A detector measures the distance the 
beam travels to and from each point it hits. 
The result is a digital 3p map of all the 
surfaces that the laser passes over. The 
original idea behind this device was as a tool 
for generating realistic 3p images for use in 
ve headsets. But 3rd Tech found that the 
device was also useful for an engineer 
needing to document a large structure, such 
as part of an oil rig, which had been 
modified many times without the original 
drawings being updated. This way, the 
engineer can ensure remotely that further 
modifications are compatible with the 
existing structure. 

Another product, called HiBall, is a 
tracking device that was developed so thata 
computer could follow the exact position 
and orientation of the head of a person 
wearing a head-mounted display, in order 
to generate a 3D image that follows the head 
motion accurately. The device uses infra-red 
signals from an array of diodes mounted on 
the ceiling to triangulate the exact position 
and orientation of a small optical 
sensor—much as global positioning 
satellites help motorists find their way. 

The company has found customers 
interested in using the device to trace the 
position of tools being used to repair large 
structures such as aircraft fuselages. This 
way, the mechanic using the tool can ensure 
that the repairs match computer-generated 
plans. Tracking robot arms on assembly 
lines is another possible application. In both 
cases, the large scale involved means that 
existing techniques that use mechanical 
booms are often expensive and impractical. 

One 3rdTech product will please the vr 
purist, though. A device called the 
NanoManipulator allows scientists to 
manipulate microscopic objects—and even 
molecules—by “feeling” the surface of the 
object using a special pen that exerts a force 
when its tip contacts a surface. Even here, 
the company has shown commercial 
acumen by adapting an off-the-shelf 
force-feedback pen developed by SensAble 
Technologies of Boston, rather than trying to 
develop the hardware from scratch. 

Cramped in small offices above a 
perfume shop, 3rdTech has foregone the 
usual high-tech facilities in the region’s 
famed Research Triangle so as to be closer to 
the university’s vr experts. On the campus 
across the street is Fred Brooks, one of the 
grandfathers of vr (he has been working in 
the field since the 1960s). Today, Dr Brooks 
views vr as having “gone from almost 
working to barely working”. Firms such as 
3rd Tech are helping to show that such an 
over-hyped and “barely working” 
technology can indeed be turned into 
commercial products for the real world. $ 





Son of paperclip 


RIC HORVITZ, a researcher at Microsoft 

and a guru in the field of Bayesian 
statistics, feels bad about the paperclip—but 
he hopes his latest creation will make up for 
it. The paperclip in question, as even casual 
users of Microsoft’s Office software will be 
aware, isa cheery character who pops upon 
the screen to offer advice on writing a letter 
or formatting a spreadsheet. That was the 
idea, anyway. But many people regard the 
paperclip as annoyingly over-enthusiastic, 
since it appears without warning and gets in 
the way. 

To be fair, that is not Dr Horvitz’s fault. 
Originally, he programmed the paperclip to 
use Bayesian decision-making techniques 
both to determine when to pop up, and to 
decide what advice to offer. (Bayesian 
statistics are named after Thomas Bayes, an 
18th-century Presbyterian minister who 
devised a mathematical rule 
for explaining how you 
should change your existing 
beliefs in the light of new 
evidence.) 

The paperclip’s problem 
is that the algorithm 
(sequence of programming 
steps) that determined when 
it should appear was deemed 
too cautious. To make the 
feature more prominent, a cruder 
non-Bayesian algorithm was substituted in 
the final product, so the paperclip would 
pop up more often. 

Ever since, Dr Horvitz has wondered 
whether he should have fought harder to 
keep the original algorithm, The impressive 
abilities of his latest creation, an e-mail 
filtering system called Mobile Manager, 
suggest that he should have. In essence, 
Mobile Manager evaluates incoming 
e-mails on a user’s pc and decides which are 
important enough to forward toa pager, 
mobile phone or other e-mail address. Its 
Bayesian innards give it an almost telepathic 
ability to distinguish junk mail from 
genuinely important messages. 

Mobile Manager grew out of a 
two-year-old research system called 
Priorities, a more powerful filtering system 
that Dr Horvitz developed for his own use 
and is now widely employed internally at 
Microsoft (a practice known as “eating your 
own dogfood”). Priorities takes a vast 
amount of information into account when 
evaluating the importance of an incoming 
message. For a start, it looks at the message 
itself to see ifit contains urgent language 
(such as “tomorrow” or “as soon as 
possible”), direct questions, the recipient's 
name, and statements in the future (as 
opposed to the past) tense. It checks to see if 
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the sender is in the recipient’s address book, 
whether the message has been “carbon 
copied” to many users, whether the message 
is short or long, and what the message’s 
internal structure is. It then combines these 
and other clues using Bayesian decision 
theory to evaluate the “cost of delayed 
review per hour’—in other words, the 
message’s importance. 

But the cleverness does not end there. 
Over time, Priorities learns what a particular 
user regards as important or unimportant. 
Messages that are deleted without being 
opened are taken as examples of 
unimportant messages. Messages that the 
user replies to immediately are regarded as 
important. The software can also be trained 
explicitly by sorting a handful of messages 
into “important” and “unimportant” 
categories. 

The result is a constantly updated list of 
incoming e-mails ranked by urgency. But 
Priorities also decides what to do with each 
message, by taking into 
account the context of its 
arrival. Itcan look at the 
user’s calendar to see 
whether a meeting is going 
on, or whether he is on 
holiday. It can use a camera 
to determine if the user is 
sitting in front ofa pc and 
whether he is looking at the 
screen. Itcan analyse l 
ambient sound to determine whether he is 
having a conversation, and hence whether 
the user is busy or not. These factors are 
employed todecide whether to sound a 
chime, display a visual alert or, if the user 
has been away from the rc for more than a 
few minutes, to send a message to a pager or 
other device. 

The software also allows the user to 
specify how important messages have to be 
to trigger mobile alerts. A message’s 
importance, however, is not fixed. A 
message that is important on a quiet 
Thursday morning may not be so vital as to 
interrupt Sunday lunch or a vital meeting. 
Alerts can also be delivered in batches at 
specified intervals, or when a certain 
number of important messages have 
accumulated. 

Mobile Manager, which offers a subset 
of Priorities’ features as an add-on for 
Microsoft Outlook, was released on the 
company’s website in February. Priorities’ 
more Big Brother-ish features, such as 
watching and listening to users, are not 
included. But the Bayesian decision-making 
system is. Thanks to the paperclip, this 
technology got an undeservedly bad name 
for intrusiveness. This time around, the 
same technology is intended todo the 
opposite, and bother people less. Itis a 
fitting antidote to the pesky paperclip. @ 
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Making materials 
atom by atom 


N A modern-day hunt for the 

Philosopher’s Stone, scientists are 
swapping the painstaking and messy 
processes of the laboratory bench for the 
neater, cleaner world of the virtual. Instead 
of experimenting with chemicals in a search 
for better materials, Gerbrand Ceder at 

Massachusetts Institute of Technology is 

using the laws of physics tocalculate new 

ones. . 

Dr Ceder has rejected the arcane 
delights of rainbow-hued salts and Bunsen 
burners in favour of 20 computers purring 
away in parallel. Starting from the 
Schrödinger equation—a mathematical 
formula that predicts how systems of atoms 
behave—he uses the rules of quantum 
mechanics to compute the properties of a 
theoretical structure. Then he adds an atom 
here, removes one there, until he hitson a 
material with the properties manufacturers 
are demanding. 

Normally, materials scientists use trial 
and error to carry out experiments in vitro, 
(ie, in glassware) combining educated 
guesswork and chemical skill tocook up a 
new compound. With luck, they stumble 
upon something exciting, but most of the 
time the conditions vary sufficiently in each 
experiment tocondemn them toa tedious 
and often fruitless search. By contrast, the 
joy of designing materials in virtuo (ie, with 
software) is that every variable can be 
precisely controlled at the click of mouse. 
Hit the enter key, wait until the computer 
spews its results and, in a matter of minutes, 
i the researcher knows whether the new 
x Structure is a waste of effort or not. 

. The technique is not as simple as it 
sounds. The Schrodinger equation, which 
describes the interactions of electrons 
around a central atomic nucleus, demands 
that every electron affects every other. This 
means the calculations quickly become too 


oy complicated for even a powerful computer 


_ to handle an arrangement involving more 
than a few atoms. 

To the rescue comes “density functional 
theory”, a 30-year-old concept (for which a 
Nobel prize was awarded) that allows the 
electrons in many-atom systems to be 
treated independently. Only recently, 
however, has the method become practical, 
thanks to vastly more powerful computers. 
Itis now possible to compute the quantum- 
mechanical properties of atomic systems 
that are effectively infinite. 

Dr Ceder has already used the method 
to design a metal oxide which gives batteries 
a longer life. In a paper soon to be published 
in the Journal of Applied Physics, he 
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describes how he and his student, Eric Wu, 
areemploying the technique to help with 
the design of receivers for mobile 
telephones. 

Firms making third-generation mobile 
phones want their receivers to be highly 
frequency selective, so they can cope with 
their allotted frequency band without 
suffering from interference. To do this, they 
need materials that absorb microwaves in 
an extremely narrow range. 

Unfortunately, no one is really sure 
what causes materials to absorb 
microwaves over too wide a frequency. It 
could be defects due to missing atoms, 
thermal vibrations of the crystal lattice, or 
even the boundaries between small, 
imperfectly formed crystals that make up 
the material. By creating a perfect crystal on 
a computer and then testing it, Dr Ceder 
and Mr Wu have deduced that thermal 
vibrations are not the problem. That is good 
news: defects in the crystal, unlike ambient 
temperature, can be fixed. 

Surprisingly, few companies for whom 
materials science is their bread-and-butter 
have yet picked upon the techniques. Ford 
Motor Company is an exception. Recently, 
the firm set up its own computational 
materials group. One of Ford’s challenges is 
toimprove the fuel economy of its vehicles 
while meeting emissions regulations. 

The problem is that metals, such as 
platinum, which are currently used in 
catalytic converters to remove pollutants 
from exhaust fumes, become ineffective 
when the engine’s air/fuel mixture is tuned 
for fuel economy. By calculating the 
catalytic properties of materials ona 
computer, the group is learning what it is 
that makes other materials, such as copper 
zeolites, more effective under these 
conditions. Designing the right catalyst is a 
key to building a less thirsty car. A virtue 
from in virtuo, indeed. @ 


Magic bullet for 
pain-killers 


paS medicine is usually imprecise. To 
neutralise pain in one particular area, a 
drug has to travel in the bloodstream 
throughout the body, weakening its specific 
effect and often leading to unpleasant 
side-effects. Thus, many doses that are 
sufficient to provide pain relief also pose 
some risk to the patient. The ideal analgesic 
would provide localised pain relief in small 
doses with minimal side-effects. Aaron 
Filler, a neurosurgeon at the University of 
California, Los Angeles, believes he has 
found one. The secret lies not in the pain- 
killer itself, but in the method for delivering 
it direct to the nerves causing the pain. 














The technique makes use of “axonal 
transport”, a phenomenon first discovered 
in the late 1940s. A single neuron can be as 
long as three feet; axonal transport allows 
communication to take place within the 
neuron by moving molecules from one end 
of a nerve cell to the other. To date, 
neurologists have used axonal transport 
chiefly to map neural pathways—tagging a 
molecule and seeing where it ended up. 

Dr Filler’s innovation—patented by 
SynGenix (of which he is a co-founder) in 
Cambridge, Britain—is a molecule called an 
“axonal transport facilitator” (are) which 
allows pain-killing molecules to enter cells 
within a specific nerve. Hundreds of drug 
molecules are attached to a long-chain po- 
lymer which, in turn, is attached to the arr. 
As this “train” moves from cell to cell, the 
drug molecules are absorbed by the nerve 
cells. Because the pain medicine is so spe- 
cifically targeted, it can be delivered in doses 
ofa thousandth toa ten-thousandth of 
those currently employed. With such tiny 
infusions, the risk of systemic side-effects 
decreases greatly. Moreover, the concen- 
trated application seems to be longer-last- 
ing. Tests in animals showed that one dose 
of axonally delivered pain medicine could 
last up to four days. 

The potential uses of ars are not lim- 
ited to pain relief. Dr Filler speculates that 
they could eventually be used to treat pro- 
blems such as muscle spasms which do not 
respond well to pain medicines now in use. 
ATFs might also be used to deliver treat- 
ments for diseases of the central nervous 
system, such as multiple sclerosis and Lou 
Gehrig’s disease. A nasal spray with an ATF 
could deliver medicine to certain areas of 
the brain via the olfactory tract. Dr Filler 
hopes to begin clinical trials within two 
years. He first plans to test an anti-seizure 
medication which is used to treat pain that 
opiates cannot treat but is prone to causing 
nausea and drowsiness. If he is right, pa- 
tients could soon be alert and comfortable 
enough actually to enjoy the relief of pain. 
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in a fast changing world of 
global markets and constant 
technological innovation, Britain 
is fast emerging as the dominant 
European market place for 
electronic business solutions, 
applications and research. 





Britain is already the premier inward investment 
location in Europe. It attracts almost a quarter of 
all the inward investment into the EU. British 
business competes on the basis of high quality 
skills and on adding value to goods and 
services. It offers investors new opportunities in 
some of today’s most exciting technology based 
market sectors. 


e The UK is the largest e-commerce market 
in Europe.” 


+ Retail e-commerce is estimated at 


£1.2 billion.* 


æ Business to business e-commerce is 
astimated at £800 million.* 


e Over 80 per cent of UK business is now 
online, up from 63% last year.* 


e Nine out of ten people work in businesses 
that have access to the Internet.“ 

international investors choose Britain because: 

e itis a vital a gateway to Europe. 

it offers a pan-European fulfilment and 
logistic infrastructure. 

it has a modern, deregulated, low cost 
telecornmunications infrastructure. 


‘invest-uk. 


“Intelligent business — Think UK - 


e kt has low personal and corporate tax rates, 
so individuals and businesses keep more of 
their earnings. 

a The workforce is skilled and adaptable. 

*There is a commitment to 
economic stability. 


lasting 


The world’s top companies invest in Britain 
because they know that Britain invests in 
Britain. Overseas capital and British 
know-how are a world-beating combination 
to meet the challenges of the new global 
economy. In fact, last year, another new high 
of investment projects and expansions were 
recorded in the UK. 


Major international companies such as 
Amazon, Cisco, Exodus, Charles Schwab, Intel, 
Motorola, Nortel, Capital One, Microsoft, Lucent 
and many others are already located in Britain. 
They are working with the UK’s modern 
telecommunications infrastructure and skilled 
workforce to make the most of what the 
Internet, information and communications 
technologies and e-commerce can offer. Others 
are conducting cutting edge research and 
development in emerging technologies, many 
in collaboration with our Universities and 
research centres of excellence. World class 
companies establish their international 
research bases in Britain because of the 
excellence of scientists and specialists 
produced by our universities. 


e In telecommunications, the UK has one of 
the fastest growing markets in the world. 










Visit our Websites: 


invest-UK main UK site 
www. invest.uk.com 


R&D Site 
www.ukresearchanddevelopment.com 


*All the above statistics are from the DTI unless otherwise stated 











Invest-UK 


“ „businesses across the UK 
have embraced information and 
communication technologies and 
are seizing the opportunities 
e-commerce presents. The UK is 
among the world leaders in 
e-commerce.” 


Patricia Hewitt, UK E-Commerce Minister. 


e The UK is the world-leading centre of 
excellence for 3G mobile, research and 
development. K 


e Half of Europes semiconductors are : 
UK-manufactured, and 70% of the” 
mobile phones in the world contain a A 
UK-designed chip.(KPMG) : 


invest UK, the new modernised branding of the 
invest in Britain Bureau, reflects the new era in . 
which the bulk of our communications will 
digital. It also mirrors our commitment to the 
knowledge agenda and the devolution of © 
economic development throughout the UK. 


invest UK, its teams in embassies and. 
consulates in key markets world-wide and its — 
partner UK development agencies have a proud 
record in keeping Britain the first choice for. 
investment in Europe. For business focused on: 
e-commerce the UK is the place to be. : 


Invest UK overseas siles 
www.investuk-usa.com 

www investukcanada.org 

www. investuk.de 
www.investukasia.org 

www. investukjapan.org 








With our inflight email, 
your thoughts can be 
on the ground before you are. 
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Starting as a hobbyist movement 
five years ago, “Voice over Internet 
Protocol” is quietly remaking the 
telephone system worldwide. It is 
one of the venerable network's 
biggest overhauls in decades—but 
not its last by a long way 
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The shape of phones to come 





Wie happened to the promise 
of being able to make telephone calls 
to the far side of the world for free, courtesy 
of the Internet? Five years ago, it was widely 
expected that people would, by now, be 
making their long-distance calls from some- 
thing that may have looked like a telephone 
but was actually a personal computer in dis- 
guise. By all accounts, e-phone was going to 
be even bigger than e-mail. 

It all seemed so simple. As words were 
spoken into a microphone attached to a pc, 
the message would be digitised into a string 
of the zeros and ones of computerspeak. In- 
stantaneously, the data stream would be 
compressed and chopped into tiny “pack- 
ets”, each with its own destination address 
and code to mark its position in the message 
chain. The packetised voice message would 

then be squirted over the Internet just 
like any other chunk of data—be it an 
e-mail, web-page or piece of soft- 

ware. As the data packets arrived at 
the receiving end, a computer 
would reassemble them into a 
string of sounds and play them in- 
stantly back over a microphone. 
The best part of Voice over Internet 
Protocol (vorr), as the techies dubbed it, 
was that—apart from the access charge of 
around $20 per month that most users pay 
for a dial-up connection to the Internet— 
phone calls could be made from Tulsa to 
Timbuktu for the price of a local call. So why 
do the vast majority of long-distance and in- 
ternational calls, whether from work or 
home, continue to rely on the pricey old tele- 
phone system? 

To be sure, dozens of start-up firms— 
with names such as Genuity, Net Voice, ITXC, 
Net2Phone, iBasis, PointOne and Go2Call— 
rushed to arbitrage the price difference be- 
tween sending calls over the traditional tele- 
phone system and transmitting them over 
the Internet. Starting from 60m minutes- 
worth of vorr traffic in1997, people initiating 
calls from a pc accounted for 3.4 billion min- 
utes by 2000. But that apparently huge num- 
ber is actually equivalent to a mere 3% of the 
120 billion minutes of international calls cur- 
rently made using the conventional tele- 
phone system. No surprise, therefore, that 
vorr is widely seen as a technology that has 
failed to live up to its promise. 

All the more so now that a number of 
start-up firms offering local vorr services 
have been badly bruised by the collapse of 


the dotcom bubble. Apart from the vorr ser- 
vice providers, there is also a glut of vorr 
equipment makers that have been left chas- 
ing a market that has not grown anywhere 
near as fast as expected. “With too many 1P 
gateway and softswitch offerings out there,” 
says Jahangir Raina of iLocus.com, a market 
research firm based in Britain, “consolida- 
tion seems inevitable.” 

With most to lose, the traditional tele- 
phone companies were voir’s fiercest critics. 
They resented the way that vorr threatened 
totakean axe to their principal source of pro- 
fit, just as growing deregulation and compe- 
tition was beginning to do the same. Unlike 
Internet users, who generally pay just a flat 
monthly fee these days, telephone custom- 
ers are billed not only standing monthly 
charges but also for the duration and dis- 
tance of the calls they place. Because long- 
distance calls once involved chains of oper- 
ators making connections along a route, tele- 
phone users have grown accustomed to the 
notion of having to pay for distance. 

In reality, it now costs the telephone 
companies little more (and often a whole lot 
less) for customers to call long distance than 
to call next door. For one thing, the long-dis- 
tance switching has been fully automated, 
For another, the most expensive part of the 
telephone network these days is the so- 
called “last mile’—where individual con- 
nections thatcarry little traffic have to be laid 
in the ground or strung along telephone 
poles between local exchanges and the 
home or office of every customer. 


Clash of cultures 


To be fair, the telephone companies also had 
genuine concerns about vorr’s technical ad- 
equacies. Ever since the Scottish-born audi- 
ologist Alexander Graham Bell invented the 
telephone in 1876, the whole concept of the 
public telephone network had been based 
on the principle of allocating a dedicated 
connection from one end to the other for the 
duration of a conversation. When one party 
put the phone down, the circuit was 
promptly switched open again so it could be 
used by other callers. 
Switching thus lay at the heart of the tele- 
phone industry’s culture. And the industry’s 
huge investments have been made not only 
in copper and optical cables in the ground, 
but also in powerful switching computers 
that open and close connections so that a 
dedicated circuit can be allocated to each 
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customer for the duration of a call. 

This technological feat is carried out us- 
ing a five-layered hierarchy of switching 
centres, with the “central office” being (mis- 
leadingly) in the local neighbourhood at the 
edge of the network and the “toll”, “prim- 
ary”, “sectional” and “regional” centres be- 
ing situated ever closer to the network’s in- 
ner sanctum. Years of experience had taught 
telephone engineers (“Bellheads”, to the 
trade) that only by switching whole lines to 
individual callers could they guarantee 
the quality of service deemed necessary. 

By contrast, the whole point of the 
Internet is that it is essentially un- 
switched. Packets of data get squirted 
from one routing computer (“router”) 
to another, taking paths which, at that 
particular instant, allow them to com- 
plete the next leg of the journey in the 
shortest possible time. A single mes- 
sage arriving at its destination may 
contain packets that have taken doz- 
ens of different routes to get there. 

That is both the strength and 
weakness of the Internet. Its ances- 
tor, Arpanet, was designed during 
the cold war when it was feared that 
a centralised and hierarchical tele- 
phone network could be vulnerable 
to nuclear attack, What was needed 
was a decentralised network in 
which noone node had overall con- 
trol. Such a packetised network 
might operate more slowly if some 
of its nodes were knocked out, but 
the packets would always find other 
ways to get to their destination. In 
brief, the messages would get 
through. 

But there is a price to pay for the 
Internet's ruggedness. Chopping the 
data into packets at one end and reas- 
sembling them at the other takes time 
and consumes computing power. 
Worse, some packets take a wrong turn 
and arrive many milliseconds, or even 
whole seconds, later than expected. 
They are then either dropped (leaving a 
hiccup in the message that has to be 
fudged by software) or resent (delaying 
the message further). 

That does not matter too much if the 
message is a web-page that is being down- 
loaded or an e-mail that can afford to sit 
around for a few more seconds while all of 
its bits are assembled. But it matters a lot if 
the string of data is speech. It is decidedly 
off-putting to listen to a conversation that is 
constantly pausing and then racing ahead as 
recalcitrant packets turn up. 

It is no surprise, therefore, that the tele- 
phone industry originally considered vorr 
to be as much a joke as a threat. Free it may 
have been, but its stuttering delivery was 
deemed wholly unacceptable. On a scale of 1 


for inaudible and 5 for standard telephone 
quality, Internet telephony was rated an in- 
adequate 3.5. No self-respecting Bellhead 
was going to allow such an upstart as vorr to 
change the tried-and-true way of setting up 
a decently audible call, allocating a dedi- 
cated circuit from end to end, dismantling 
the circuit after use and billing the customer 
for the service. 
But that was before cellular phones 
taught people to accept hisses, crackles and 
gargling sounds on the line. Rated on the 
telephone industry’s quality-of-service 
index, mobile phones score 4 at best— 
and frequently a good deal less. By 1998, 
with competition in the long-distance 
and international business becoming 
cut-throat, the telephone companies 
secretly began to wonder whether 
they really needed such a gold-plated 
network. That was when the full cost 
of an Internet call was already less 
than five cents a minute compared 
with the 1 cents that a circuit- 
switched call was costing the telcos. 
Projections showed that, by 2003, an 
Internet call would be down to 2 
cents a minute, versus 7 cents for cir- 
cuit-switched. 

Besides, it was only a matter of 
time before the data traffic on the 
Internet would overtake the voice 
traffic on the telephone network. 
Once that happened (as it did in 
1997 in America), then the telephone 
companies would have to accept 
that voice was about to become just 
another commodity alongside data 
services. And the telcos’ customers 
would then have to be given good 
reasons to carry on using them. 

When services are commodi- 
tised, notes iLocus’s Mr Raina, it 
means adding value to what you pro- 
vide without incurring high cost. One 
way to do that is to build more high- 
margin features—caller identification, 
call transfer, follow-me around, con- 
ferencing, calling cards, free numbers— 
into the basic low-margin telephone ser- 
vice in a way that adds only marginally 
to the operating cost. And the cheapest 
way todo that? Stop switching circuits and 
send packets instead. 























Getting religion 

The first of the telephone behemoths to get 
the message were the equipment makers— 
Lucent Technologies and Nortel Networks in 
North America, followed later by Siemens, 
Ericsson and Alcatel in Europe. Lucent ac- 
quired a firm called Ascend in 1999 for its 
vorr know-how. And one by one, either 
through acquisitions or crash-programmes 
in-house, the old-line equipment firms 
rushed to join the Internet-telephony fray ? 
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before Cisco Systems, the lead- 
ing supplier of Internet gear, 
and a bunch of feisty newcom- 
ers such as Clarent, Sonus Net- 
works, AudioCodes and Di- 
tech carved up the market for 
vorr equipment among them- 
selves. Even after the “Nasdaq 
correction” in March 2000, 
more than $1 billion of venture 
capital poured into firms de- 
veloping vorr technology. 
Basically, what vorr of- 
fered was a way for the telcos to 
use their bandwidth more effi- 
ciently. Conventional tele- 








route available at that instant. 
The process of boosting the 
quality of vorr has made ita bit 
more cumbersome than it 
would be otherwise. Even so, 
Michael Barkan at Lucent reck- 
ons that an Internet telephone 
call equal in quality to the best 
carrier-class call needs no 
more than 12kbps of band- 
width. For telephone carriers 
struggling to meet the explo- 
sion in demand, adopting vorr 
still translates into a five-fold 
improvement in capacity. 








phone calls require a band- 
width of 64 kilobits per second 
(kbps). By contrast, the codec (compres- 
sion-decompression) tricks used by vorr to 
snip out the pauses and quiet parts of speech 
before transmission (and then reinsert the 
missing blanks at the receiving end) allow 
Internet calls to get away with less than 
é6kbps. Needing to send a tenth as many bits 
of information per telephone call translates 
into a large increase in the amount of traffic 
that can be squeezed through the telcos’ 
pipes. In turn, that spells a cheaper way for 
them to meet the cost of having to double 
their long-distance carrying capacity every 
five years in order to meet demand. 

Despite adding lots of optical cables, 
much of the voice traffic on the telcos’ cir- 
cuit-switched network still runs on low- 
speed “r3” lines. These offer a modest band- 
width of 45 megabits per second. By com- 
parison, 1p data networks—even out at the 
edge of the network—use at least “oc-3” and 
“oc-12” optical cables that are capable of 155 
and 622 megabits per second respectively. 
With the bulk of the telephone traffic travel- 
ling over such slow lines, making the whole 
of the network run at 1p speeds was going to 
be impossible or at least prohibitively ex- 





An extension of this is called “Diffserv”, 
which lets Internet service providers offer 
different levels of service to different users. It 
does this by allocating a portion of the band- 
width for priority traffic which varies with 
the demand. Another dodge is to fragment 
large data packets so that unacceptably long 
delays are less likely to occur. 

Finally, a number of equipment suppli- 
ers, including Siemens in Germany and 
Newbridge Networks in Canada (now part 
of Alcatel of France), have developed propri- 
etary techniques that allow carriers to offer 
various qualities of service over the Internet, 
ranging from data (lowest grade) to speech, 
music and full-motion video (highest grade). 
They do this by making the clunky 1p packets 
masquerade as the small, specialised packets 
used by a high-speed form of networking 
known as Asynchronous Transfer Mode 
(arm), a technology that combines the qual- 
ity of the telephone world’s circuit-switching 
with the robustness of the Internet’s packet- 
switching. Unlike an 1p packet, however, an 
ATM packetisa fixed size (a tiny 53 bytes) and 
is transmitted over a predetermined path in- 
stead of being sent by the most convenient 


Unplug this, connect that 


vorr’s change of fortune came 
in 2000 when, one by one, the large tele- 
phone carriers started to replace parts of 
their traditional infrastructure with various 
types of 1p-based multi-service networks. 
The irony is that the new-style carriers that 
helped create the 1p telephony business 
when it was still a niche activity for pc hob- 
byists have found the going tough and are 
facing a shake-out. Meanwhile, voir is thriv- 
ing within the traditional telcos that tried to 
stifle it. 

In America, ssc Communications has 
deployed vorr gateways from Nortel; ara 
and Verizon have bought Lucent's soft- 
switches and 1p gateways. In Europe, Cable & 
Wireless has signed a $1.4 billion deal with 
Nortel as part of its plan to build a $5 billion 
global rr network. It wants to offer corporate 
customers such features as virtual private 
networks (dedicated lines over the Internet), 
local-area networks and wide-area net- 
works as well as Internet telephony, all as a 
unified service. 

But it is Asia which is adopting Internet 
telephony faster than anywhere else. China 
already generates more voir traffic than any 
other country except America. In Japan, 12% 





pensive. In the patois of the 
technology, telephone net- | 
works do not scale easily. : 

But while the Internet wins 
hands down on speed and 
ruggedness, what about its in- 
ability to handle speech prop- 
erly? That, actually, has proved 
somewhat less of a problem 
than expected. One approach 
adopted by the Internet Engi- 
neering Task Force, a voluntary 
body that promotes new tech- 
nical standards, is an enhance- 
ment called the Resource Res- 
ervation Protocol. This sets 
aside a bit of the bandwidth on 
the Internet’s backbone for 
those kinds of packets (such as 
audio) that have critical timing 
requirements. 














INTERNET 
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PRIVATE TELEPHONE NETWORK 


of all international calls now go 
over iP networks. The reason 
for all this activity in Asia is 
good fortune: deregulation of 
telecommunications arrived 
in the region just as vorr finally 
became mature enough to do 
the job. With no legacy equip- 
ment to worry about, the new 
telephone carriers entering 
Asian markets were able to 
adopt vorr. Incumbent carriers 
then had to follow suit. 
Though far from easy, the 
migration from circuit-switch- 
ing to packet-switching that 
the telephone carriers have 
now embarked upon promises 
a neat way to kill two birds 
with one stone. In the short 
term, it gives them a means for 
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delivering more value to their customers 
while spending less on operating costs. In the 
long-term, voir also provides a stepping 
stone to what ought to be their ultimate goal: 
the ability to offer a unified, 1p-based, multi- 
service network that does the job not only of 
today’s telephone system and Internet, but 
also the internal telephone networks and 
private data networks that organisations use 
to shuffle their information around. 


Three steps ahead 


To get there, however, the telephone compa- 
nies are having to tread carefully. The first 
step is to replace their Class 4 switches (toll 
centres and tandem exchanges that funnel 
calls between central offices) with 1P gate- 
ways and routers, so that the bulk of their 
long-distance and international traffic can 
then travel in Internet-style packets along 
with the data and multimedia traffic. The 
next step will be to take the packetisation of 
the network farther out towards the edge of 
the network, replacing their Class 5 switches 
(central offices) with 1p gear~so that local 
calls, data and multimedia can all travel to- 








gether as well. As a final step, the telcos will 
need to push full 1p services all the way out 
across the “last mile” to the home. By then, a 
radically new type of telephone will be 
available (see box below). 

Before that, however, companies are go- 
ing to be pressing their local carriers for 1p so- 
lutions that allow them to merge the two dis- 
parate networks--one for telephone and fax, 
the other for data and multimedia—that 
they currently have to maintain separately 
at considerable expense. With e-mail and 
data displacing voice, telephone traffic is set 
to become an increasingly minor part of the 
average company’s communications bill. 
Already, firms with heavy communications 
needs are beginning to replace their clunky 
pgx (private branch exchange) machines 
with i equipment, freeing them to run their 
telephone and fax services on their high- 
speed data networks. 

The market for corporate vorr looks par- 
ticularly promising. Richard Heaps, the chief 
operating officer of Clarent, expects 2001 to 
be the year that demand for 1p telephony 
within large companies finally takes off. Un- 
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til now, manufacturers such as Clarent, one 
of the top three suppliers of vorr gateways 
and gatekeeper software, have had to push 
their products on to the service providers. 
But now that the corporate sector is begin- 
ning to take network convergence seriously, 
the equipment makers expect to see some 
pull from the market instead. 

Where all this is leading is hard to say. 
But one thing is certain: the Internet, as it ts 
known today, will not be up to all the de- 
mands that are about to be made on it. A 
wholly new, far bigger, packet-switched net- 
work--one that combines the scalability of 
the Internet with the quality and global 
reach of the telephone system—is going to 
have to be built from scratch. “This new net- 
work will be bigger than the world’s tele- 
phone system, more revolutionary than the 
Internet, and have the potential to create 
more wealth than even the ec industry,” 
says Paul Johnson of Robertson Stephens, an 
American investment bank. In short, it will 
be the network that connects everything to 
everything. When? The foundations are al- 
ready being dug. L 
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Upgrading the Internet 





DATA NETWORKS 


The Internet is like an overloaded highway that needs to be upgraded. But if done 
badly, the Internet's ability to support innovative, as-yet unimagined applications 


could be in jeopardy 


UINTESSENTIALLY modern though it 

may seem, the Internet is in many re- 

spects an example of an overstretched 
infrastructure built in the 1970s. Like any 
other piece of infrastructure, whether a 
bridge or a highway, that was designed so 
long ago, it is groaning under the enormous 
weight of traffic it has attracted. The Internet 
now needs an overhaul if it is to cope with 
the mushrooming demand from millions of 
additional computers, hundreds of millions 
of new users, desire for ever-faster connec- 
tions, and an expected boom in access from 
mobile devices. Its original architectural 
structure has lasted surprisingly well. But the 
time has come to improve the fabric of the 
network itself: the software protocols on 
which it is founded. 
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There is no shortage of things that need 
to be fixed, nor of ideas about how best to fix 
them. But according to Vint Cerf—the net- 
working guru who, with his colleague Robert 
Kahn, devised the Internet’s original ar- 
chitecture in the 1970s—two challenges 
stand out. First, the growing shortage of ad- 
dresses needs to be dealt with. Second, the 
network needs to be scaled up to cope with 
faster connections in an efficient manner. 
The reason these two problems are so impor- 
tantis that unless they are fixed properly, the 
“end-to-end” principle on which the In- 
ternet was founded could be under threat. 
And that could have serious repercussions. 

End-to-end, in essence, is the idea that 
the network should be as dumb as possible, 
and just do one thing: send packets from one 





place to another, without discrimination. All 
packets must be treated equally, and their 
contents are not to be tampered with. Al- 
though packets may arrive at their destina- 
tion in a different order, or may not arrive at 
all, the advantage is that the machines at 
each end of the connection do not have to 
worry about how the packets are delivered. 
Since no assumptions are made about those 
packets as they travel across the network, 
there are no constraints on the uses to which 
they can be put. In brief, the simpler the net- 
work architecture, the better it can cope with 
new applications. 

Indeed, when they designed the In- 
ternet’s packet-based architecture, Dr Cerf 
and Dr Kahn had no idea that it would end 
up being used for the web, video streaming 
or Napster—all of those ideas came later. 
“There’s a freedom about the Internet,” 
notes Tim Berners-Lee, the creator of the 
web. “As long as we accept the rules of send- 
ing packets around, we can send packets 
containing anything to anywhere.” 

In order to maintain the Internet’s inno- 
vative environment, then, it is vital to pre- 
serve its end-to-end nature. But this is far 
more easily said than done. One danger is 
that short-term fixes will be adopted that 
disregard the end-to-end principle, and thus 
unwittingly hinder future innovation. 
Worse, now that the Internet has gone from 
being an academic network populated by 
geeks and boffins to an artery of commerce,a 
disjunction is emerging between whatis best 
from a purely engineering point of view and 
what makes sense commercially. Can the In- 
ternet’s uniquely vibrant ecosystem, in 
which innovation flourishes and unex- 
pected new applications can spring up al- 
most overnight, be preserved? 


Change of address 


The more immediate of the Internet's two big 
problems, and the easier one to solve, is the 
shortage of addresses. Each machine on the 
network is given a number, called an 1p (In- 
ternet Protocol) address, which is used to la- 
bel packets of data sent to and coming from 
that machine. This makes it possible for two 
machines to communicate simply by lob- 
bing appropriately addressed packets on to 
the network, like sending postcards. The pro- 
blem is that the current specification for 1p, 
called 1p version 4 or 1pv4, only allows for 
around 4 billion addresses. Each address is a 
string of 32 binary digits, or bits, which al- 
lows for 4,294,967,296 combinations. 

In the 1970s, this seemed like more ad- 
dresses than would ever be needed. But 
when the Internet went mainstream in the 
1990s, it became clear that 1pv4’s addressing 
scheme would have to be extended. Indeed, 
the way addresses are doled out means that 
there is already a shortage. Large organisa- 
tions can reserve several thousand of them, 
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“The problem is that so far, aside from a few experimental 
machines, almost nobody is using IPv6.” 


not all of which may end up being used. So, 
in the early 1990s, work began on a new ver- 
sion of the protocol that, fora start, would al- 
low for more addresses. 

When it came to overhauling the In- 
ternet’s addressing system, the networking 
wizards did not do things by halves. They 
proposed a switch from 32-bit addresses to 
128-bit ones. In other words, there will end 
up being a theoretical maximum of the cur- 
rent number of addresses squared, and 
squared again: around a third of a duodecil- 
lion (340,282,366,920,938,463,463,374,607,431; 
768,211,456 to be precise). Or, put another 
way, 4 billion addresses for each of 4 billion 
people on each of 4 billion planets in each of 
4 billion galaxies. This should be enough to 
cope with expected growth in the numbers 
of mobile devices, Internet-capable house- 
hold appliances, and so on for the next few 
millennia. The new protocol, originally 
known as “next generation 1P”, was eventu- 
ally named 1Pv6. (1pv5 was an experimental 
protocol that is no longer used.) 

The process of developing 1pv6 sparked 
a vigorous debate. Some engineers felt that 
since the move to 1pv6 would require up- 
grades to millions of machines, it presented a 
good opportunity to fix other problems be- 
side the shortage of addresses. Why not add 
a payment mechanism, security features, 
prioritisation of traffic, or explicit support 
for audio and video streams? 

Steve Deering, the lead designer of 1pv6, 
who now works at Cisco Systems, took the 
view that less is more, and that adding fancy 
features to 1p was not in keeping with the 
end-to-end philosophy. As a result, evé has 
low-level encryption and authentication 
features, and support for automatic configu- 
ration so that devices can simply be plugged 
in and start working. But implementing 
higher-level features such as payment 
mechanisms, traffic prioritisation or explicit 
support for media streams was, he decided, 
unwise—because it would involve second- 
guessing the future development of the In- 
ternet, and thus constraining it unnecessar- 
ily. The Internet’s original designers had not 
made any such assumptions, and the result 
was a surge of innovation. Making the wrong 
assumptions, he worried, might prevent in- 
novation in future. 

1pv6 software is now available, at least in 
prototype form, for almost all computers, 
and it is increasingly supported in network 
hardware (notably in routers, which direct 
traffic) as well. Perhaps most importantly, 
1pvé has been adopted as a standard by the 
makers of “third-generation” mobile tele- 
phones, which hope to sell hundreds of mil- 
lions of Internet-capable phones, and would 


therefore have run right into the shortage of 
rpv4 addresses. One of the cleverest things 
about 1rv6 is its ability to work alongside 
1pv4. Streams of 1pvé6 traffic can be wrapped 
up inside 1pv4 packets, allowing computers 
that understand 1pv6 to communicate via 
intermediate links that do not. The idea is 
that to start with, there will be a few islands 
of 1pv6é machines in a sea of 1pv4; but as 1Pv6 
spreads, there will eventually be islands of 
1pv4 in a sea of 1pv6. The problem is that so 
far, aside from a few experimental ma- 
chines, almost nobody is using 1Pv6. 

Instead, the end-to-end model is already 
breaking down. The shortage of addresses is 
widely dealt with via an inelegant fudge 
called network address translation (NAT). 
This involves putting a computer between, 
say, a company network and the Internet, 
and relabelling passing packets to enable a 
large number of machines on the company 
network to share a smaller number of 1pv4 
addresses. This is in violation of the end-to- 
end principle, since the network is no longer 
dumbly passing packets from one end to an- 
other but is meddling with their innards, 
and it causes software that relies on particu- 
lar machines having a fixed 1p address to 
stop working. Ray Ozzie of Groove Net- 
works, the man behind Lotus Notes, recently 
described the Internet as “fundamentally 
broken” because of nar and 
firewalls, which also violate 
end-to-end by blocking cer- 
tain types of traffic on the 
grounds of security. 

The lack of adoption of 
1pvé6 is not really surprising. 
There is little incentive for 
anyone to switch to it. The 
use of NAT boxes offers a 
quick fix for the shortage of 
addresses. And while 1pv6 
offers a more elegant sol- 
ution, if nobody else is using 
it, why bother to upgrade? 
The answer, of course, is that 
otherwise the Internet will 
suffer in the long term. 

The switch to Ipv6 is 
clearly vital if the Internet’s current flower- 
ing of innovation is to continue. Perhaps the 
use of 1pv6 in mobile devices—which are 
widely expected to outnumber machines 
connected to the Internet by fixed connec- 
tions within a few years—will be the factor 
that encourages everyone else to switch. An- 
other possibility, raised by Pete Loshin, a 
computer consultant and the author of 
“tpv6 Clearly Explained”, is that 1ev6 might 
spread in the form of a “disruptive technol- 
ogy”. In other words, 1pvé might take off in a 
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architect of the Internet 





totally new application that the current in- 
cumbents in the networking business have 
not foreseen, rather than simply via up- 
grades of existing equipment. The vast num- 
ber of addresses might make 1pv6 an ideal 
way to do inventory control, for example, 
with an embedded wireless chip in every 
item in a supermarket, library or warehouse. 
When Mr Loshin mentioned this provoca- 
tive idea at a conference on 1pv6, where the 
discussion was narrowly focused on the 
question of which existing vendors in the 
computer industry were supporting 1pv6, 
jaws dropped around the room. 

But the fact remains that even if every- 
one switched to rrv6 overnight, the future of 
the end-to-end philosophy would still be 
under threat, because of the second of the 
two challenges identified by Dr Cerf: the 
growth of high-speed “broadband” connec- 
tions, and the associated demands from us- 
ers that such connections deliver a guaran- 
teed level of service. At this point, the lofty 
engineering ideals behind end-to-end col- 
lide with the harsh realities of economics. 


The problem with quality 


In retrospect, it is perhaps surprising that the 
idea of treating all data packets equally sur- 
vived the Internet’s switch from being an ac- 
ademic toa commercial network. Visit a web 
server on the other side of the world, and the 
packets that travel between it and your com- 
puter will pass over the networks of perhaps 
a dozen different Internet service providers 
(isps), who have no direct 
business relationship with 
you. There was no need to 
negotiate the right to transfer 
data in advance. Instead, it 
all just worked, and the web 
page popped up on your 
screen. The tsps realised that 
agreeing to carry traffic for 
each other’s customers was 
in everyone’s interests. 

But the rise of broadband 
connections complicates 
this picture. There are a num- 
ber of reasons why the pro- 
viders of broadband con- 
nections might no longer 
find it in their interests to ad- 
here to the end-to-end prin- 
ciple. These reasons were outlined recently 
by Lawrence Lessig of Stanford University 
and Mark Lemley of the University of Cali- 
fornia at Berkeley. For a start, many broad- 
band providers offer special content, such as 
movies and music on demand, to their 
broadband subscribers. Since this content is 
the basis of their competitive advantage, 
providers have no incentive to supply rapid 
access to competing providers’ content or 
networks, which is obviously contrary to the 


notion of end-to-end. And whereas provid- » 
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ers of dial-up connectivity gener- 
ally do not own the physical con- 
nections into their subscribers’ 
homes (the telephone wires), pro- 
viders of broadband connectivity 
generally do. They are thus in a po- 
sition to place limits on the kinds 
of services that can be provided 
over their connections. Again, this 
poses a potential threat to the end- 
to-end concept. 

But potentially most worrying 
is the idea of “quality of service” 
(Qos). With high-bandwidth con- 
nections, users expect high perfor- 
mance. Streaming audio and 
video, and Internet telephony, 
also require a guaranteed mini- 
mum level of performance (see page 18). 
There are, says Dr Cerf, two competing ap- 
proaches to providing this: one is simply to 
make the whole network go faster, so that 
even the slowest links are acceptably fast; the 
other is to introduce new protocols that al- 
low users to negotiate a connection with a 
guaranteed quality of service. (Dr Cerf ad- 
mits that he oscillates between support for 
these two ways of doing things.) The first ap- 
proach is obviously simpler and neater, and 
preserves end-to-end, but it overlooks the 
fact that rsrs are inclined to treat their own 
customers’ traffic with a higher priority than 
that of their rivals’ customers. Soa number of 
protocols are under development to allow 
the negotiation of guaranteed-quality con- 
nections across the Internet. The question is: 
can such Qos protocols still be consistent 
with end-to-end? 

One research effort that is looking into 
this area is Internetz, a not-for-profit consor- 
tium that is a deliberate recreation of the 
partnership between American academia, 
industry and government that led to the de- 
velopment of the Internet in the first place. 
The idea is to develop new protocols and 
technologies, initially for academic use, in 
the hope that they will filter into the main- 
stream, just as today’s Internet technologies 
did. Guy Almes, Internet2’s chief engineer, 
says that the key problem is implementing 
Qos at the boundaries between different net- 
work providers. How do different networks 
tell each other what level of service they can 
provide? One approach being pursued in the 
commercial arena is to provide different lev- 
els of service at different prices. But the logi- 
cal extension of this approach is that access- 
ing high-bandwidth content across multiple 
service providers’ networks would require 
negotiation for each mouse click. At the mo- 
ment, says Dr Almes, users can access sites 
on the other side of the world without hav- 
ing to negotiate in advance. “Preserving that 
in a Qos world is hard,” he adds. The In- 
ternetz researchers hope that it will be possi- 
ble to devise ways to provide a guaranteed 
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level of service for applications that require 
it—such as audio streaming or tele-opera- 
tion—without having to get involved with 
the commercial implications. The hope is 
that it will be possible to find a middle way 
between today’s “best effort” Internet 
(where no guarantees are made about Qos) 
and the scenario where high-speed connec- 
tivity is only guaranteed between customers 
of the same isp. 


Show me the money 


But can those working on new Qos protocols 
really expect to be able to ignore the eco- 
nomics? Because one way to square the circle 
of providing Qos, while maintaining end-to- 
end, might be to do what has hitherto been 
regarded as unthinkable: to build a payment 
mechanism into the Internet’s foundations. 

This, at least, is the idea of Dave Clark of 
Massachusetts Institute of Technology. It was 
Dr Clark, along with two other mrt research- 
ers, who popularised the term “end-to-end” 
in a paper published in 1981. When 1pv6 was 
being designed, Dr Clark was among those 
who called for it to incorporate support for 
prioritisation of traffic and gos. But, he says, 
Dr Deering resisted the idea because “it 
raises an ugly factor, which is payment”. His- 
torically, the Internet’s protocol designers 
have, says Dr Clark, been rather proud of the 
way they have studiously ignored the econ- 
omic realities of the Internet. He and others, 
including Dr Cerf, believe this position is no 
longer tenable. 

In the grand scheme of things, says Dr 
Clark, even 1pv6 is just a short-term fix. He is 
one of a handful of researchers who have 
just been granted research funds by the Pen- 
tagon’s Defence Advanced Research Projects 
Agency (DARPA), the body that first fostered 
the development of the Internet, to look into 
the long-term architecture of the Internet. 
The resulting initiative, called the Newarch 
Project, is taking a completely clean-sheet 
approach to the design of the Internet over 
the next 25 years, based on the lessons 
learned over the past 25 years. (The team is 





studiously ignoring the question of 
how this network might get built, 
and how users might migrate to it 
from today’s Internet.) Dr Clark’s 
idea is that the only way to ensure 
the future of end-to-end is to build 
support for payment right into the 
Internet Protocol. This would ac- 
knowledge the fact that in some 
circumstances, the only way to get 
service providers to adhere to the 
end-to-end philosophy is to pay 
them todoso. 

Admittedly, that approach 
will involve negotiation within the 
network, which is itself contrary to 
the spirit of end-to-end. But Dr 
Clark’s point is that the alternative 
is worse. Religious adherence to the end-to- 
end principle by protocol designers is no 
good in a world where broadband providers 
can do as they please. Without a payment 
mechanism, end-to-end is doomed. “gos is 
not being deployed today in an open, end- 
to-end way because we haven't developed a 
good economic model alongside the techni- 
cal model,” he says. 

Already, Dr Clark’s team at mit is work- 
ing on new protocols to enable automatic 
negotiation of terms of service for users of 
mobile devices communicating over the 
popular 802.11b wireless protocol. The idea, 
he says, is that as you walk down a street 
with your laptop, it negotiates with base sta- 
tions in the area and decides whether to set 
up a connection based on the price con- 
straints you have specified. Perhaps, he sug- 
gests, it will be possible to create a spot mar- 
ket in mom-and-pop connectivity by 
building payments into the connection pro- 
tocol. It sounds alluring, though the idea of 
micropayments, which has been proposed 
many times before, has yet to take off. 

Clearly, overhauling the Internet’s ar- 
chitecture in a way that balances engineer- 
ing and commercial concerns is a thorny 
problem, and one that even the Internet's 
most gifted wizards have so far been unable 
to solve. But nothing less than the Internet's 
ability to support and promote innovation is 
at stake. The demise of the end-to-end prin- 
ciples that have served the Internet so well 
would be a tragedy: users might find them- 
selves fenced off within “walled gardens” of 
content, and the emergence of hitherto un- 
imagined new applications might be stifled. 
Were that to happen, the last decade of the 
20th century might come to be seen as an all- 
too-brief golden age of openness and inno- 
vation that was fatally undermined by 
short-termism and greed. “What worries me 
more than anything is: are there business 
models that can ensure that the net can sup- 
port itself?” says Dr Cerf. “If it can’t sustain 
itself, it will go away. And Idon’t want it togo 
away, because it’s so much fun.” E 
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The fuel cell’s bumpy ride 
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ENERGY 


Motor manufacturers are betting heavily on fuel cells as the engines for 
tomorrow’s cleaner cars. But how to make and store the hydrogen fuel? 


j p thundering tom-toms just might be a 
sign of big changes ahead. Not long ago, 
dozens of people from around the world de- 
scended upon an idyllic country retreat in 
Canada for a most energetic pow-wow. The 
motley crew sat in a giant circle with native 
drums of every imaginable size and shape, 
and banged away till green inspiration 
struck. They then strategised about how to 
move the energy world beyond the filthy but 
durable workhorses of today—fossil 
fuels and internal combustion en- 
gines. They agreed that the future be- 
longs to fuel cells, which produce 
clean energy by combining hydrogen 
with oxygen without combustion. 

Now, here is the weird part: those 
peculiar percussionists were not 
wild-eyed greens, but sober technical 
experts from the world’s biggest car 
companies, energy firms and research 
laboratories. Indeed, the whole shin- 
dig was organised by the new hydro- 
gen division of sr, an oil giant. The 
reason for their enthusiasm was that, 
more than 150 years after its inven- 
tion, the fuel cell is finally about to be- 
come a commercial reality. 

In simple terms, fuel cells com- 
bine hydrogen and oxygen to pro- 
duce electricity, while avoiding com- 
bustion and emissions any nastier 
than water and heat. Although there 
are variations on the theme, the most 
promising type of fuel cell is the “pro- 
ton-exchange membrane”. This is a 
sandwich of two electrodes—an anode and 
acathode—with a polymer membrane serv- 
ing as an electrolyte stuck in the middle (see 
illustration overleaf). At the anode, hydro- 
gen gives up its electron with encourage- 
ment from the platinum catalyst. While the 
hydrogen ions (protons) slip through the 
membrane, the electrons are forced to travel 
around an external circuit, producing a cur- 
rent that can power a car or a computer. 
When the protons reach the cathode, they 
join with the electrons and combine with 
oxygen from the air to create water and heat. 
The result is clean energy with no harmful 
emissions. 

Already, it is clear that the electricity in- 
dustry will be turned on its head by fuel-cell 


“micropower” units that are about to come 
on the market. Given the inadequacies of to- 
day’s battery technology for such things as 
laptops and mobile phones, it seems likely 
that tiny fuel cells will transform the market 
for portable power, too. 

But some think that fuel cells might even 
reach hydrogen’s promised land: to become 
the power source of choice for transport. 
Nearly all of the world’s leading motor man- 





Green but no slowcoach: a Cobra with hydrogen in 
the tank will attempt to break the 108mph 
land-speed record for fuel-cell cars this summer 


ufacturers are trying to develop fuel-cell cars. 
Goaded on by government threats of “zero 
emission vehicle” mandates in California 
and curbs on carbon emissions in Europe, 
they are pouring billions of dollars into fuel- 
cell research. They vow to have fuel-cell cars 
on the market by 2004. 

So the hydrogen revolution is about to 
transform ground transport? Do not hold 
your breath. In fact, fuel cells might yet prove 
to be a costly and humiliating flop in cars, 
even as they take off in other applications. 
The reason is that the world is just not set up 
to deliver hydrogen on demand. 

In tackling that slightly awkward pro- 
blem, fuel-cell fans fall into two camps. One 
camp thinks that hydrogen infrastructure 


THE ECONOMIST TECHNOLOGY QUARTERLY MARCH 24TH 2001 





will be far too costly to build for decades to 
come, and so wants to use some interim fuel 
during the transition. Such voices point to 
studies suggesting that building a hydrogen 
infrastructure could cost $100 billion or more 
in America alone. The other camp reckons 
that the investment needed will be much 
less, and insists that going direct to hydrogen 
is the only sensible option. Who is right, 
never mind who will win, is unclear. 


The reform club 


Everybody agrees that the greenest and most 
elegant way to feed fuel cells is using hydro- 
gen fuel directly. Indeed, some day in the fu- 
ture, the hydrogen may even be derived 
from renewables. Until that Utopia arrives, 
many firms plan to use interim fuels such as 
methanol or petrol and extract hydrogen on 
board the vehicle using a “reformer”. Such 
cars would not be emission-free, but would 
still be much cleaner than today’s vehicles. 

The methanol champions argue that, 
unlike petrol, their fuel can be pro- 
duced from a variety of sources rang- 
ing from natural gas to “biomass” (ie, 
plant matter, cow dung and such like). 
This may make methanol attractive in 
poor countries, which use a lot of bio- 
mass. Rich countries may prefer 
methanol because it would reduce 
their dependence on OPEC. 

Advocates note that there are big 
plants today producing methanol; in- 
deed, there is a global glut. They sug- 
gest that this is enough to feed early 
fuel-cell cars, and so help to achieve 
mass-market economies of scale—at 
which time hydrogen can make a 
graceful entry. Maybe. The danger is 
that as methanol fuel cells take off, 
output will have to be increased and 
retail distribution expanded, leading 
eventually to stranded assets. Sceptics 
argue that it might be cheaper to go 
straight to hydrogen. 

Even so, DaimlerChrysler gushes 
about its “direct methanol” fuel cell, 
which needs no reformer at all. It re- 
cently demonstrated a 3 kilowatt version 
which powered a go-kart. If perfected, this 
would bea genuine breakthrough. However, 
huge technical hurdles remain and com- 
mercialisation looks a decade or two away. 

The best argument for methanol ref- 
ormation is that it clearly works, while petrol 
reformation remains in doubt. That is chiefly 
because petrol—a far more complex fuel 
than methanol—contains carbon-carbon 
molecular bonds that take a lot of energy to 
break. Petrol reformers must operate at high 
temperatures (ie, 800°-900°C), while metha- 
nol reformers run at perhaps a third of that 
temperature. The methanol backers gloat 
that they have more or less solved the chief 
technical puzzles: Daimler’s new NECAR5 » 
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boasts a reformer that powers a 50 kilowatt 
fuel-cell stack, while petrol reformation re- 
mains stuck in the laboratory. 

But the petrol researchers insist they 
have made great progress in recent months. 
Bill Innes of Exxon Mobil claims that his 
firm’s fuel-cell alliance with General Motors 
and Toyota, which has been spending $100m 
a year on research, has made a breakthrough 
with its laboratory reformer. He is hoping to 
install it in a fuel-cell vehicle by the end of 
this year. 

However, even if his team can get the 
size and cost to reasonable levels, it will be 
difficult to ensure that the fuel-cell has a 
snappy response. That is because the com- 
plicated workings of a petrol reformer tend 
to slow the response of the fuel cell to an in- 
tolerable level. Exxon Mobil claims that its 
equipment solves this problem by control- 
ling the fuel composition precisely. But that 
is a task that today can barely be done on the 
laboratory bench. Whether and when this 
can bedone on the open road is unclear. 

If petrol reformation takes off, methanol 
will lose out. After all, petrol is ubiquitous 
and familiar and the world is set up to deal 
with iton a massive scale. However, there isa 
wild card that could still cause petrol ref- 
ormation to fail in the market, argues Robert 
Williams of Princeton University. That is the 
recent arrival of highly efficient hybrid cars 
such as the Toyota Prius and Honda Insight 
that combine petrol engines with electric 
motors. He argues that as long as the main 
competition for the petrol fuel-cell car was 
the conventional internal combustion en- 
gine car, the economic case made some 
sense. The higher initial cost (an extra $5,000, 
including the reformer) could be more than 
offset by the likely doubling of the fuel effi- 
ciency plus the environmental benefits. 
However, these new hybrids achieve levels 
of fuel efficiency and emissions comparable 
to those of petrol fuel-cell cars today—but at 
a much lower cost, even when the manufac- 
turers’ hidden subsidies are discounted. It is 
quite possible that petrol fuel-cell cars could 
lose out to hybrids and thus fail to capture 
the market share needed to succeed. 

Encouraged by the clouds hanging over 
reformers, some argue for a move direct to 
hydrogen. Before contemplating the eco- 
nomics, however, enthusiasts for such an 
approach must first surmount three hurdles 
that opponents claim are insurmountable: 
safety, storage and supply. The easiest to 
tackle is safety. Hydrogen is often perceived 
as dangerous, but that reputation is largely 
undeserved. It is true that hydrogen is in- 
flammable. But methanol is corrosive and 
extremely toxic, and petrol is both a carcino- 




























































































gen and easily ignited. A related factor is that 
hydrogen is a gas at room temperature and 
disperses rapidly, unlike methanol and pet- 
rol. With public education and garage-style 
handling, hydrogen can be at least as safe as 
today’s fuels. 


Unbearable lightness 


A tougher challenge is storage. The problem 
is that hydrogen has the smallest atomic 
structure of all elements. That causes two 
problems when trying to handle it. One is 
that, being so tiny, hydrogen atoms can wig- 
gle through the crystal lattice of the material 
used to contain it. The leakage from a pres- 
surised hydrogen tank could be significant. 
The second problem is a consequence of the 
fact that, being so small, hydrogen is also ex- 
ceptionally light. In a typical gaseous storage 
system, it has only a tenth of the volumetric 
energy density of petrol. 

The obvious answer is to compress the 
hydrogen. Impco, the leader in this field, has 
devised an ingenious all-composite tank 


“Car makers are pouring billions into fuel-cell research and 
vow to have fuel-cell cars on the market by 2004.” 
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that can hold enough hydrogen at a pressure 
of 5,000 pounds per square inch (psi) to tra- 
vel 300 miles. The tank meets stringent safety 
standards and is expected to cost only about 
$1,000. Holding more than 40 gallons of hy- 
drogen, it is still far bulkier than the average 
petrol tank. But the firm is testing a tank ca- 
pable of storing hydrogen at 10,000psi, 
which should be much more compact. 

The best way to store hydrogen, how- 
ever, may well be in some solid form. That 
would offer advantages of safety as well as 
convenience. Some experts point to the pro- 
mise of so-called carbon nanotubes—a form 
of carbon that experiments suggest could re- 
versibly store astounding quantities of hy- 
drogen. But that is fantasy for the time being. 
A more tangible approach involves metal 
hydrides, which store and release hydrogen 
in the way that the batteries in some of to- 
day’s mobile phones and laptop computers 
do. The firm that pioneered the rechargeable 
nickel-metal hydride battery, Energy Con- 
version Devices (ecp) of Troy, Michigan, 
claims to have repeated the same trick with 
fuel cells. 

Though rivals are sceptical, ecp’s Alas- 
tair Livesey says tests prove that its new 
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_ metal hydride can be recharged in just a few 
minutes; will last for over 500,000 miles; and 
can travel 300 miles without refuelling. The 
tank will weigh about 220 pounds—twice 
the weight of a full petrol tank—but be only 
slightly larger, and drivers could fill it up 
with hydrogen at filling stations. The firm 
and its oil industry partner, Texaco, believe 
they can get this project from the research 
phase to the mass market within five years. 

But what about supply? In itself, hydro- 
gen is just a fuel, not an energy source. Hy~ 
drogen is the most abundant element in the 
universe, but rarely exists in its free state on 
earth—being found normally in combina- 
tion with oxygen (as water) or carbon (as 
methane and other hydrocarbons). As a re- 
sult, it always takes energy to free it for use, 
whichever way itis produced. 

One approach is to strip hydro- 
gen out of hydrocarbons. Firms al- 
ready do this today by reforming nat- 
ural gas at centralised plants. The 
hydrogen produced in this way is 
used to make ammonia fertilisers and 
to “lighten” heavy grades of crude oil. 
The earth’s vast reserves of coal could 
also be tapped. The production costs 
of hydrogen from such centralised 
approaches could be competitive 
with that of petrol, but the snag is that 
an expensive system of pipelines or 
tankers would still be needed to get 
that hydrogen to consumers. 

Another approach is electrolysis, 
which zaps hydrogen free from water 
using electricity. This process is en- 
ergy intensive, so large-scale electrol- 
ysis is likely to take off first in places 
with cheap, clean sources of hydro- 
electricity. However, it does benefit 
from the fact that its two prerequi- 
sites, electricity and water, are fairly 
well distributed around the world. 





Crunching the numbers 

Even if safety, storage and supply are sorted 
out, does a direct shift to hydrogen make 
economic sense? It might, provided three big 
“ifs” are fulfilled—if the hydrogen is phased 
in over time, if governments give hydrogen 
strong regulatory support, and if manufac- 
turers produce hydrogen cars that consum- 
ers actually want to buy. 

To reduce the cost of manufacturing fuel 
cells and win public aeceptance, central and 
local authorities will have to encourage a 
shift to hydrogen for fleet vehicles such as 
city buses, delivery trucks and so on. Since 
such vehicles are roomy, compressed hy- 
drogen tanks will not be much of a penalty. 
Fleets of commercial vehicles have the 
added advantage of refuelling at central de- 
pots. So, setting up the infrastructure for re- 
fuelling them will be less of a problem. Al- 
ready, hydrogen buses have been roaming 


the streets of Vancouver and Chicago. The 
World Bank believes such vehicles could 
play a role in helping to reduce urban smog 
in poorer parts of the world. 

Phasing in hydrogen infrastructure is 
thus the first part of the puzzle. The oft-cited 
estimates of $100 billion or more for that are 
outlandish. That is because duplicating to- 
day’s petrol infrastructure, from day one, is 
simply not necessary. Experience with the 
introduction of diesel in America and un- 
leaded petrol in Germany shows that even if 
only 15% of forecourts offer it, a new fuel can 
become widely accepted. 

Directed Technologies, a consultancy 
based in Arlington, Virginia, argues that hy- 
drogen can be produced ina distributed way 
economically. One option is to tap into the 





existing natural-gas grid to reform hydrogen. 
Firms such as International Fuel Cells of 
South Windsor, Connecticut, are now de- 
veloping small reformers todo precisely that. 
These can be placed at petrol stations, super- 
markets or even office blocks. Stuart Energy, 
a firm based in Toronto, is building tiny elec- 
trolysers for a car that can produce hydrogen 
from off-peak electricity. It aims to sell these 
for $2,000. Electrolysis is especially suited to 
the early years of hydrogen-powered cars 
because it is inherently scalable. Hydrogen 
electrolysis units make economic sense with 
only 25-50 cars sharing them. By contrast, the 
smallest hydrogen reformers need 300 users 
or so to be cost-effective. 

Thus the economics of a hydrogen roll- 
out are not complete nonsense. Even so, €x- 
plicit government support may still be 
needed. A new study by Dr Williams and 
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Joan Ogden and Eric Larson, two colleagues 
at Princeton, suggests that, after the initial in- 
troduction, direct hydrogen fuel-cell cars 
will offer significantly lower costs and 
greater benefits to their users, as well as to 
society as a whole, than rival fuel-cell op- 
tions. Unfortunately, the initial hurdle is so 
high that market forces alone may not spur 
the necessary investments. Dr Williams 
thinks the direct-to-hydrogen route will fail 
unless governments embrace zero-emission 
mandates like the Californian initiative. But 
if they do that, the Princeton group expects 
hydrogen fuel-cell cars to be successful. 
Within 20 years, they argue, the world could 
then enjoy extremely low vehicle emis- 
sions—-and consumers would pay no more 
than they do today for transport. 

That points to the most crucial 
factor of all in deciding the fate of fuel 
cells in transport—the actual con- 
sumer benefits. The clearest advan- 
tage fuel cells offer over the internal 
combustion engine is the potential for 
very low or zero emissions. But that 
may not be important to consumers. 
A more meaningful benefit is likely to 
be the fuel cell’s superior efficiency. 
Today’s internal combustion engines 
are notoriously inefficient, converting 
only about 15% of the heat content of 
petrol into useful energy. Even in their 
primitive state, fuel cells can already 
manage at least twice that efficiency. 
As fuel-cell technology matures, a ris- 
ing level of efficiency will mean fall- 
ing operating costs. 

The switch to fuel-cell cars prom- 
ises other differences that consumers 
may find attractive-—a much quieter 
ride, a constant torque regardless of 
speed, a clean “engine off’ energy 
source for power-guzzling electronics 
and a simpler transmission system re- 
quiring less maintenance. And, 
maybe, the fuel-cell car could even be 
a source of revenue for home-owners. Plug- 
ging it into the home electricity supply and 
transmitting the power generated by the car 
back to the grid while it sits in the garage 
could earn a profit on the energy market. 

Contrary toconventional wisdom, going 
direct to hydrogen is not necessarily a folly. 
However, itis still possible that firms betting 
on such a technically superior option may 
get trumped in the marketplace by rivals 
peddling an inferior but more accessible 
technology—be that fuel cells with reform- 
ers in the tank or petrol-engined hybrids. 
Don Huberts, boss of Royal Dutch/Shell’s 
hydrogen division, says: “That is why every- 
one is placing bets on several horses. By no 
means isitclear today which the winner will 
be.” The race is on and whichever type of 
fuel-cell car is the eventual winner, the 
world will be a cleaner place. B 
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The cutting edge of 


virtual reality 





MEDICAL TECHNOLOGY 


Forget blood and guts, tomorrow’s medicine is all about robotics, augmented 


vision and creating vr images of the body 


INNY, with his shiny dark hair and un- 

real tan, is lying on a hospital trolley 
dressed in a lightweight green surgical gown. 
A young woman listens to his heart as his 
chest gently rises and falls. He blinks, and his 
pupils dilate, as a bright light is shone into his 
blue eyes. Adjusting Vinny’s head, she 
pushes a plastic breathing tube into the back 
of his mouth, past his vocal cords and into 
his lungs. To her satisfaction, a light breeze 
flows in and out of the end. Then, she strips 
back his gown. There is a large, loose, rub- 
bery flap of skin just above his pubic bone. 
She peels the flap back. Underneath is a mess 
of electrical wires and rubber plumbing. 

Forget blood and guts, tomorrow’s medi- 
cine is about bits and bytes. Vinny is a hum- 
ble digital mannequin, designed to simulate 
trauma (and if necessary death) for his mili- 
tary buddies to practise on, but he was only a 
small part of the technology on show in Jan- 
uary at Medicine Meets Virtual Reality in 
Newport Beach, California. Doctors, engi- 
neers, computer scientists, military men and 
an assortment of researchers met to discuss 
computer-based tools for medical diagnosis, 
training, telemedicine, image-guided and 
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minimally invasive surgery. 

Robot assisted, and computer en- 
hanced, surgery is a rapidly moving field. 
Techniques already arriving in surgical the- 
atres include robotic keyhole surgery on the 
heart. Much research is focusing on improv- 
ing current practice—say, by taking blood 
samples more accurately using a robot—as 
well as overcoming problems in areas such 
as microsurgery. Robotics is set to push for- 
ward the frontiers of what is humanly possi- 
ble, even under a microscope. 

Although microsurgery is currently used 
ina wide range of operations, including limb 
reattachment and reconstructive plastic sur- 
gery, it is difficult and not always successful. 
And there is a lower limit to what is operable 
because of hand tremor, the control of forces 
and the fundamental limits of co-ordination 
and positioning. Below a millimetre in size, 
vessels and nerves are difficult to repair, and 
the very smallest cannot be reattached. This 
is a particular difficulty in finger reattach- 
ment in children, where the sutures can be a 
third to two-thirds of a millimetre in size. As 
more successful anti-transplant drugs ar- 
rive, a way must be found to reconnect the ti- 








niest of vessels if limb reattachment is to be- 
come a routine operation. 

Pablo Garcia and his colleagues at sri In- 
ternational in Menlo Park, California, are de- 
veloping a robot which mimics the surgeons’ 
hand movements with standard surgical 
tools, but on a smaller scale. The system also 
filters tremor and magnifies the force feed- 
back surgeons receive, so they can get a bet- 
ter feel for the fragile and minute structures 
they are working on. The system is at an early 
stage, and animal tests show that dexterity 
and precision still need improving. But Mr 
Garcia says that if they can overcome these 
problems, clinical applications could be 
only three to five years away. Another way of 
tackling the human limitations to surgery is 
by developing intelligent tools. The Centre 
for Medical Robotics and Computer-As- 
sisted Surgery at Carnegie Mellon University 
in Pittsburgh is developing a tool for eye mi- 
crosurgery that can filter tremor, jerk and 
low-frequency wander. 


Beating heart 


Surgery on beating hearts is also beginning to 
look possible. At the University of Tokyo, 
Yoshihiko Nakamura and Kosuke Kishi are 
working on a system that creates a stabilised 
image of a beating heart and a tool that 
translates surgical manoeuvres to compen- 
sate for the movement of the heartbeat. The 
principle is simple. Say someone were to 
wave a printed page from side to side in front 
of your eyes, one of the ways for you to read 
the now-blurred image would be to move 
your head in synchrony with the move- 
ment. The image on the page would then ap- 
pear to be static. The camera developed by 
Dr Nakamura and Dr Kishi does exactly this, 
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by tracking heart movements. 

Image stabilisation has been combined 
with a slave robotic surgical instrument that 
compensates exactly for the movement of 
the heart. When the surgeon wants tomakea 
small downward incision, the slave robot 
makes the movement—plus whatever extra 
amount the robot calculates is needed to 
compensate for the movement of the heart. 
On the monitor, what the surgeon sees is a 
stable image of the heart and the instrument. 
Meanwhile, the robot is making rhythmic 
motions like a conductor keeping time to the 
music. Dr Nakamura says the system’s per- 
formance is promising. And if tests on ani- 
mals work, it is of potential use in minimally 
invasive coronary-bypass surgery—a diffi- 
cult, highly skilled, but desirable technique 
for reducing patient damage during surgery. 


The guiding hand 
Imaging—such as ultrasonic scans, com- 
puted tomography (cr), magnetic resonance 
imaging (mp1) and fluoroscopy—allows sur- 
geons to visualise and plan surgery accu- 
rately, leading to a decline in exploratory 
surgery. By combining imaging during sur- 
gery with robotic assistance, it is hoped that 
incredible precision will be possible on areas 
of the body which are normally difficult to 
get at. At least two separate teams, one at 
Georgetown University Medical Centre in 
Washington, pc, and another at the Fraun- 
hofer Institute for Biomedical Engineering in 
Saint Ingbert, Germany, are attempting to 
develop a system which uses robotics and 
image guidance to place needles precisely in 
the spine. That requires movements accu- 
rate to a fraction of a millimetre. This year, 
the Georgetown team is to start clinical trials 
of its robotic needle. 

A group at the Applied Physics Labora- 
tory at the University of Washington, Seattle, 
has ideas for developing its portable ultra- 





Eyes to the future: retinal scanning 
displays draw an image directly on to 
the retina with a low-powered laser 


sound unit. This is already a huge (and com- 
mercial) advance over existing fridge-sized 
ultrasound units, and means that diagnosis 
of all kinds of internal injuries can be taken 
into the field. The group is working on a way 
of making a unit that will both see, and then 
treat, internal bleeding. The prototype has 
added “high-intensity focused ultrasound” 
(niru) to the portable ultrasound detector. 
nru can rapidly heat small regions beneath 
the surface of the skin, and seal off areas of 
bleeding in a fraction of a second. The idea is 
to give patients enough time to reach hospi- 
tal in cases when their injuries would other- 
wise cause them to bleed to death before 
they arrived. 

Further down the line is “field induced 
suspended animation”. Suspended anima- 
tion is a type of hypothermia already em- 
ployed during some specialised types of sur- 
gery. Cooling the body slows the 
metabolism, reducing the brain’s need for 
oxygen. The technique is used during some 
types of cardiac and neurovascular surgery, 
when the patient's blood is taken out of the 
body to be oxygenated (a cardiopulmonary- 
bypass) and there is thus a risk of oxygen de- 
privation. 

Lyn Yaffe of the 17 Research Institute in 
Rockville, Maryland, says that if the brain 
and heart, the critical organs, could be cooled 
in the field, it would be possible to preserve 
life in emergencies such as massive bleeding, 
shock and cardiac arrest, in which the blood 
flow is temporarily halted. Currently, teams 
are working on developing a system that re- 
lies on portable visualisation, image guid- 
ance and some automation to introduce 
cooling fluids into the aorta (the body’s main 
artery) while vital signs are monitored. Re- 
searchers say that what sounded far-fetched 
until recently, now looks feasible, and could 
conceivably be in ambulances in five years. 


Sight for sore eyes 

The growing use of imaging in medicine is 
creating a mountain of data, as well as the 
pile of pre-operative data, images and plan- 
ning notes, that surgeons may wish to refer 
to during surgery. It is increasingly common 
for surgeons to have to turn away, or even 
move away, from a patient in the operating 
theatre to check details such as pictures 
taken before or during an operation. Many 
groups are working towards a solution of 
adding information to the surgeon’s vision. 
This so-called “augmented reality” is a half- 
way house between virtual reality (vr) and, 
well, reality. Virtual reality is the use of com- 
puter modelling to enable a person to inter- 
act with an artificial (usually three-dimen- 
sional) environment. Augmented reality 
means augmenting a view of the real world 
with data and images, much like the 
head-up displays used by modern fighter 
pilots. 
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The online 
doctor is in 


ANT a glimpse of the future of | 

health care? Take a look at the 
way the various networks of people in- 
volved in patient care are being con- 
nected to one another, and how this 
new connectivity is being exploited to 
deliver medicine to the patient—no 
matter where he or she may be. 

Online doctors dishing up advice 
based on standardised symptoms are 
the most obvious example. Increas- 
ingly, however, remote diagnosis (tele- 
medicine) will be based on real physio- 
logical data from the actual patient. A 
group from the University of Kentucky 
has shown that by using an off-the- 
shelf ppa (personal data assistant) such 
as a Palm Pilot plus a mobile phone, it is 
perfectly feasible to transmit a patient's 
vital signs over the telephone. With this 
kind of equipment in a first-aid kit, the 
cry asking whether there was a doctor 
in the house could well be a thing of the 
past. 

Other medical technology groups 
are working on applying telemedicine 
to rural care. And at least one team 
wants to use telemedicine as a tool for 
disaster response—especially after 
earthquakes. Overall, the trend is to- 
wards providing global access to medi- 
cal data and expertise. 

But there is one caveat. Bandwidth 
is the limiting factor for transmitting 
complex medical images around the 
world—cr scans being one of the big- 
gest bandwidth hogs. Communica- 
tions satellites may be able to cope with 
the short-term needs during disasters 
suchas earthquakes, typhoons, wars or 
famines. But medicine is looking 
squarely towards both the second-gen- 
eration Internet and third-generation 
mobile phones for the future of distri- 
buted medical intelligence. 
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Charles Steiner and his colleagues at the 
Cleveland Clinic Foundation in Ohio are 
working on a “unified interface” for sur- 
geons toallow them access to a patient’s crit- 
ical information during surgery. Although 
this could be presented on a Tv monitor, 
they are planning to use a full-colour, head- 
mounted augmented reality display which, 
they predict, will be commercially available 
later this year. What is unusual about the 
display is that the image is beamed direct 
into the eye. 

Such virtual retinal displays were in- » 
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“Many vr helmets give a narrow view of the world—like 
watching a mini-tv through a cardboard tube.” 


vented by researchers at the Human Inter- 
face Technology Laboratory at the Univer- 
sity of Washington in 1991, and are being 
commercialised by Microvision in Bothell, 
Washington. 

The beauty of a retinal scanning display 
(Rsp) is that the image is drawn directly on to 
the retina of the eye by a low-powered laser 
scanning backwards and forwards. Because 
the laser moves so rapidly, the human visual 
system sees a complete and stable image. 
This system’s biggest advantage is that be- 
cause there is no external image, no fancy ex- 
ternal display unit is needed. That has en- 
abled Microvision to build a small 
head-mounted rsp unit that uses little 
power and gives an impressively wide 120° 
field of view. Many vr helmets give a narrow 
25 view of the world, and are like watching a 
mini-rv down the end of a cardboard tube. 
More than twice this angle is needed to fill a 
person’s normal field of vision. 

And because the image in retinal scan- 
ning is not created on an external screen in 
the usual way, there are no picture elements, 
(“pixels”) to contend with. So the resolution 
of the image in the eye is not limited by the 
number of pixels used by a display screen, 
but depends simply on the precision of the 
laser light source. 

Closest to production is the monocular, 
single-colour Nomad display that projects 
an image into a single eye—rather like the 





Augmented reality will allow surgeons to look at ima 


display worn, in real life, by pilots who fly 
certain military helicopters. The effect this 
has on vision is similar to the robot vision 
shown in the film “The Terminator”, played 
by Arnold Schwarzenegger. The robot can 
see a glowing list of options displayed in its 
field of vision, superimposed on its view of 
the real world beyond. 

Microvision expects to start shipping the 
single-eye of the Nomad display this sum- 
mer. But surgeons are likely to wait for the 
full-colour, binocular version, which will be 
better for viewing medical images. Besides, 
seeing an image superimposed over a single 
eye can be more than a little disconcerting 
because of the “image rivalry” set up be- 
tween the assisted and unassisted eyes. But, 
whether for one eye or two, an interesting 
advantage of rsp in medicine is that, cou- 
pled with a head-mounted video camera, 
such displays can give other people—spe- 
cialists and medical students, for example— 
access to the primary surgeon’s computer- 
enhanced viewpoint, even when the audi- 
ence is in another building or another part of 
the world. 

A unique feature of rsps is that because 
they project an image on to the retina, they 
can be used equally well by people with eye 
defects such as short- or long-sight. In par- 
ticular, they produce clearer-than-normal 
images for those whoare affected by age-re- 
lated defects of the eyes. Telesensory, a com- 





ges and data during surgery, 


without having to turn away from the patient 
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pany based in Sunnyvale, California, that 
specialises in products for people with poor 
vision, has ordered ten Nomad units from 
Microvision for evaluation. The units cur- 
rently cost $10,000 each, but this is expected 
to drop significantly once they are in full 
production. While the head-mounted dis- 
play is rather bulky, Microvision expects 
that, within five years, the device will be little 
bigger than a pair of spectacles. 

Whatever the system used to display it, 
most experts agree that augmented reality is 
going to be invaluable in delicate proce- 
dures—such as the removal of brain tu- 
mours—where the slightest slip could harm 
the patient. Here, a group at Wayne State 
University in Detroit, Michigan, is working 
with nasa on one of the trickiest of pro- 
blems: correctly superimposing images of 
anatomical structures and brain tumours on 
to a camera’s view of a surgical procedure. 


Teacher’s pet 


Experts agree that the use of virtual reality, 
augmented reality and other simulation 
techniques is going to pay huge dividends in 
training surgeons and dentists. One virtual- 
reality training system has even been de- 
veloped to teach surgical trainees how to set 
up an operating room properly for different 
types of surgery—a real benefit, as operating 
theatres cost around $30 a minute to run. 
And many of the new vr training systems 
include devices such as scissors and drills 
which; like video games, provide force-feed- 
back. Trainees can feel what itis like to punc- 
ture an abdomen with a needle, collect bone 
marrow for transplant (difficult for the sur- 
geon and often painful for the patient) or 
even drill into healthy and diseased parts of 
a tooth. Trainees can practice as many times 
as they like, and get feedback and precise 
measurements of their skill. 

Much of this medical technology is be- 
ing driven, and paid for, by the armed forces. 
But the difficulties of working under combat 
conditions means that it is likely to be used 
first by civilians. In the near future, advances 
in medical simulation will most certainly 
improve the accuracy and success of differ- 
ent types of surgery. 

Eventually, as robotic tools are im- 
proved and made smaller and more dex- 
trous, difficult techniques—such as neuro- 
surgery and whole limb transplants—will 
become routine. And entirely new kinds of 
surgery, including operations on fetuses, will 
be possible. Meanwhile, the growing digiti- 
sation of the blood-and-guts business will 
allow medical technology to become 
increasingly distributed. Coupled with the 
falling price of broadband communications, 
the new imaging technologies should usher 
in anera when telemedicine and the sharing 
of medical information, expert opinion and 
diagnosis is common. a 
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The solid future 


of rapid prototyping 





The future of rapid prototyping—used for “printing” 3D models of engineering 
parts direct from designs on a computer screen—depends on being able to turn 
out real components made of real materials instead of plastic look-alikes. Instant 
one-step manufacturing is the goal 


ONE are the assembly lines. The clank, 
whirr and whine of a thousand robots 
cutting metal, injecting plastic and emptying 
moulds is no more. A Luddite conspiracy is 
not to blame, nor the inexorable rise of a ser- 
vice economy. It is all a result of a quiet revo- 
lution on the laboratory floor. 

Order an artefact from a virtual stock- 
room or simply dream one up. In a matter of 
minutes, the stuff of your imagination will 
be bom in the world of things you can see 
and touch, From the innards of a new box of 
tricks emerge parts for a car, custom-built 
medical implants, miniature batteries. Think 
of anything you like, and it can be made to 
order, without the need for special tools, at 
the push of a button. How? A computer 
linked toa printer, printing not words on pa- 
per but solid objects. 

Futuristic mumbo jumbo? The idea of a 
“rapid manufacturing machine”, as it is 
called in the business, is not quite science 
fantasy. True, building a machine to make 3D 
objects direct from computerised design 
data is something of a tall order—especially 
if its products must be as high-quality and 
robust as their machined or injection- 
moulded cousins. But their precursors—oth- 
erwise known as rapid prototyping ma- 
chines—are already on the market. 


Dumb models 


There is, of course, a hitch. Commercially 
available rapid prototyping machines do in- 
deed make prototypes. But with a few nota- 
ble exceptions, they are just that—dumb 
models, not finished parts, made mainly 
from plastic with an accuracy and surface 
finish that is little better than a child’s at- 
tempt at sculpture. The goal of a universal 
maker of things remains a distant dream. In 
a nutshell, today’s rapid manufacturing 
technology is neither very rapid nor very ca- 
pable of manufacturing, and the obstacles to 
making it so are huge. 

Huge, but not insurmountable. The new 
machines must be faster, cope with a far 
wider range of materials, and handle vast 
flows of information. They must overcome 
the vagaries of temperature and the intracta- 
bility of bonding. But new research is bring- 


ing all this within reach—and with it, ma- 
chines that can “print” parts for spacecraft, 
timed-release drugs and even the electronics 
ofa mobile phone. 

A rapid prototyping machine makes a 
solid model from the bits and bytes of the 
design information stored in a computer. 
This map of the component's geometry 
comes either from computer-aided design 





















(cap) software that allows designers todraw 
and visualise parts in three dimensions, or 
from a scanner that provides a digital image 
of the components as envisaged on paper. 
An algorithm (sequence of instructions for 
solving a specific problem) slices the shape 
into cross-sections and feeds them to the 
rapid prototyping machine, which then 
builds the model layer-by-layer according 
to the computer's instructions. The first 
layer’s geometry is defined by the shape of 
the first cross-section, the second layer is 
bonded to the first, and so on, until fabrica- 
tion is complete. 

Various versions of this technology are 
currently on the market. Designers routinely 
use it to make prototypes, to test their ideas 
before they hit the shops. But take a moment 
toappreciate the implications of making fin- 
ished parts using this type of technology. 
Most metal, ceramic and plastic parts are 
cast and stamped in enormous numbers to 
justify the huge expense of tooling—the slow 
and painstaking process of making the nec- 
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essary moulds and dies. Designs are con- 
strained by the tools needed to realise them. 
Long thin parts tend to break when moulds 
are peeled away; undercuts are tricky. 

But as Phillip Dickens of De Montfort 
University in Leicester points out, if rapid 
manufacturing machines can make parts in 
one step, such constraints will disappear. 
Designs will be virtual, while trial runs can 
be printed out in minutes. Because the shape 
ofa manufactured product will depend only 
on its computerised design, the designer’s 
imagination can be given free rein: fuel cells 
can be microscopic, steering wheels ergo- 
nomic. And because the expense of making 
tools no longer figures in the equation, the 
economics of mass production will give way 
to mass customisation. Parts will then be 
made in production runs not of a million or 
even of a few thousand, but of one. 

This is not going to happen overnight. 
Rapid prototyping machines rarely deliver 
the same quality as conventional manufac- 
turing processes for the same price. But those 
industries where the cost of individual parts 
is high or where products are highly custo- 
mised—eg, the aerospace and medical 
industries—should be natural candidates 
for the adoption of rapid prototyping for 
manufacturing. Some companies are al- 
ready making the techniques pay. 


Good enough for space 


Rocketdyne Propulsion and Power, a pio- 
neer of rapid manufacturing in California, 
has been quick to catch on to the idea. Its en- 
gineers are growing metal and glass-filled 
nylon parts for NAsA’s space shuttle fleet, on 
a commercially available rapid prototyping 
machine made by ptm Corporation of Aus- 
tin, Texas. The technique that Rocketdyne 
has perfected, called “selective laser sinter- 
ing”, was invented originally by Joseph Bea- 
man and Carl Dekker at the University of 
Austin. A laser traces out a pattern on the 
surface of a layer of powdered metal, fusing 
the tiny particles into a solid—rather like 
welding with lasers, but at much lower tem- 
peratures. A new layer of powder is rolled 
out and the laser scans a different pattern on 
it, building up the part layer by layer. 

But the demands of the aerospace indus- 
try are high, especially when astronauts’ 
lives are at risk. Rocket engines have to with- 
stand extremes of temperature, so surface 
finish and material strength are para- 
mount—qualities that rapid prototyping 
machines find hard to deliver. Working with 
metals is particularly tricky: the scanning of 





A solid object emerges from its metallic 
and ceramic powder after being 
“printed” by MIT's ink-jet machine 


the laser must be precisely controlled, or else 
the temperature of the surface will vary— 
warping the metal and creating ripples due 
to shrinkage. Rocketdyne’s manufacturing 
success resides in its materials know-how 
and its obsessive approach to quality con- 
trol. To avoid the usual problems with met- 
als, the company has developed proprietary 
titanium alloys and monitors every step of 
the process with attention. Rocketdyne’s 
rapidly manufactured parts are already in 
orbit. The company helped to build the In- 
ternational Space Station. 

Align Technology of Santa Clara, Cali- 
fornia, has also taken rapid prototyping 
techniques to heart—to make plastic braces 
for straightening teeth. A dentist prepares a 
mould of the patient’s teeth and scans it into 
a computer. The dentist manipulates the 
stored shape of the teeth until they are per- 
fectly straight and then uses the computer to 
design a series of braces, each shaped to fit a 
successively less crooked smile. 

The trick is then to print out the braces— 
using a stereolithography machine made by 
3b Systems of Valencia, California. A power- 
ful ultra-violet laser dances over the surface 
ofa lagoon of photosensitive plastic in liquid 
form, which hardens as it is zapped by the 
laser. The platform supporting the develop- 
ing brace then drops by a fraction of a mil- 
limetre, immersing the hardened layer in the 
polymer bath. This process continues, until 
the last layer is traced and the finished brace 
rises triumphantly from the viscous pool. 

At present, Rocketdyne and Align Tech- 
nology are exceptions rather than the rule. 
The machines they use are industrial-scale 


“Because the expense of making tools no longer figures in 
the equation, the economics of mass production will give 
way to mass customisation. Parts will be made in production 
runs not of 1m or even a few thousand, but of one.” 
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equipment selling for $1m apiece. Because 
their parts are highly customised, fabricating 
them with traditional techniques wotld be 
prohibitively expensive. In their case, rapid 


' manufacturing is a viable alternative. To 


most manufacturers, however, the econ- 
omic virtues of these fledgling techniques 
(compared with traditional tool making and 
casting) are not so readily apparent. But new 
technologies, based on the familiar ink-jet 
printer, may be about to change all that. 


Materially different 


Terry Wohlers, an American rapid prototyp- 
ing expert, believes that the 3p ink-jet prin- 
ter is the most promising technology for pro- 
ducing a general-purpose rapid 
manufacturing machine. Instead of squirt- 
ing a two-dimensional layer of ink on to pa- 
per, the 3p Systems’ Thermojet squirts fine 
droplets of molten plastic, which harden as 
they cool. With the resolution and precision 
of its laser-printer cousin, the print-head 
sweeps back and forth, laying down intri- 
cately shaped strata of warm plastic be- 
neath. 

The great advantage in this method is 
that it is cheap. 3p Systems sells its machine 
for printing prototypes for $55,000. But un- 
like prototypes, the plastics used in manu- 
facturing have to be tough, durable and heat 
resistant. Instead of trying to squirt plastics 
that manufacturers use in practice, 3p Sys- 
tems is inventing new ones—especially plas- 
tics that mimic the properties manufacturers 
are familiar with, but which are compatible 
with the rigours of an ink-jet machine. 

This is fine for squirting materials that 
liquefy easily. But the only metal like this is 
mercury, which is of little use for making car 
parts. The “3ppP” process invented by Eman- 
uel Sachs, Michael Cima, Nicholas Patrikala- 
kis and Samuel Allen at Massachusetts Insti- 
tute of Technology (mrt) neatly circumvents 
this problem by spraying a jet of liquid glue 
into a bed of a powdered mix of metal, ce- 
ramic and polymer. The glue binds the pow- 
der and a layer of powder is laid down and 
rolled flat; the process is then repeated. Fi- 
nally, the excess powder is blown away and 
the finished object is revealed (see illustra- 
tion on previous page). z Corporation of 
Burlington, Massachusetts, which licenses 
the technology, uses a conventional print- 
head from an ink-jet printer to squirt glue 
into corn starch—turning out a prototype of, 
say, a mobile telephone case in under an 
hour and for less than $10. 

Critics point out that few actual pro- 
ducts are made entirely of solid metal, ce- 
ramic or even plastic. It is an important 
point. But Dr Sachs notes that most individ- 
ual components used within a product are 
made from a single material. If metal and ce- 
tamic parts can be made by rapid manufac- 
turing, it is a big win for two reasons. First, no 
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tooling is required, so manufacturers can re- 
spond quickly to fresh demands from de- 
signers and customers in ways they cannot 
do today. Second, parts with complex inter- 
nal shapes can be made, allowing lots of in- 
teresting applications that are currently ei- 
ther impossible or too expensive. In short, 
the inability to use multiple materials is not 
so much an obstacle to manufacturing fin- 
ished products this way, but more a motiva- 
tion to find methods of doing so. 

To this end, one of the biggest challenges 
is to develop methods for squirting many 
different materials from the same print- 
head, so that the composition of a part can 
be tailored to the designer’s need. That 
means achieving unprecedented control 
over the material’s properties—especially its 
hardness, electrical conductivity, reflectiv- 
ity—on scales of a few hundred millionths of 
a metre or less. But if it could be done, the 
possibilities would be endless: microscopic 
sensors embedded in fibre-optics, devices to 
control chemical reactions, metal parts 
graded for heat transfer along their length. 

Achieving such a goal is, of course, more 
difficult than it sounds. The principle is sim- 
ple: decompose the part into volume units 
(“voxels”) and tell the printer which material 
to spit out at each point. z-Corporation is al- 
ready there. Six months ago, the company in- 
troduced a printer that can squirt its material 
in colour. Toy companies, which make col- 
ourful models that are complex on the sur- 
face and uniform within, love it. But the pro- 
blem for industrial parts, besides convincing 
manufacturers, is how to handle the quan- 
tity of data involved. 

Dr Sachs and his colleagues at mit think 
they have a solution. The design for the part 
in question is imagined to be a mesh of tetra- 
hedra. Using the material at each corner of 
the tetrahedron as a rough guide to what 
happens inside it enormously reduces the 
number of calculations that the computer 
has to perform. Then the meshed part is 
sliced into planes as normal. The next and 
crucial step is to apply a set of rules, called 
“half-toning algorithms”, for breaking the 
smooth composition information in each 
layer into a stream of digital bits. (This is like 
taking a photograph and printing it in black 
and white in a newspaper: the photo has to 
be broken down into picture elements or 
“pixels”, each with its own level on a discrete 
“grey scale”, in such a way that the overall ef- 
fect is a reasonable representation.) The MIT 
team has found a way of doing this in 3D us- 
ing conventional 2p algorithms, applied to 
one slice at a time, but cleverly adapted so as 
to take account of the material in the previ- 
ous and subsequent slices. 

The mit group has already used the 
technique to print colour on the inside of 
parts with complex internal geometry. The 
method is close to finding commercial appli- 


cations. Therics, a company based in Prince- 
ton, New Jersey, has started using the tech- 
nology to print a combination of liquid drug 
and solid polymer. The result is a drug-filled 
capsule which controls the release rate of its 
contents. Because the capsules are small, the 
firm can program its printer to lay down 
many thousands of pills at the same time— 
equivalent to some 60,000 doses an hour— 
opening the way to fast, industrial-scale pro- 
duction. Therics is currently in the early 
stages of clinical testing and expects its pro- 
duct to be on sale within two years. 

Not only can the mrt process handle 
multiple materials, but it can also cope with 
an unprecedented range of materials—even 
biological cells. Linda Griffith, a tissue engi- 
neer whoalso works at MIT, is using a Therics 
3p printer to manufacture complex scaffolds 
from biodegradable polymers, on to which 
cells are seeded. The idea is to make custo- 
mised medical implants which can encour- 
age, say, broken bones to knit together again. 


Lightning fast 
As a manufacturing technology, the pro- 
blem with ink-jet printing is that it is rela- 
tively slow. And in modern manufacturing, 
speed is essential. The Pentagon’s Defence 
Advanced Research Projects Agency 
(parra) has launched a programme with 
four companies that is seeking to 3p-print 
electronic components directly on to the 
case that will house them, which should bea 
much faster way of making them. At present, 
integrated circuits are made using a litho- 
graphic technology derived from silk-screen 
printing. A huge amount of engineering ef- 
fort goes into designing and preparing the 
sheets of transparent film with their patterns 
of circuitry to be printed repeatedly across a 
silicon wafer. The enormous cost is justified 
by the speed of production. 

But look inside a mobile phone or Pc, 
and there are just a few integrated circuits 





Extra dimension: an ink-jet printer that 
makes 3D objects instead of 2D images 
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but dozens of discrete components—resis- 
tors, capacitors and diodes—surrounding 
them on the printed circuit board. What 
DARPA is aiming to do is to print the entire 
circuit board (chips and discretes together) 
directly on to the interior of the gizmo’s case, 
without having to flow-solder the parts to- 
gether. Apart from being more robust, such a 
process would be cheaper—provided it 
could be done fast enough. 

A company called cms Technetronics in 
Stillwater, Oklahoma, has invented a micro- 
dispensing stylus to do just that. Under in- 
structions from a cap file, the stylus tip 
(measuring only a few thousands of a mil- 
limetre in diameter) works like a tiny tube of 
toothpaste, dispensing a series of different 
liquids in a layered pattern. A laser selec- 
tively zaps the liquids, solidifying them and 
fixing them to the surface. The system in- 
cludes a scanner that recognises shapes, al- 
lowing a gimballed stylus to print on curves. 
The whole contraption works faster than 
one might imagine. Traditional screen-print- 
ing manages 50 centimetres per second. cms 
Technetronics’s system, which prints elec- 
tronic components at a rate of 40 cen- 
timetres per second, is respectably close to 
this. The company hopes that a version of 
the technology with between eight and 12 
styluses will be tested in industry next year. 


Making it 

Will rapid manufacturing technology kill off 
traditional production processes? Not in the 
short term. Rapid prototyping is already 
used widely by design engineers, but install- 
ingiton the factory floor is something differ- 
ent. But that could change over the next ten 
years, according to Dr Dickens in Leicester. 
As 3D printers speed up and new, cheaper 
materials are invented, the cost of rapid 
manufacturing is likely to fall quite sharply. 
Experts believe that if printer costs were 
halved, rapid manufacturing could become 
feasible for mass production. 

The changes in manufacturing would be 
profound: tool makers would find them- 
selves out of a job, injection-moulders like- 
wise. Designers would be free to make what 
they wanted, not what they could. And do- 
it-yourself consumers would feel the bene- 
fits as well. Break the rv remote control, and 
you might retrieve its design from the In- 
ternet and have it made at a 3p print shop in 
the neighbourhood. 

Where the technology will head next is 
anybody’s guess. But one thing is for sure: 3p 
printing is an innovation that promises to be 
at least as radical as its 2p forebear. The fu- 
ture of rapid prototyping—the technology 
used to make 3p models of parts direct from 
computer design data—will lie in making 
those parts themselves. But on the way to in- 
stant “one-step-manufacturing”, there are 
still mountains to climb. i 
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From the Alps to Sicily at the speed of light. e-via is the bridge to the future that is connecting all Italy. With a 8.000 km-long 
fiber optic network and more than 100 points of co-location, e-via is geared to become the country’s leading carrier to safely 
handle your traffic in our country. Are 20 million megabit per second enough for you? But our network not only means speed, 
it also means innovative state-of-the-art technology, in perfect harmony with the environment. It is flexible, scalable and 
ready to evolve with all future technologies. Built today to satisfy tomorrow’s demand. e-via is here to make your Italian business 
grow at the speed of light. So hop on board and make yourself comfortable: you are already there. www.e-vid.it 











Machines with minds 
of their own 





Left to evolve on their own, certain machines can learn to be smarter—surpassing 
even humans in some of the most intellectually demanding of tasks 


CA people build machines capable of 
evolving into something better—able, 
perhaps, to invent solutions beyond human 
imagination? Using brute-force methods of 
calculation, computers can nowadays play a 
passable game of chess. In 1997, an 1BM $U- 
percomputer called Deep Blue defeated 
Garry Kasparov. The world champion de- 
scribed the experience as being every bit as 
gruelling as playing a top-notch human 
challenger. In so doing, Deep Blue satisfied at 
least one of the criteria for artificial intelli- 
gence set in the 1950s by Alan Turing, the 
mathematical genius behind the Enigma 
code-breaking effort in wartime Britain. 

Yet Deep Blue’s victory left the world’s 
artificial-intelligence community unim- 
pressed. That was because the machine per- 
formed its feat merely by crunching num- 
bers faster than any other computer had 
managed before. Its enormous processing 
power enabled it to predict a game’s possible 
course up to 30 moves ahead, while its clever 
programming allowed it to work out which 
of the millions of possible moves would 
strengthen its position best. On its own, all 
that Deep Blue could do~and do bril- 
liantly—was the mathematics. What it could 
not do was devise its own strategies for play- 
ing a game of chess. 


Self improvement 


But what if Deep Blue could have been given 
the ability to evolve and learn to improve it- 
self using its trial-and-error experiences? A 
new technology called “evolvable hard- 
ware” (gHW) attempts to do just that. Like 
Deep Blue, enw seeks solutions through try- 
ing billions of different possibilities. The dif- 
ference is that, unlike Deep Blue, rnw 
continually crops and refines its search algo- 
rithm—the sequence of logical steps it takes 
to find a solution. It selects the best each time 
and tries that. And it does all this on its own 
accord, not according to some programmed 
set of instructions. 

Conventional wisdom has long held 
that a machine’s abilities are limited by the 
imagination of its creators. But over the past 
few years, the pioneers of enw have suc- 
ceeded in building devices that can tune 
themselves autonomously to perform better. 
In some cases, the mechanical progeny ap- 


















pear to outstrip even their creators’ abilities. 
In the field of circuit design, for instance, 
EHW is coming up with creative solutions to 
problems that have defied human beings for 
decades. 

The first thing enw needs is for the hard- 
ware in question to be reconfigurable. There 
is no way that a device can evolve ifit cannot 
change its shape or way of doing things. Take 
a Swiss Army knife. Given the task of, say, 
opening a bottle, the user identifies the cor- 
rect tool in the knife, opens it, and thereby 
transforms the device into an implement 
that can pry off a bottle cap. 

In this case, the actual customisation is 
crude: no matter what the size and shape of 
the bottle cap, the shape of the bottle-opener 
does not alter. For a Swiss Army knife, the 
“program” (the decision about which imple- 
ment to use) can be adapted, but the “hard- 
ware” (the bottle-opener) cannot. What Enw 
engineers are trying to do is invent a knife 
that can customise its shape to any bottle 
cap—and perform this adaptation on its 
own recognisance. 
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The trick with evolvable hardware lies in 
creating a device that knows how to make 
the correct structural adaptation at the cor- 
rect time. To search out the best-suited de- 
sign, engineers make use of a programming 
tool called a “genetic algorithm” —a software 
technique that deploys trial-and-error 
learning to mimic the process of natural se- 
lection that powers evolution in the living 
world. 

The first step that a genetic algorithm 
takes is to generate a set of random blue- 
prints which are used, one by one, to config- 
ure the device. After each reconfiguration, 


the device is tested to see how well (or other- ; 


wise) it carries out the desired task. The high- 
est-scoring designs are retained as guidelines 
(“parents”) for a new generation of designs. 


These “offspring” designs are created by ee 


swapping portions of the parents’ blueprints 
with one another, or by making some ran- 
dom changes. This marginally improved 
population of designs then undergoes fur- 
ther testing, and the cycle then repeats itself 
until the device achieves an optimal level of 
performance. 

The target could be determined right at 
the beginning of the device’s operation or it 
could be adjusted continually. Either way, 

the device alters its structure to perform the 
task at hand in the best way possible. In 
the case of the Swiss Army knife, it would 
work out what shape to morph into on its 
own and leave its “processor” (the user's 
brain) free to address other matters. 

Today, it is possible to contain the entire 
genetic algorithm—blueprint creation, fit- 
ness evaluation and reconfiguration—with- 
in a single microchip, and to run thousands 
of evolutionary trials in a fraction of a sec- 
ond. Although they were invented some 30 
years ago, genetic algorithms have hitherto 
been run generally in software, where they 


placed a large and often prohibitive burden 


on the processor's time. EHW avoids this pro- 
blem by running its genetic algorithms in 
hardware. 

That is the crucial difference. In any digi- 
tal device, wiring instructions into the actual 
hardware, rather than running them as part 
of the software, invariably boosts the speed 
of operation. In enw, the speed advantage is 
so significant that the genetic algorithm for 
problems that could not have been solved in 
software can be cracked in real time—ie, with 
the solutions being produced as fast as the 
problems are fed in. This speed and flexibil- 
ity makes enw ideal for handling situations 
that vary rapidly. 


Designers, resign 

The most notable application of Hw so faris 
in the design of analogue circuits. While digi- 
tal devices have become ubiquitous, they 
still have to communicate with the real 


world—and the real world remains stub- pe 
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bornly analogue. The fact is that people do 
not talk, hear, see, touch and taste in the ones 
and zeros of digital computerspeak. Ana- 


. . 2 
logue circuits are needed to measure or OO O O 


produce the wave-like signals of light, 
sound or temperature. Other analogue cir- 
cuits known as A-p and p-a converters are 
needed to translate these continuous wave- 
like signals to and from the discrete language 
used by digital devices. Analogue circuitry is 
thus an essential part of the sensors, receiv- 
ers and display units that play such a vital 
role in the modern wireless world. 

It is no surprise that, with so much em- 
phasis on digital circuitry these days, the de- 
sign of analogue devices is becoming a seri- 
ous problem. First, coming up with an 
efficient analogue circuit has as much to do 
with instinct as with physics. John Koza of 
Stanford University in California claims that 
analogue-circuit design is the domain of en- 
gineers “off in a room wearing purple hats 
with gold stars.” Second, engineers with the 
necessary skills are in short supply. Texas In- 
struments, for instance, needs to recruit 500 
analogue engineers a year—more than the 
number that graduate from all the universi- 
ties in America. 

A third problem is that even when a 
good circuit architecture is conceived, a large 
proportion of the devices fabricated turn out 
to be defective. In order to make a compli- 
cated job manageable, designers of analogue 
devices tend to assume that the components 
used in their circuits work in a uniform and 
predictable manner. 

In the real world, however, environmen- 
tal factors such as temperature and humidity 
cancause the electrical properties of a micro- 
circuit's resistors and capacitors to vary by as 
much as 20%. Such discrepancies matter far 
less in digital circuits, which simply have to 
detect whether an electrical current is more 
or less on or off. But such variations in ana- 
logue circuits can render them unusable. For 
instance, a cellular telephone will not work 
properly if its analogue filter allows the 
transmission frequency to vary by more 
than 1%. Until now, designers of analogue 
chips have tried to circumvent the problem 
by using larger components whose physical 
properties are more easily measured and 
controlled. Unfortunately, that leads to 
bulkier circuits that gobble power. 

Tetsuya Higuchi and his colleagues at the 
Electro-Technical Laboratory in Japan have 
solved the stability problem by using enw to 
accommodate the natural variations that 
occur between the components. His team 
use genetic algorithms to tweak the irregular 
analogue circuit components until they con- 
form to the design specification. By testing 





the performance of each chip, the algorithm 
evolves an architecture that can adjust auto- 
matically for all the variations in its resistors 
and capacitors. The group has found that 
95% of analogue chips can eventually be 
coaxed into acceptable performance. That is 
a higher yield than most digital chip plants 
achieve. Dr Higuchi expects the first cellular 
telephones exploiting evolutionary hard- 
ware to be on the market by next September. 
Output of such exw chips will then be run- 
ning at hundreds of thousands per month. 


Machines that invent 


But itis the work done by Dr Koza at Stanford 
that gives a real glimpse of the future. By run- 
ning genetic algorithms on analogue circuits 
that have been simulated in a computer, Dr 
Koza’s machines have already produced 
seven circuit designs that he calls “human- 
competitive” because they infringe on pat- 
ents previously issued to human inventors. 
Currently, each circuit design costs around 
$10,000 to simulate, which means that it is 
still cheaper todo the job manually. But as Dr 
Koza points out, processing power is becom- 
ing less expensive all the time, while human 
designers are becoming scarcer to find and 
costlier to keep. Dr Koza is optimistic that, 
given time, a design for a wholly novel and 
commercially viable circuit will emerge from 
his “invention machine”. 

While Dr Koza’s simulated circuits are 
recognisable variations on human inven- 
tions, Adrian Thompson of Sussex Univer- 
sity in Britain has evolved a circuit that is lit- 
erally incomprehensible. Four years ago, Dr 
Thompson performed a seminal “proof of 
principle” experiment which described the 
evolution in hardware of a simple analogue 


“Evolvable hardware can exploit the physics of materials in 
ways researchers do not even understand.” 
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circuit that could discriminate between two 
different audio tones. 

The type of chip that Dr Thompson se- 
lected to carry out the evolution was a field- 
programmable gate array (rpGa). Unlike an 
ordinary chip, an rrca’s architecture is not 
“hardwired”. Instead of being fixed, a string 
of bits specifies the chip’s design by telling it 
what linkages to forge between its various 
components (in this case, groups of transis- 
tors known as logic cells). By changing this bit 
string, the FPGA’s circuitry can be altered on 
the fly. Thus, when a genetic algorithm runs 
on the chip, the effectiveness of each con- 

figuration can be measured directly on 
the circuit rather than in some costly 
ee simulation. 

As it turned out, conducting the 
evolution in hardware produced some re- 
sults that could not have emerged through 
mere simulation. After around 4,000 genera- 
tions of bit strings, a unique circuit emerged. 
The surprising thing was that, while the new 
circuit relied directly on only a few of the 
FpGa’s logic cells, it appeared somehow to 
take advantage of clusters of other cells 
nearby. These unconnected neighbouring 
cells could not be removed without damag- 
ing the circuit’s performance. Further inves- 
tigations revealed that these detached cells 
exerted some subtle electromagnetic influ- 
ence on the wired-up part of the circuit, al- 
lowing it to perform its task efficiently. 

Remarkably, the circuit had adapted it- 
selfin a way that allowed it to exploit the un- 
derlying physics of the rpGa’s semiconduc- 
tor material. And it had done this despite the 
fact that the human experimenters were 
completely unaware of the physical quirks 
in the semiconductor that the genetic algo- 
rithm was taking advantage of. Four years 
on, this bizarre circuit has still not been com- 
pletely deciphered. What has become clear, 
however, is that EHw’s ability to adapt auto- 
matically means that it can exploit the phys- 
ics of materials in ways that researchers do 
not even consider, let alone understand. 

Beyond the realm of analogue and digi- 
tal electronics lie all manner of unconven- 
tional physical systems—including the mi- 
croscopic world of nanotechnology and 
quantum dots—where there are no well-de- 
veloped design rules. By testing layouts that 
would never occur to humans, EHW can cap- 
italise on the physical properties of these un- 
conventional materials—even when engi- 
neers cannot fully account for their 
behaviour. 

It may seem ironic that the direction be- 
ing taken with evolvable hardware speaks so 
eloquently of the ignorance of the human ar- 
chitect. But, then, the use of evolution in de- 
sign is really an admission that researchers 
have not as yet found anything better. Over 
the next few years, evolutionary machines 
could show humans the way. a 
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Danny Hillis, a computing 
pioneer and the inventor of 
the 10,000-Year Clock, has a 

distinctive perspective on the 
relationship between humanity 
and technology 














Rethinking machines 


HERE are probably a few 
dozen people alive today who 
can claim to have designed a mach- 
ine that, for a few weeks or months, 
was the fastest computer in the world. But 
Danny Hillis is unique among them in also 
being able to claim to have designed the 
slowest. For he is the man behind both the 
blindingly fast “Connection Machine” com- 
puters and the “10,000-Year Clock”, a bi- 
nary-mechanical computer that ticks twice 
aday and chimes once a century. To describe 
Mr Hillis as an inventor, or acomputer scien- 
tist, hardly does justice to his unusually 
philosophical attitude towards technology. 
Perhaps the best way to describe him is as a 
“metatechnologist”—someone who thinks 
about machines that change the way people 
think about machines. 

Mr Hillis first came to prominence in the 
1980s as a pioneer of a computing technique 
called “massively parallel” processing, the 
subject of his thesis at the Massachusetts In- 
stitute of Technology. At the time, computer 
scientists were struggling with the problem 
of getting computers to go faster, not by in- 
creasing the speed of their processing units, 
but by using two or more processors in par- 
allel. The difficulty comes in dividing up the 
work between the processors in an efficient 
manner. Most researchers in the field be- 


Danny Hillis thinks about machines 
that change the way people think 
about machines 
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lieved that there was a limit to the speed in- 
creases possible through parallel processing, 
because there would always be parts of a 
problem that could not be divided up. A few 
parallel-processing computers existed, typi- 
cally with between two and eight processors. 
So Mr Hillis was, to say the least, going out on 
a limb when he proposed the construction 
of a computer with 65,536 processors con- 
nected in a 12-dimensional “hypercube”. 

At first his suggestion was not taken seri- 
ously, but Mr Hillis and others showed that 
such a machine was, in fact, feasible. This in- 
volved devising an efficient way for thou- 
sands of processors to communicate with 
each other, along with new programming 
tricks that allowed common problems to be 
divided up between multiple processors— 
and solved more quickly as a result. In 1983, 
Mr Hillis established a company, Thinking 
Machines, to commercialise his idea, and in 
1985 it built its first product: the Connection 
Machine Model 1, or cm-1. An imposing 
black cube, measuring five feet on each side 
and adorned with thousands of flashing red 
lights, this showed that Mr Hillis’s appar- 
ently hare-brained idea—‘“massive” paral- 
lelism—actually worked. 

The Connection Machine, with its thou- 
sands of simple processors, was explicitly 
modelled on the human brain, which con- 
sists of 100 billion or so very simple neurons. 
It was in marked contrast to other super- 
computers, such as those built by Cray, the 
market leader, which had one or two ex- 
tremely complex and powerful processors. 
Mr Hillis hoped his design would be better 
suited to those tasks, such as facial recogni- 
tion, that humans find easy and computers 
find hard. But it turned out that the “killer 
app” for the Connection Machine was not 
artificial intelligence, but scientific model- 
ling. Richard Feynman, a Nobel-prize win- 
ning physicist, worked at Thinking Ma- 
chines in its early days and realised that 
massively parallel machines were ideal for 
modelling processes in areas such as fluid 
dynamics, particle physics and astronomy. 
This insight led to the cm-2, which had an 
extra 2,048 processors to handle floating- 
point arithmetic and could thus do complex 
scientific calculations better. 

Thinking Machines’ customers included 
the Los Alamos National Laboratory, Ameri- 
can Express and America’s space agency, 
NASA. The hardware design was refined with 
the cm-5, and Mr Hillis even drew up plans 
for a Connection Machine with a mind-bog- 
gling ım processors. His company also pio- 
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neered the idea of redundant disk storage ar- 
rays, in which a large number of hard disks 
are combined to form a huge storage system. 
But as the idea of massive parallelism took 
hold, the practice of building supercompu- 
ters by combining a large number of stan- 
dard microprocessors became common- 
place. Mr Hillis left Thinking Machines in 
1994; the firm’s hardware business was even- 
tually bought by Sun Microsystems, and its 
software business, which specialised in data 
analysis, was acquired by Oracle. In a sense, 
by showing that massive parallelism was 
feasible, the company helped to putitself out 
of business. As if to prove Mr Hillis’s point, 
1BM is now building a massively parallel su- 
percomputer, Blue Gene, which will com- 
bine over 1m processors to form the most 
powerful computer ever built. 

The experience of working with scien- 
tists in a diverse range of specialised fields 
hada strong impacton Mr Hillis. He saw that 
the trend towards increasing specialisation 
meant that researchers in different fields 
were often unaware of what others were do- 
ing. Or, as he characteristically puts it, “all of 
this getting smarter is making us dumber.” 
And trying to stay ahead of the fast-chang- 
ing computer industry, he found, resulted in 
a very short-term perspective on the future. 
Mr Hillis started to think about a deliber- 
ately long-term project he could work on— 
something that, like a medieval cathedral, 
would not be completed within the lifetime 
of anyone present at its start. Prompted by 
the pre-millennial euphoria of the 1990s, Mr 
Hillis had the idea of a clock that would run 
for 10,000 years. 

Most of the people he mentioned it to 
thought it sounded crazy. His friends and 
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“Engineered systems are 
brittle, frail and liable to fail 
in unexpected ways.” 


colleagues wondered why such an obvi- 
ously talented engineer should waste his 
time on such an apparently whimsical pro- 
ject. But Mr Hillis’s idea struck a chord with 
some people. It made engineers start to think 
about how such a clock could be con- 
structed; lawyers and financiers began to 
wonder how to establish an institution that 
could survive for such a long time (a religion, 
perhaps?); meteorologists tried to imagine 
the weather 10,000 years hence, far beyond 
even the centuries-long forecasts of global 
warming. In short, the idea of the clock made 
tangible the concept of the far future, of 
“deep time”, and thus offered an antidote to 
technological short-termism. 

As with the Connection Machine, Mr 
Hillis is really interested in the idea behind 
the clock, rather than the actual hardware. 
But, as with his massively parallel comput- 
ers, he knew his clock idea would only be 
taken seriously if he actually built it. So, en- 
couraged by a handful of like-minded 
friends, he set to work. He decided that the 
clock’s design had toconform to a set of gen- 
eral principles: longevity, transparency, 
maintainability and scalability. Longevity 
goes without saying; transparency means 
workings that can be understood by inspec- 
tion; maintainability means using nothing 
that would be beyond a bronze-age culture; 
scalability means a design that can work on 
scales from the table-top to the monumen- 
tal. Longevity precludes the use of gears, 
which can wear, while maintainability and 
transparency rule out the use of electronics 
or atomic power. Tidal and geothermal 
power might work for a very large clock, but 
not for a small one. 

Eventually Mr Hillis opted for a design 
that is both mechanical and, appropriately 
given his background, digital. Called the “bit 
serial mechanical adder”, it uses sets of 28 
movable levers, each of which can be in one 
of two positions, to store 28-digit binary 
numbers. Each set of levers is called an accu- 
mulator; the “year” accumulator stores the 
fraction of a year that has elapsed. Twice a 
day, when the clock “ticks”, an ingenious 
mechanism adds a fixed value to each accu- 
mulator. After a year has passed, the value 
stored in the year accumulator overflows, 
the clock’s display of concentric rotating 
rings is updated, and the left-over fraction is 
stored, so there are no rounding errors. 

The first prototype of the clock, eight feet 
tall, was completed in 1999 and is now tick- 
ing in the Science Museum in London. Mr 
Hillis has since started work on a second, 
larger prototype. And last year the Long Now 
Foundation, a non-profit organisation es- 


tablished to promote projects with a 10,000- 
year perspective and funded by Silicon Val- 
ley millionaires, bought a mountain in Ne- 
vada where the full-scale clock will be 
installed. The mountain has a good deep- 
time pedigree, since it is home to some of the 
oldest living things on earth: 5,000-year-old 
bristlecone pine trees. Meanwhile, the foun- 
dation is working on other projects, includ- 
ing the Rosetta Disc, which will use semi- 
conductor etching techniques to etch the 
same text in 1,000 languages on to a three- 
inch metal disc. The idea is to manufacture 
many such discs and sprinkle them around 
the world, to assist archaeologists of the far 
future in deciphering lost languages. 


The human touch 


Thecommon theme in all of Mr Hillis’s activ- 
ities is the relationship between humans 
and machines. The brain-like Connection 
Machine is an example of technology in- 
formed by humanity; the 10,000-Year Clock 
and the Rosetta Disc use technology to en- 
courage the contemplation of humanity’s 
far future. Between 1997 and 2000, Mr Hillis 
pursued these ideas alongside his day job as 
a research fellow at Walt Disney Imagineer- 
ing, where his brief was essentially to have 
interesting ideas. He has recently parted 
company with Disney and is now setting up 
a new firm, called Applied Minds, in con- 
junction with Bran Ferren, his former boss at 
Disney, and Doug Carlston, the co-founder 
of Broderbund, an educational software 
firm. Mr Hillis is secretive about his new 
firm’s activities, other than to hint that they 
may involve acting as an “idea factory” de- 
veloping ideas for subsequent licensing to 
others, and might relate to educational com- 
puting. “We are educating people today in 
the same way as we did when there was 1% as 
much knowledge,” he points out. Industri- 
alisation extended humans’ physical ca- 
pabilities, he suggests, but computers have 
yet to extend their intellectual capabilities. 

Evidently the new idea factory will not 
be short of raw material. But among Mr Hil- 
li's many theories and speculations, per- 
haps the most provocative concerns the lim- 
its of engineering. He suggests that as 
technology becomes more complex, from 
operating systems to airliners, the pitfalls of 
engineering are becoming apparent. Engi- 
neered systems are brittle, frail, and liable to 
fail in unexpected ways; Mr Hillis says he is 
surprised that the engineering approach still 
works. Some day, he speculates, complex 
systems, from artificial minds to spacecraft, 
may be constructed using self-organising 
components that are guided in ways like gar- 
dening. In which case all bets about future 
technology, which tend to be based on ex- 
trapolations of engineering, will be off. It 
sounds crazy. But, not so long ago, so did the 
idea of a computer with 1m processors. 
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le v America Inc 


Along with creditors and shareholders, a third group is developing significant 
ownership claims on American companies: litigants 


HE manufacturer of Bubble Wrap ought 

to be as well protected from a financial 
collision as any product wrapped in the 
firm’s ubiquitous plastic would be from a 
more normal crunch. Sealed Air Corpora- 
tion’s margins and growth prospects are 
good, its patent protection strong. Three 
years ago, however, it made what in retro- 
spect can be seen as a classic American blun- 
der: it thought it was merely acquiring an- 
other plastic-packaging company; instead, it 
was buying a legal nightmare. 

The problem was the seller, W.R. Grace, a 
conglomerate that now teeters on the edge of 
bankruptcy from asbestos litigation. Law- 
yers pursuing Grace reckoned Sealed Air’s 
profits could be theirs ifa court could be con- 
vinced that along with the acquisition of any 
Grace subsidiary came Grace’s full liabil- 
ities—despite the fact that the firm bought 
by Sealed Air had never been involved with 
asbestos. When word of the litigation 
spread, Sealed Air’s shares and bonds were 
both hit hard. Regardless of the outcome of 
the case, Sealed Airis payinga higher cost for 
lawyers, and a higher cost for capital. 

And itis not alone. Last year, Moody's, a 
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credit-rating agency, downgraded 22 Ameri- 
can companies at least in part because of liti- 
gation risk. Asbestos lawsuits were responsi- 
ble for several of these, but even without 
asbestos, last year would have been a record. 
Sotheby's, an auction house, and ust, a 
chewing-tobacco firm, saw their credit 
downgraded in connection with antitrust 
violations; Beverly Enterprises was hit for vi- 
olating America’s complex Medicare billing 
practices; and American Home Products 
was downgraded following a $12.3 billion 
settlement stemming from its production of 
adiet drug that cleared federal safety hurdles 
but was later found to be dangerous. To an 
indeterminate degree, the threat of lawsuits 
could be driving the widening of spreads be- 
tween corporate and government bonds, 
says John Puchalla,a Moody’s economist. 
Of the many ways in which companies 
can end up owing vast sums of money in liti- 
gation, six currently stand out. Product-li- 
ability cases are the single most common 
area, followed (in no particular order) by 
suits concerning antitrust, intellectual prop- 
erty, employee conduct, contractual failure 
and, increasingly, shareholder actions. There 


is nothing new about the categories them- 
selves; what has changed is that each has be- 
come, in essence, a huge industry in itself, 
fed by ever larger settlements. 

One indication of this boom is a jump in 
the price of general liability insurance—the 
commonest corporate policy—by 8-10% 
over the past year, says Robert Hartwig, chief 
eécoriomist at the Insurance Information n- 
stitute, a trade group. A survey by Jury Ver- 


dict Research, a group used by many law 


firms, found another sign of the boom: the 
median product-liability award against 
businesses rose by 44% between 1998 and 
1999, from almost $1.3m to more than $1.8m. 
Consistent with this, the National Law Jour- 


= nal reports that awards in excess of $100m 


are on the rise, from 18 in 1999 to 27 in 2000. 

Some industries are being severely af- 
fected by these costs. Huge verdicts against 
nursing homes in Florida for mistreating pa- 
tients, for instance, have had the perverse ef- 
fect of pushing the cost of insuring each bed 
to almost $13,000, a price that puts homes out 
of reach of those who cannot afford to re- 
ceive care in their own home, says Maurice 
Greenberg, chief executive of arc, an insurer. 

Some companies sit on legal black holes 
of almost unimaginable size. Buried in the 
footnotes of Exxon Mobil’s latest financial 
statement, for example, are details of a $5.1 
billion award, handed down in 1996, for the 
environmental damage caused by the Exxon 
Valdez oil tanker. If this is upheld, Exxon will 
also owe accrued interest in the hundreds of 
millions. This year Exxon was also hit with a 
$s0om verdict for mispricing petrol sold to 
service stations, and another $3.5 billion ver- 
dict for underpaying for drilling rights in Al- 
abama. These, too, are on appeal. 

Because litigation risk is difficult to ana- 
lyse, when the financial markets do wake up 
to these concerns they often panic. As a re- 
sult, the indirect costs from higher financirig 
charges can become as important as any po- 
tential verdict or settlement. Take the case of 
Crown Cork & Seal, which late last year dis- 
closed a rise in asbestos claims related to a 
firm it owned for three months in 1963. A li- 
quidity crisis ensued: costs on refinancing its 
$2.5 billion in short-term debt rose by two to 
three percentage points, with each point 
adding as much as $a5m in annual expenses. 

No company is wealthy enough to shrug 
off litigation. In 1994, Dow Corning, a chemi- 
calcompany jointly owned by Dow Chemi- 
cal and Corning, had an aa bond rating and 
financed its operations at negligible cost 
through the public debt markets and from a 
global network of eager banks. In 1995, it filed 
for bankruptcy under the weight of lawsuits 
related to breast implants, a product that has 
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never been proven unsafe (though it can 
leak). Six years later, the firm remains mired 
in bankruptcy thanks to successive rounds 
of litigation on new grounds, notwithstand- 
ing its payment of billions of dollars in 
claims to cover every implant that it had a 
role in producing. In all this time, Dow Cor- 
ning has been locked out of the public debt 
markets and deserted by most of its banks, 

Stockmarkets, like debt markets, can also 
react jumpily when a company is hit with a 
lawsuit. Ina rare effort to gauge the impact of 
litigation on listed companies’ shares, Jona- 
than Karpoff of the University of Washing- 
ton, and John Lott Jr of Yale Law School, 
published a paper in 1998. This concluded 
that announcements of lawsuits seeking pu- 
nitive damages caused losses in market cap- 
italisation that, on average, exceeded the 
eventual settlement. The authors attributed 
this to lawyers’ fees and lasting damage to 
corporate reputations. 

Often, litigation is not the trigger for a 
company’s share-price decline, but rather 
the result. This is because any company 
whose share price falls sharply is exposed to 
legal action, either through a “shareholder 
class action” charging general managerial in- 
competence, or a “shareholder derivative 
suit” accusing the board of not providing ad- 
equate information. Lawyers say these suits 
prompt much-needed change. But itis ques- 
tionable whether they make economic 
sense, as they typically end up taking money 
from firms (ie, shareholders) and returning it 
to them minus lawyers’ fees—which can be 
one-third of the settlement. 

However, this has not stopped share- 
holder suits from becoming a huge issue. 
Premiums on insurance that protects man- 
agers from these suits has risen by as much 
as 40% this year. Not long ago, settlements 
over $25m were rare; now, thatis the average. 
Cendant, a hotel and car-rental company, is 
finalising a settlement for a shareholder suit 
stemming from a merger with cuc, a rival 
whose accounts were fraudulent. The final 
pay-out is expected to approach $3 billion. 

Ironically, a strong share price can cause 
problems too. An ongoing discrimination 
suit against Microsoft, brought by black em- 
ployees, accuses the company of giving 
white employees more favourable stock-op- 
tion packages several years ago. The plain- 
tiffs are claiming the difference between the 
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current value of their options and the value 
of those held by white colleagues. If the $5 
billion suit is successful, every technology 
company with high-flying shares and a low 
percentage of minority employees will be- 
come vulnerable. 


Regulation through litigation 


On the face of it, why shouldn’t a company 
that does something wrong pay the price? 
This sense of justice, after all, is why Ameri- 
cans love the novels of John Grisham and 
movies such as “Erin Brockovich”, with Julia 
Roberts. It is tempting to argue that litigation 
is good because it replaces direct govern- 
ment regulation. Moreover, there is some- 
thing to be said for the entrepreneurship of 
the plaintiff bar. Regulatory agencies often 
ossify, whereas plaintiff lawyers quickly 
gravitate to problems. The trouble is, there is 
no incentive for a plaintiff lawyer, or a jury, 
to weigh up the broader implication of huge 
awards against companies, especially multi- 
million-dollar punitive damages. 

Might the burden on companies ease 
now that George Bush is in the White House? 
While governor of Texas, Mr Bush champi- 
oned reforms that would make cases harder 
to bring: larger class actions would be more 
likely to be heard in federal courts, limiting 
jurisdiction shopping; lawyers bringing friv- 
olous suits would face fines; and lawyers’ 
fees could be more easily challenged. 

Whether any of these are enacted, how- 
ever, remains an open question. The plaintiff 
bar is flush with cash from tobacco and as- 
bestos settlements, and willing to reinvest 
profits not only in new litigation but also in 
political contributions. So far, the Demo- 
cratic Party has been the main beneficiary of 
this largesse. Hillary Clinton’s Senate cam- 
paign, for example, received 200 donations 
from plaintiff-related sources, according to 
the American Tort Reform Foundation, 

The connections are not limited to the 
Democrats, however. The brother-in-law of 
the Republican Senate majority leader, Trent 
Lott, is Richard (Dickie) Scruggs. His law firm 
has received more than $1 billion in tobacco 
settlement money and is heading litigation 
against the six largest health-management 
organisations (HMos). Any settlement could 
conceivably allow Mr Scruggs’s firm to retain 
a percentage of America’s health-care ex- 
penditures that would make the tobacco set- 
tlement look small. 

Pushing for reform would no doubt be 
easier if there were more precise information 
on the cost of litigation. Remarkably, for an 
issue so intimately tied to public policy, the 
information ranges from poor to outright 
wrong, says Deborah Hensler, a professor at 
Stanford Law School. State courts often pro- 
vide no data, while data provided by federal 
courts can be misleading. Most litigation is 
threatened and settled, leaving no financial 
trace. With more effort, these costs could be 
captured. Federal agencies routinely collect 












data from companies on employee benefits 
and pension plans for statistical surveys, 
notes Ms Hensler. The same methodology 
could be used tocompile litigation pay-outs. 

Reacting to a sense that verdicts have got 
out of hand, the Supreme Court on February 
26th heard appeals against two large awards: 
one a $4.5m copyright-infringement verdict 
over the design of a pocket tool; the other a 
$1.2 billion product-liability verdict against 
General Motors following a car crash. This is 
not the first time that the court has tried to 
send such a signal, however: in 1998, it threw 
backa multi-million-dollar verdict triggered 
by a touch-up job at a car dealer that was es- 
timated to be worth $4,000 in compensation. 
Penalties, the court ruled, must be tied more 
closely to harm. It is not yet clear that anyone 
is listening. 





Bigger digger 


UST two years ago, the mining firm known 

as “Big Australian” was bleeding red ink. It 

turned toa big American with big ideas for 
help. The burly new boss whipped it into 
shape, and within a year profits were soar- 
ing. Now, the motorcycle-riding executive 
plans to gobble up a biggish British rival. 
Having transformed sup, can Paul Anderson 
secure it a place in the big league? 

His latest move is characteristically bold, 
but it may yet produce a few nasty surprises. 
On March 19th, Mr Anderson revealed plans 
to merge BHP with Billiton, a British mining 
firm formerly based in South Africa. If con- 
summated, the deal would create a giant 
with a market capitalisation of almost $30 
billion and annual sales of nearly $20 billion. 
BHP shareholders will control about 60% of 
the combined group; the offer implies a pre- 
mium of around 20% for Billiton’s shares. Mr 
Anderson will serve as chief executive until 
the end of 2002, when he is to hand over to 
Brian Gilbertson, Billiton’s current boss. 

This putative deal is but the latest in a 
frenzy of consolidation that has gripped the 
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Once again, clients named Deutsche Bank 
the world’s No.1 investment bank 


“For the second year in succession, 
Deutsche Bank ranks number one in 
Euromoney’s annual survey of the world’s 
biggest and best providers of financial 
services...Deutsche Bank dominates... 

by a wide margin.” 


Euromoney, January 2001 
Poll of polls: overall results 
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We've always believed that if our clients came 
first, so would we. Another reason why 
Deutsche Bank is leading to results. 
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DAYBAG DOUBLES AS LAPTOP BAG 









Lettersize, A4, and Legalsize. $650 to $695. 

Includes Glaser Insiders™ divider and detachable, adjustable 
shoulder strap. Milled black, textured walnut, milled walnut, 
or natural leather. 


Please call for our free catalog. Toll free 800.234.1075. 


GLASER DESIGNS 


TraveL Goops MAKERS 





PHONE 415.552.3188 
ECON@GLASERDESIGNS.COM 


32. OTIS ST. SAN FRANCISCO, CA 94103 
FAX 415.431.3999 











(Invitation to submit Statement of Qualification for the 
\ Supply of Desalinated Water by the Private Sector 





The Public Utilities Board (PUB) of the Republic of Singapore intends to pre- 
quality bidders for the supply of 30 million imperial gallons per day (MIGD) 
[136,000 cu metres/day] desalinated water by the private sector on a Build-Own- 
Operate (BOO) basis. 


Developers interested in the Project are free to choose from a range of desalination 
processes, in particular multi-effect distillation (MED), multi-stage flash distillation (MSF) 
and reverse osmosis (RO). Sufficient operation experience will have to be demonstrated. 
References for the proposed process and unit capacities will be requested, 


The Developers may either use their own site(s) for the Project or lease a site identified 
for desalination plants at Tuas South Avenue 3, Singapore. 


The Developer awarded the project will enter into a long-term agreement for the 
off-take of water by PUB. The commercial operation of the desalination plant 


should commence by 2005. 


The Request for Qualification (RFQ) document is obtainable from the Service 
Centre, Public Utilities Board, 111 Somerset Road, Upper tst Storey, #01-09, 
Singapore 238164 on payment of a non-refundable document fea of $$206.00 
(inclusive of 3% GST). 


Upon written application, the RFQ document can also be dispatched by courier 
Service to the applicant who is outside Singapore. The application should be sent to 
the above address together with a bank draft of US$170.00 ‘inclusive of 3% G57) 
payable to ‘Public Utilities Board, Singapore’ with all bank charges payable outside 
Singapore absorbed by the applicant. Upon receipt of payment the document will 
be dispatched by courier service to the applicant, but under no circumstances will 
PUB be responsible for late delivery or lost of the document so dispatched. 


The Statement of Qualification (SOQ) in sealed envelopes shall be received by PUB 
up te 14.00 am on 1 June 2001 (Singapore time) 























@lobal mining and metals industry in recent 
years. In 1999, North America saw a wave of 
mergers in copper and aluminium, includ- 
ng a hostile bid for Reynolds by Alcoa, the 
world’s biggest metals firm. London-based 
Wirms led the charge last year, with forays by 
BBilliton, and by Rio Tinto and Anglo Ameri- 
scan, its much-bigger compatriots. Earlier this 
»year, Anglo launched a bid that would take 
lathe De Beers diamond cartel private. 

One reason why size matters is the min- 
ing industry’s small size relative to other 
comparable industries, such as petroleum. 
This means that only the biggest firms catch 
the eye of big institutional investors. An- 
other reason is that size and profitability are 
often linked. One reason, argues lan Maxwell 
of Schroder Salomon Smith Barney, an in- 
vestment bank, is that only the biggest firms 
can afford to get over the high barriers to en- 
try in the high-return, low-risk niches of the 
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mining business: iron ore, alumina, dia- 
monds and industrial minerals. As it hap- 
pens, BHP is strong in two of these areas, and 
Billiton in the other two. 

Still, snags may yet emerge. The deal 
might attract scrutiny from antitrust au- 
thorities. Competition concerns have al- 

- ready scuppered one big deal in the industry: 
the three-way aluminium merger proposed 
by Alcan, Pechiney and Algroup in 1999. But 
analysts say this is less likely to be a problem 
for BHP and Billiton since there is little over- 
lap: Billiton brings exposure to southern Af- 
rica and strength in aluminium and copper, 
while pup adds Australian assets and 
strength in coal, oil and other minerals. 

A likelier problem may be a hostile bid 
for Billiton, which could be a good fit for ei- 
ther Anglo American or Rio Tinto. Anglo al- 
ready owns 7% of Billiton, butit has its hands 
full with its ongoing De Beers deal. Tilting at 
Billiton now would also be financially risky 
for Anglo, especially given the promises by 
its boss, Tony Trahar, to show financial disci- 
pline and to diversify the firm away from its 
South African roots. Another bidder could 
be Alcan, which is rumoured to have been in 
merger talks with Billiton before BHP 
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clinched the deal. However, any new suitor 
must be ready to top the hefty premium of- 
fered by BHP. 

Even if a rival bid does not snatch Billi- 
ton from sHP’s clasp, Mr Anderson is not 
guaranteed success. After all, most mergers 
in most industries fail to live up to their pro- 
mise. In this case, however, cost reductions 
through layoffs or asset disposals are not the 
main justification; the firms promise to 
squeeze out less than $300m in costs by 2003. 

This may not be as bad as it seems. The 
synergies on offer are so meagre only be- 
cause the two firms are unusually comple- 
mentary. Mr Anderson says that the deal is 
not about cost savings, but rather about 
“creating opportunities” (what deal isn’t?). 
The merged firm’s bosses have already de- 
clared that it will pursue yet more deals. 

Jack Jones of c1sc, an investment bank, 
argues that the mining business is now di- 
vided between vultures and victims—and 
that this merger will move both companies 
firmly into the former camp. The deal, he 
says, should revive the finances of Billiton 
(whose large debt overhang made it the 
worst-performing British mining share last 
year) while leaving an enlarged sHp’s bal- 
ance sheet healthy. 

Even so, sceptics still worry that the firm 
may not be able to establish a new corporate 
culture quickly. Some point to the dual-list- 
ing structure of the deal (akin to that of the 
Anglo-Dutch Unilever) and the “heir appar- 
ent” arrangement, with Mr Gilbertson hang- 
ing about for the boss to retire. 

Mr Anderson dismisses such sugges- 
tions. He insists that he is fully aware of the 
need for speedy integration, and points out 
that he is a veteran of two other successful 
mergers, one of which produced Duke En- 
ergy, one of America’s biggest electricity 
firms. Still, he will need to move quickly ifhe 
wants to leave with his reputation intact. As 
he himself points out: “I've learnt with merg- 
ers that no matter how fast you move, you 
didn’t move fast enough.” Those words may 
yet come back to haunt him. 
= 





Hollywood 


Lights, camera, 
Whoops... 


LOS ANGELES 


OLLYWOOD is in its most self-con- 
gratulatory mood at Oscar time. But 
after the awards have been handed out on 
March 2sth and the champagne corks have 
stopped popping, Tinseltown has to roll up 
its sleeves quickly and get back to business. 
A series of strikes threatened by writers and 
actors could shut most of the movie-making 
industry down. 
The writers threaten to switch off their 
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Gladiators want residual payments 


laptops on May 1st, and the actors say they 
will walk off sets two months later, on June 
30th. It could be a long and bitter battle: new 
contracts are at stake. Their negotiation al- 
ways involves a certain amount of postur- 
ing, including talk of strikes, but this year it 
looks to be more serious than usual. This is 
partly because the Screen Actors Guild (sac) 
held a six-month-long strike last year—the 
longest in Hollywood's history—following 
the expiration of the contract for actors ap- 
pearing in commercials. 

Negotiations between the Writers Guild 
of America and the Alliance of Motion Pic- 
ture and Television Producers, which repre- 
sents studio managers, broke off on March 
ist with both sides far apart. Among other 
things, the writers have been calling for more 
“creative rights”, such as how much of a say 
they should have in the making of a movie 
and the sort of credits they should get. De- 
spite many directors dreading the prospect 
of writers tramping around their film sets, 
discussions about these issues have made 
progress. But the sticking point, as ever in 
Hollywood, is money. 

Like the actors involved in the strike last 
year, the writers want higher “residual pay- 
ments”. Every time a film or programme is 
released on television, video or pvp, a pay- 
mentis due to the writers involved. The writ- 
ers claim these payments should be higher 
because repeat showings and alternative 
forms of distribution—including, eventu- 
ally, the Internet—are becoming an increas- 
ingly important source of revenue for the 
studios. Negotiation of the contract for ac- 
tors will also hinge on residual payments. 

If media conglomerates such as AOL 
Time Warner, Disney and Vivendi Universal 
are going to suffer a strike, they may use the 
opportunity to clear out dead wood within 
their own organisations. This could antago- 
nise things further and make the effects of a 
strike even worse for the many small busi- 
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Sorted 


T’S official: Deutsche Post, Germany’s 
| A postal operator, is an abusive monopo- 
list guilty of predatory pricing and anti- 
competitive practices. On March 2oth, 
competition officials in the European 
Commission (Ec) enjoyed a rare moment 
of satisfaction when their boss, Mario 
| Monti, announced the findings of a 
lengthy inquiry into the group's business 
| practices. On top of being forced to pay a 
| €24m ($21.6m) fine, Deutsche Post has 
agreed to split its operations, creating asep- 
arate entity to run its business-parcel ser- 
vices and ring-fencing this operation from 
its monopoly in letters. 

The decision is a victory for ups, an 
American parcels and logistics group. It 
complained to Brussels about Deutsche 
Post as long ago as 1994 and has lobbied 
persistently for a result. It also called atten- 











tion to the German operator's 
rapid recent expansion into in- 
ternational logistics via acqui- 
sitions, arguing that deals 
were being unfairly subsi- 
dised by monopoly profits on 
domestic letters. 

That charge, though beyond 
the scope of the ec inquiry, now 
looks better founded. ups has re- 
cently attacked Deutsche Post in 
America, calling on the Department 
of Transport there to suspend the flying li- 
cence of put Worldwide Express, a logis- 
tics group controlled by the Germans. 
After this week’s findings, ups renewed 
these calls. 

Deutsche Post tried to put a positive 
spin on Mr Monti’s announcement, saying 
that it welcomed the end of the inquiry 
and that its new structure will make it more 
efficient. The truth is that the episode is 
hugely embarrassing and potentially 
costly. When the German government 
floated 25% of the group’s shares last No- 
vember, investors were reassured that 
questions from Brussels did not constitute 
meaningful risks. That now looks mislead- 
ing. The fine may be small, but Deutsche 
Post is being forced to hive off an impor- 
tant business. Small wonder that the news 
pushed its shares below their issue price. 

Worse, Mr Monti still has to rule on a 
second investigation into Deutsche Post. 
That case hinges on whether lucrative 
property sales by the group constituted 
state aid. If so, the receipts from such sales 
will have to be repaid. This money was a 





key factor in Deutsche Post’s overall finan- 
cial health before its flotation, so a finding 
against it in that case could have further se- 
rious consequences. 

Deutsche Post is trying hard to avoid a 
second blow. Among its defensive mea- 
sures, it has hired a former European com- 
missioner to lobby on its behalf. And it has 
political cards that, if played cannily,could 
help its cause. Unlike Britain and France, 
Germany is in favour of faster liberalisa- 
tion of Europe’s postal businesses. The 
European Parliament recently watered 
down the commissioners’ latest proposals 
on opening up the market. But the issue is 
far from decided, and the ec knows that it 
has to be pragmatic in nurturing allies for 
its reforms, notably Germany. So while it 
might be tough in future on Deutsche Post, 
it probably will not be too tough. i 

That leaves just one question: might 
Germany’s love of liberalisation be driven 
less by ideology than by a desire to see | 
Deutsche Post grab market share faster 
than less well-funded rivals? No letters, 
please. 








nesses that depend on the entertainment in- 
dustry, from caterers and carpenters to 
make-up artists and dry-cleaners. The pain 
would be felt across Los Angeles. Jack Kyser, 
the chief economist at the Los Angeles 
County Economic Development Corpora- 
tion, estimates that Hollywood contributed 
$31 billion to the region’s economy last year, 
and that a six-month strike would slow 
down growth in the area’s employment. 

The effects could last far longer than any 
strike. Many supporting trades in Holly- 
wood are worried about growing compe- 
tition from film industries in other countries, 
suchas Australia, Britain and Canada, where 
they have been nourished with tax breaks or 
other subsidies. On top of that, the relatively 
high value of the dollar means that shooting 
a film is often cheaper abroad for an Ameri- 
can production company than it is at home. 
In January, America’s commerce depart- 
ment estimated that film production shift- 
ing abroad is already costing the country $10 
billion a year. In 1998, some 139 of the 308 
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movies made for American television were 
shot outside America, compared with just 30 
produced abroad in 1990. 

Although American actors and writers 
are unlikely to risk being blackballed by 
travelling abroad to work on overseas pro- 
ductions during a strike, other trades would 
be free to do so. If a strike did drag on, the 
only Oscar to be awarded in 2002 could be 
for “Best Foreign Film”. 


Software 


Digital baroque 


Co soon to a screen near you: a re- 
vamp for your computer’s operating 
system. Microsofts new Windows xp, an- 
nounced in February, will come as standard 
on almost all new pcs by the second half of 
the year. Yet although it has 92% of the mar- 
ket, according to figures from rpc, a market- 
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research firm, Windows does not quite rule 
the desktop. On March 24th, Apple launches 
the latest version of its operating system for 
Macintosh computers, Mac os x (pro- 
nounced “oh-ess-ten”), which it hopes will 
boost the Mac’s market share above its cur- 
rent measly 4%. Mac os x has more than just 
an “x” in common with Windows xp. The 
two launches represent the culmination of 
lengthy and horribly overdue efforts by Mi- 
crosoftand Apple to modernise their operat- 
ing systems. 

For years, Microsoft has developed and 
sold two separate versions of Windows: one 
for home use (the most recent incarnation of 
which is Windows me) and a more high- 
powered and reliable version for businesses 
(most recently, Windows 2000). The home 
version of Windows has always been far 
more crash-prone, but supports a wider 
range of software—in particular, it lets you 
play more games. Maintaining two versions 
of Windows is, however, hugely costly for 
Microsoft, and the company has been trying 


THE ECONOMIST MARCH 247H.2002 : 








X 





zvo combine the best features of both for 
any years. With Windows xp, it has finally 
ne it. Even so, xp will be sold in different 
guises for home and office use, and Micro- 
_ softis initially pushing it in the home market, 
“since it does not want to undermine cor- 
"porate sales of Windows 2000 just yet. To this 
send, it has added new features to simplify 
the use of digital cameras, music files and 
videoclips. 

Similarly, Apple has toiled for years to 
give the Mac os grown-up features such as 

< protected memory (which means fewer 
crashes) and multi-tasking (which makes it 
possible to run lots of programs at once 
smoothly). After many false starts and 
changes of plan, Mac os x marks the realisa- 
tion of this dream. In fact, it is really a new 
operating system altogether, incorporating a 

- clever piece of software that makes it com- 
patible with old programs. Apple has also 
overhauled the “look and feel” of its operat- 
ing system, with widespread use of shadow, 
translucent and liquid effects. And, like Mi- 
crosoft, it has recently been pushing the pc 
as the hub of a “digital lifestyle” by including 
extra software for editing videos and “burn- 
ing” cps. But, somewhat embarrassingly for 
Apple, it turns out that Mac os x will notsup- 
port pvp playback or cp burning until the 
summer. 

Both firms hope that their new operating 
systems will boost sales of new computers, 
and breathe some life into the ailing pc in- 
dustry. xp and os x both require powerful 
machines, so that it may make more sense to 
buy anew computer than to try and upgrade 
anold one. Besides, upgrading is painful: get- 
ting existing hardware and software to work 
with a new operating system is never easy. 

This is what makes another new desktop 
system, released on March 19th, so interest- 
ing. Nautilus is a snazzy graphical desktop 
environment for Linux, the free operating 
system developed by programmers collabo- 
rating over the Internet. Eazel, the Silicon 
Valley firm behind the software, hopes to 

- make Linux easier to use than the Mac os or 
Windows, and thus to boost Linux’s share of 
the desktop market above its current 1%. Ea- 
zel is giving away Nautilus, but hopes to 
make money by charging users for services 
such as online storage, regular backups 
and—cleverest of all—automated software 
upgrades. 

The idea is that when an update toa par- 
ticular piece of software becomes available, 
Nautilus allows the user to download and 
install it with a single click. Security and bug 
fixes are thus installed quickly, and each up- 
grade is small and painless. This is a radically 
different approach to most software up- 
dates, which aggregate lots of fixes into infre- 
quent, large and painful upgrades. 

Windows xp and Mac os x are, in com- 
parison, the software equivalents of baroque 
cathedrals: vast, complicated edifices built 
by thousands of workers over many years. 
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But though its approach may be more ele- 
gant, Eazel must show that its business 
model, as well as its technology, will work. 
That will not be easy. Many software firms 
that are trying to make money from Linux 
are struggling, and Eazel recently announced 
layoffs of its own. It insists that with the 
collaboration of Linux’s vast community of 
programmers, it can punch above its weight. 
But the cathedrals are not quite ready to 
crumble. 


amannan re wena 
Russian energy 


Gassing on at 
Gazprom 


MOSCOW 


NOTHER board meeting, feeble excuses, 
mysterious threats and murk aplenty 
business seems to be pretty much as usual at 
Gazprom, Russia's biggest company. Minor- 
ity shareholders wish it were otherwise. 
Their biggest beef is with Itera, a Florida- 
based outfit that has become one of the 
world’s largest private-sector gas companies 
thanks to its unexplained, and evidently 
advantageous, ties with Gazprom. 

Led by Boris Fedorov, a combative for- 
mer finance minister and a Gazprom out- 
side director, the minority shareholders have 
commissioned Deloitte Touche, an accoun- 
tancy firm, to investigate Gazprom’s links 
with Itera. At a stormy board meeting on 
March 20th, Gazprom’s bosses repeated 
their line that the existing auditors, Pricewa- 
terhouseCoopers (pwc), should do the job. 

After weeks of havering, pwc is now set 
to agree to this. Angry investors have got 
hold of compromising documents on Gaz- 
prom’s relationship with Itera. One was 
leaked to the Financial Times last week. 
More may follow. Investors are curious as to 
why pwc has never mentioned Itera as a re- 
lated party in its audits of Gazprom, and 
some of them are thinking of suing pwc, 


"BUSINESS 


which vehemently denies any suggestion 
that it failed to do its job properly. 

Now Mr Fedorov himself is under fire. 
There are threats of legal action from lawyers 
acting for unnamed foreign shareholders 
who claim that his campaign is driving 
down the share price. He says that he has re- 
ceived warnings of impending criminal pro- 
ceedings in Russia. Unpleasant articles 
about him have suddenly started appearing 
in the Russian press. And last month, some- 
one threw poisoned meat into his garden, 
killing his dog. “The threats are getting very 
nasty,” he says. 

Mr Fedorov’s weakest point is a poten- 
tial conflict of interest. The bank he founded, 
urG, is a big dealer in Gazprom stock, espe- 
cially helping offshore investors to buy 
shares listed in Moscow. In theory, these 
shares are only to be bought by locals. They 
trade at half the price of Gazprom shares 
listed in New York, known as American De- 
positary Shares (aps). 

Someone—many suspect Gazprom—is 
encouraging a London-based financier 
called Simon Cawkwell (nicknamed Evil 
Knievel for his daredevil tactics) to sue Mr 
Fedorov’s bank. Mr Cawkwell says that by 
helping foreigners to buy local shares, UFG is 
hurting the price of those listed abroad. 

Thanks to support from the government, 
Gazprom’s largest shareholder, Mr Fedorov 
was able to beat back criticism from Gaz- 
prom management at this week’s board 
meeting. He argues that Gazprom itself plays 
the same game: it recently transferred 1.4% of 
its locally registered shares to unknown for- 
eign owners. That handed somebody an in- 
stant profit of around $i00m, according to 
Stephen O'Sullivan, an analyst at UFG. 

The Russian government talks about re- 
form, but it has yet to show that corporate 
governance in big companies is much of a 
priority. The big test of its intent will come on 
May 31st when the contract of Gazprom’s 
current boss, Rem Vyakhirev, expires. He 
wants another one, but that will require 
backing from board members who repre- 
sent the government. If they plump for a 
more investor-friendly candidate, it will be 
an important step towards reform—such as 
plugging the $4 billion-plus that minority 
shareholders claim leak out of the company 
every year. 
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Fibre optics 


Drowning in glass 


NEW YORK 


Can you have too much of a good thing? The history of technology says not, 
but that was before the fibre-optic bubble 


REAMY it may seem, but “build it and 

they will come” is one of the most fun- 
damental and lasting laws of technology. 
Each year the labs of Silicon Valley find ways 
to increase the capacity of everything, from 
processors to storage space, seemingly be- 
yond all sense and reasonable demand. Yet 
somehow ways are always found to use itall. 
In technology, capacity drives demand, 
rather than the other way round. 

The same has been true for communica- 
tions capacity, which has been growing 
quickest of all, thanks to fibre optics. But 
here, the recent stockmarket bubble 
changed the picture. Investors threw tens of 
billions of dollars at new telecoms compa- 
nies that were laying fibre networks in com- 
petition with the incumbents. The pace of 
new fibre laying, already fast, became fre- 
netic: sales growth at leading fibre makers 
such as Corning hit 50% last year, nearly 
three times the previous rate. The race to lay 
new fibre reached such extremes that one 
company, 36onetworks, rose to fame not for 
its network technology but because it in- 
vented a railway cable-laying machine that 
could rise up to let trains pass underneath, 
saving it from having to waste valuable time 
scooting off to a siding. 

When the stockmarket tumbled, the in- 
dustry realised that it was looking at an un- 
precedented overhang of raw fibre. As ex- 
pensive as it is to lay fibre, it is far more 
expensive to “light” it with lasers, amplifiers 
and other optical equipment, and thus turn 
potential capacity into usable bandwidth. To 
light the new fibre that American carriers 
have already announced 


fill. Over the past six months, concern that 
the white-hot optics industry was going to 
slow dramatically has savaged the share 
prices of its leaders, leaving stars such as jps 
Uniphase more than 80% off their peaks. 

There is plenty of evidence to support 
the fear of a fibre glut. Technologies that were 
expected to consume huge amounts of ca- 
pacity have been slow to 
arrive. Fast mobile-data 
networks using so-called 3G 
technologies will be de- 
layed for years, a victim of 
disappointment with the . 
present technologies and a 
drying-up of the capital 
markets. Gigabit Ethernet, 
which allows companies to 
connect their office net- 
works at blazing speeds, 
has been held back by 
slowing corporate technol- 
ogy investment. And Nap- 
ster, which accounted for 
an estimated 4% of total In- 
ternet traffic at its peak (and 
much of the demand for 
home ps1 and cable modem connections), 
now risks being shut down. 

Many of the companies that were ex- 
pected to be the main consumers of new fi- 
bre have also been hit by the market down- 
turn. So-called competitive local-exchange 
carriers, such as 1cG, which. build fibre net- 
works in cities to compete with big incum- 
bents, are sagging under heavy debt loads; 
ICG itself is under bankruptcy protection. 
Most of the upstart firms 





they are adding to their net- 
works would cost more 
than $500 billion over the 
next three years, more than 


that planned to offer high- 
speed pst connections to 
homes and small busi- 
nesses, such as Covad, are 





ten times current spending 
rates, according to Level 3 
Communications, a carrier 
(see chart). Needless to say, 
that sortof money is nolon- 
ger available. 

Telecoms carriers tend 
to lay fibre speculatively, 








also now on the ropes. All 
carriers have been hurt by 
the over-investment of the 
past few years, which 
brought more competitors 
to the market than demand 
could bear. 

One consequence of all 








but only light it when they 
have an actual buyer. Now, with the stock- 
marketin a spin, they donot haveas many of 
those as they were counting on. On March 
19th, Coming warned that the growth of its 
fibre sales this year would be less than half 
last year's level—and even that will be 
propped up by a huge backlog of orders 
from last year, which it will now be able to 
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this is a gap between the 
main supply of potential bandwidth capac- 
ity (the long-haul networks between cities) 
and the main sources of new demand (small 
businesses and homes). From now on, there 
will be fewer companies connecting these 
consumers to networks than before, and at 
slower rates. This “last mile” bottleneck 
keeps millions of homes and businesses us- 


A lot of it about 





ing dial-up modems, consuming trickles off 
bandwidth when they might want floods 

and leaves much of the fibre in long-haul 
networks unused. 

But there is a big difference between a 
temporary mismatch in supply and de~ 
mand and a rejection of the “build it and 
they will come” rule of technology con-: 
sumption. The industry clearly overshot ir 
the heady days when money was easy and 
growth was everything. Yet hardly anybody 
doubts that almost all the fibre in the ground’ 
today will be used eventually. The question 
is whether the companies that made the in- 
vestment will be able to stay in business long 
enough tosee the day. 

Even in the current slump, Internet and 
other data traffic continues 
to more than double each 
year. Sadly, fibre invest- 
ments in recent years im- 
plied a belief in even higher 
growth than that. Along 
with the growth in fibre it- 
self, the optical-equipment 
industry was developing 
new gear that could send 
many more wavelengths 
down each fibre strand, 
multiplying the capacity of 
even existing cables a hun- 
dredfold or more. All told, 
carriers in the United States 
planned to increase their 
capacity almost seventy- 
fold over the next three 
years, according to Level 3. At current rates of 
growth, demand would have only risen 
about fourfold over the same period. 

But here, price elasticity may help the in- 
dustry’s plight. One of the good things about 
the fibre glut is that the price of unused fibre, 
which had remained relatively stable (since 
it reflects the cost of construction workers 
more than technology), is now falling 
quickly. As more companies get in trouble 
and are forced to dump capacity, the price 
will fall even faster. The result may be that 
once the shakeout is over, the survivors will 
be able to offer unprecedented amounts.of 
bandwidth for unheard-of prices. Compa- 
nies such as Narad Networks are developing 
technology that will allow them to offer 
homes up to 100 megabits of raw bandwidth 
at less than $100 a month, 

With that kind of capacity, applications 
such as video-on-demand suddenly be- 
come economically attractive. If people start 
watching rv over the Internet, the fibre now 
in the ground may no longer be enough. And 
so the cycle will start again, just as it does in 
Intel’s chips and Seagate’s hard drives, The 
only difference is that billions of dollars of 
investment will have been burned up wait- 
ing for that day. Fibre is not so different from 
other technologies, except for the cost of get- 
ting it wrong. 
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FACE VALUE 





Radicalism, Asian-style 


Dhanin Chearavanont is one of South-East Asia’s leading tycoons and one of the most 
eager to restructure. Can he untangle his business from his family? 


N ORDER to grasp just how much Dha- 

nin Chearavanont, the patriarch of 
Thailand’s largest corporate empire, 
stands out from South-East Asia’s busi- 
ness culture, first consider how much he 
once personified it. The son of immigrants 
from southern China, he built the family 
business from humble beginnings to tow- 
ering heights. He mastered the winks and 
nods of the overseas Chinese networks, 
then kept outside investors in the dark. He 
expanded recklessly into totally unrelated 
industries. 

By 1997, Charoen Pokphand (cp), the 
empire that Mr Dhanin runs, was a typical 
Asian family business. It sprawled. cr’s 
“core” business, if it had one, was the pro- 
duction of food—it is, for instance, the 
world’s largest producer of animal feed and tiger prawns. But cp 
was also dabbling in telecoms, insurance, retailing, pharmaceuti- 
cals, petrochemicals, breweries and even motorcycles. 

All this had to be financed, and here too cp was typical. Part of 
the group was privately held by the family and totally opaque; 
other parts were publicly listed. Investors would put their money 
into the listed part, but had virtually no way of tracing what hap- 
pened to it thereafter. All of this was, and still is, so commonplace 
in much of Asia that it would hardly be noteworthy, except for 
what has been happening lately. 

For most of Asia’s tycoons, the economic crisis of 1997-98 was 
traumatising, but a wake-up call it was not. Mr Dhanin, by con- 
trast, sat down with his brothers for some honest reassessment. 
His conclusion—which, in South-East Asia, borders on radical— 
was that cp should slim its activities. So Mr Dhanin started turning 
down “offers” to expand (into power plants, motorways and air- 
ports, for instance) and even began selling things (supermarkets, a 
brewery, the motorcycle maker and more). He also vowed that cp 
would try harder to please outside shareholders by striving to be- 
come more open. 

If raising these subjects at the family—ie, boardroom—table 
suggests an unusually open mind, then this is not so out of charac- 
ter. Mr Dhanin has always blended typically Asian ways of think- 
ing with his own idiosyncrasies. He loves cock-fighting, but insists 
on making the sport more humane by 





when Deng Xiaoping re-opened the country 
in 1978, and he is one of the biggest and best- 
connected investors there today. Yet he is also 
a proud Thai, adorning office walls with por- 
traits of the royal family, and showing off the 
pin on his lapel, which was put there by the 
king himself in recognition of his good deeds. 
Mr Dhanin is also close to many Thai politi- 
cians, not least the current prime minister, 
who happens to be an ethnic Chinese tele- 
coms tycoon. 

For all his connections, Mr Dhanin, 61, is 
humble enough to realise that he must forever 
keep learning and changing. So he and his 
brothers, who are in their seventies, have 
agreed on a management motto: “Every year 
we geta year older, but let’s make sure that our 
brains get a year younger.” Whether the sub- 
ject is the latest food-production technology, shifts in health con- 
sciousness among consumers, or new management fads touted by 
globe-trotting consultants, Mr Dhanin claims to listen. It is this at- 
titude that has helped cp win accolades as one of the best-run 
conglomerates in Asia. 


Not quite in focus 

Nonetheless, this is still Asia, so there are limits to the pace of 
change. Take, for instance, Mr Dhanin’s two favourite words these 
days: “focus” and “transparency”. For hard-nosed executives in 
western countries, being “focused” is like being pregnant—you ei- 
ther are or you aren’t—but Mr Dhanin seems to think that being 
half-focused will do. Here, family considerations play a part. Even 
without synergies, he says, telecoms in Thailand looks like a great 
opportunity, as does retailing in China.So one son runs the former, 
another the latter, and this won't change. The same ambivalence 
applies to transparency. Mr Dhanin talks more to investors and 
the press than he used to, and discloses more about his listed com- 
panies. But large parts of the empire remain in a cloud. Eventually, 
he says, all of it should come under a public holding company. 
When? He gives no timetable. 

Still, behind the changes at cp lurks a bold vision. Mr Dhanin 
and his brothers were raised on Confucius, so they would never 
put the company above the family. At the same time, he recognises 
that the company has outgrown the fam- 





putting little boxing gloves on the sparring 


roosters, in place of the customary blades. | CP net profit* 


A crisis that focused minds 


ily (it needs more outside capital) just as, 
in another way, the family has outgrown 





He breeds pigeons and gets rather com- | P29 


petitive about racing them, but he never 
orders pigeon in a restaurant. 
In business as well as sport, Mr Dha- 





the company (there are too many relatives 
for all to be managers). In the long run, Mr 
Dhanin reckons, the only way to keep 
peace in the family is therefore to make all 





nin ploughs his own furrow. He swears by 



















Feng Shui, and has been known to consult rn) ea fe 
face readers before hiring executives. He ibs? ni He 
also displays a flexible attitude to patrio- Pook 


tism. At home, the family speak their an- 
cestral dialect, and there are those who 


itsmembers shareholders in a transparent 
company. Then none of them has special 
advantages when buying or selling shares. 

To Mr Dhanin, who is a Buddhist, 
there is an even deeper thought here. He 
believes companies are like living beings: 





claim that Mr Dhanin’s Mandarin sounds 
better than his Chinese-accented Thai. He aM Se eter A 
has certainly never tried to hide his roots: 1992 93 94 95 


Source: Company reports 





*includes only listed companies in the group 





they follow a cycle of birth, growth, decay 
and death. “We cannot keep the business 


J pini. 
97 98 in the family forever,” he says, smiling. “So 








he was the first outside investor in China 


if you know that, why not prepare?” 
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BAPAN’S ECONOMY 


Another false dawn? 


TOKYO 


Policy changes at the Bank of Japan, and more promises to clean up the 
banks, seem to have convinced investors that Japan does not, after all, face 
imminent collapse. But for how long will they remain convinced? 


AS Japan at last stumbled upon a cure 

for its sickly economy? The stockmark- 
et seems to think so. On March 21st, Japanese 
shares soared by 7.5%, with the Nikkei 225 in- 
dex closing above 13,100 for the first time 
since February 26th. After another fall on 
Wall Street the day before, most pundits had 
forecast trouble in Tokyo. That 
would once again have threatened 
Japan’s wobbly banks and its weak- 
ening economy, which the central 
bank admitted (on the very same 
day that traders were rushing to buy 
shares) had “come to a pause”. 

The stockmarket was excited 
about two bits of news, which it 
hopes are related. On March 19th, 
the central bank, the Bank of Japan, 
in effect cut interest rates back to 
zero, completing the reversal of its 
rate increase of last August, the first 
in ten years. On the same day, Yosh- 
iro Mori, Japan’s prime minister, 
who was in Washington to meet 
President Bush, pledged to come up 
with a solution to Japan’s debt pro- 
blems within six months. 

With the newspapers full of 
speculation about a grand economic plan to 

- restore the economy to health, this suddenly 
looked to be just what the doctor ordered: 
the government would force the banks to rid 
themselves of their bad debts, once and for 
all; as a salve for the pain of the bankruptcies 
and job losses that were sure to follow, the 
Bank of Japan would print lots more money; 
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Mori and Bush compare bubbles 


and a side deal with the Americans would 
pave the way for the yen’s rapid fall, to ¥140 
to the dollar or lower. In the space of a single 
day, Japan’s hopelessly muddled economic 
policy seemed, almost miraculously, to have 
come together. 

Dream on. Agreed, the Bank of Japan 


is what the Japanese government and some 
economists have been urging it to do: print 
lots of money, force the yen lower, and get 
people to start believing that prices must 
soon start to rise. 

In fact, not only has the bank made no 
pledges about the circumstances under 
which it might print more money. It has only 
agreed to print just enough to force rates 
back to zero. It is no coincidence that, under 
the zero-interest-rate policy that the bank 
ran before last August’s rate increase, com- 
mercial-bank reserves deposited with it av- 
eraged around ¥5 trillion—exactly the target 
that it has now adopted. 

Mr Mori’s Washington “pledge”, mean- 
while, lasted little more than a day. On 
March 21st, Yasuo Fukuda, the chief cabinet 
secretary, denied that the prime minister 
had meant he would clean up the 





pledged much more than a rate cut: it has 
abandoned targeting interest rates alto- 
gether. Instead, it plans to target the quantity 
of money that flows through the economy. 
Its chosen measure is the reserves that com- 
mercial banks deposit with the central bank. 
It wants to push these up from ¥4 trillion 
($32.5 billion) to ¥5 trillion, by flooding the 
markets with more money. This will have 
the effect of driving short-term interest rates 
down to zero. In another change of policy, 
the bank also said that it plans to hold inter- 
est rates at zero until the country shakes off 
what the government now admits is persis- 
tent deflation. 

There is less to these changes, however, 
than meets the eye. The Bank of Japan has 
promised not to raise rates until prices start 
to rise again. It has also promised to increase 
the supply of money. What it has not done is 
explicitly to link the two, by promising to 
print money until it creates inflation. Yet this 


banks’ bad debts within six months. 
In fact, said Mr Fukuda, Mr Mori 
was referring to the government's 
debt problems, for which he hoped 
there would soon be a plan. 


The political background 
Salvation is still possible: the gov- 
ernment is floating all sorts of ideas 
for helping the banks to rid them- 
selves of their bad debts. It is also 
true that the Bank of Japan’s policy 
changes bring it an inch or two 
closer to printing money to create 
inflation. But there are still as many 
uncertainties as there were at the 
beginning of the week. For all the 
talk of a co-ordinated rescue pack- 
age, the government’s economic 
policy still seems to be in a muddle. 
And the confusion looks set to continue. For 
behind the scenes rages not one but three 
fierce political battles. 

The first of them pitches the ruling Lib- 
eral Democratic Party against the Bank of Ja- 
pan. The Lor wants the bank to turn on the 
printing presses, but the bank continues to 
refuse, despite what was dressed upas a rad- 
ical policy shift this week. Bolder measures 
may come later, hints the bank, but only if 
the politicians get serious about cleaning up 
the banking sector. 

For the obtuse and hard of hearing, the 
Bank of Japan has put its unorthodox 
agenda squarely in the open. To restore sus- 
tainable growth, it said in an extraordinary 
footnote to its policy changes this week, it is 
essential to reform the financial system, the 
economy and industry. “Structural reform 
may be accompanied by painful adjust- 
ments,” it warned. Without them, “neither 
improvement in productivity nor sustain- 
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Time for Japanese consumers to wake up 


able economic growth can be obtained.” 

The second tussle is over the fate of Mr 
Mori. Japan’s stunningly unpopular prime 
minister has already caved in to pressure by 
promising to resign, albeit indirectly. But his 
supporters have not yet given up hope. They 
are trying to use the economic crisis to keep 
him in power for as long as possible. With 
the stockmarket and the banks so weak, they 
say, economic policy must take priority over 
the party’s leadership battle. Mr Mori’s op- 
ponents in the Lpr and the media, mean- 
while, are taking every opportunity to frus- 
trate his policy initiatives. The result, up until 
now, has been political paralysis. 

The final and most important stand-off 
is between the Lpp’s reformist minority and 
its conservative mainstream, over the much- 
scarred battleground of bank policy. Mr Mi- 
yazawa has proposed what looks like a dis- 
guised, pain-free, bank bailout, with taxpay- 
ers underwriting a fund that would take the 
banks’ troublesome ¥.45 trillion ($365 billion) 
or so of shares off their hands. These massive 
share portfolios have been the banks’ biggest 
headache recently, because the value counts 
in calculating their capital. With the stock- 
market so depressed, the banks now face 
larger deductions from their capital bases. 

The reformers, on the other hand, have 
been pushing a tough new plan fronted by 
Hakuo Yanagisawa, Mr Mori’s 





question of who succeeds Mr 
Mori, for instance, is crucial to 
the battle over banking policy. 
But not even Japan’s best in- 
formed political insiders have 
much idea about the outcome. 


Pacific contagion 


The proximate cause of all the 
muddle lies not in Japan, but 
in America. The weakening 
economy there and the col- 
lapsing market for technology 
shares have hurt Japan badly. 
Since Japan’s exports to Amer- 
ica add up to just 3% of GDP 
(compared with, for example, 
more than 8% in South Korea), 
the direct effects of American 
weakness through trade flows 
have been small. Moreover, contrary to 
widespread belief, export growth was never 
important to Japan’s economic recovery in 
the first place. 

Yet confidence has tumbled and the 
strength of the business cycle, which has 
been nudging the economy forward, is now 
in serious doubt. The recent fall in the growth 
of machinery orders, a good guide to future 
business investment, has gloomier econo- 
mists predicting a business recession by the 
summer. 

The explanation lies partly with the 
technology industry. One defining feature of 
Japan’s latest recovery is that much of the 
country has in fact stayed in recession, from 
its restructuring steel makers and shipbuild- 
ers to its overborrowed high-street retailers. 
Growth has instead been concentrated on 
high-tech manufacturers, including chip 
makers like Fujitsu and Nec, consumer-elec- 
tronics firms like Matsushita, and a whole 
raft of specialist mid-sized manufacturers. 
Richard Jerram of 1NG Barings, an invest- 
ment bank, calculates that in the two years to 
the end of 2000, the electrical-machinery 
sector (which has a strong high-tech bias) 
contributed nearly two-thirds of Japan’s 
9.5% overall rise in industrial production. The 
sector’s share of production, however, is just 
one-quarter. 
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Between October 1998 and February 
2000, the value of Japanese technology 
shares tripled. With demand for computers, 
mobile phones, fibre-optic cable and other 
high-tech kit racing along, massive new 
business investment followed. In the year 
ending March 2001, for instance, Japan’s five 
big chip makers invested a record ¥964 bil- 
lion in new plant and equipment, up nearly 
80% on the previous year. 

Yet just as the technology industry’s ex- 
travagant hopes had outsize effects on econ- 
omic growth last year, so this year’s gloomier 
sentiment threatens a wider recession. Since 
last summer, the price of 64 megabit DRAM 
computer-memory chips, an industry 
benchmark, has fallen by more than half, to 
less than $4. A sudden drop in consumer 
confidence in America, coupled with fears 
about the enormous investments of Eu- 
rope’s telecoms companies (along with the 
debts that they have amassed to make them) 
has deepened the gloom. Japan’s technology 
firms have rapidly switched from record 
profitability to profit warnings. Business in- 
vestment plans have been hurriedly shrunk, 
even as share prices have col- 





minister in charge of the bank 


Brief respite 


lapsed: since February 2000, high- 
tech stocks have halved in value. 








clean-up. Mr Yanagisawa wants to 
write down all the banks’ bad 
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debts by March 2002. That, how- 
ever, is likely to mean a rash of 
bankruptcies and job losses in the 
struggling construction and retail 
industries—which just happen to 
be the two most important con- 
stituencies for traditional LDP 
politicians. 

Adding to the political com- 
plexity is the possibility that the 
outcome of one or more of these 
battles will influence the others, 
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The stockmarket’s collapse 
3 has had unfortunate conse- 
| quences, particularly for Japanese 
i> banks. Over the past decade, the 
banks have ditched more than ¥70 
trillion of non-performing loans _ 
i while trying to scrub themselves 
+ clean. But with good loans souring 
0 as fast as banks can provision 
against them or write them off, 
that much and more still sits on 
their books. The banks themselves 
are partly to blame for this: they 
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with unpredictable results. The 
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have, until recently, been far too 
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optimistic about the prospects for their 
worst borrowers. 

But it is the stockmarket’s tumble that 
has done the most damage. The banks’ huge 
equity portfolios, until recently the source of 
unrealised gains which they have used to 
pay for bad-loan disposals, are now full of 
losses. With the benchmark Nikkei 225 index 
hovering near a 16-year low, the holes are 
getting bigger. After next month, when anew 
method of accounting (based on market val- 
ues) is introduced, these portfolio losses will 
hurt the banks’ capital bases, from which 
they will be subtracted. If the broader Topix 
stockmarket index falls to 1,178, the 16 biggest 
banks’ net equity losses could balloon to ¥3.8 
trillion, warns Yukiko Ohara of Dresdner 
Kleinwort Benson, an international invest- 
ment bank. 

A more imminent danger is that some 
banks might not be able to close their books 
for the year at the end of this month. Until 
next month’s market-value accounting 
changes, they must mark down any shares 
which fall below 50% of the price at which 
they were purchased or last revalued, a pro- 
cess which could push a few into insolvency. 
Such fears have already battered banks’ 
shares, notably those of Daiwa Bank 
and Chuo Mitsui Trust, both of which 
have particularly dreadful-looking 
stock and loan portfolios. 


Pre-press requirements 


Against this sort of headwind, it is 
hard to see how the Bank of Japan’s 
latest policy can turn the banks and 
the economy round. It will help that 
the bank has committed itself to 
keeping interest rates at zero until 
prices start to rise again. That will re- 
assure people that it is not going to re- 
peat its mistake of last August, when 
it raised rates despite evidence of lin- 
gering deflation. 

But free money will not make 
much of a difference to an economy 
that was already limping along with 
interest rates at a mere 0.15%. Rock- 
bottom rates do not work in Japan, 
and have not done so for several 
years. They do not encourage banks 
to take more risks and to make new loans, 
because the banks are broken. On the other 
hand, they do not encourage borrowers to 
take new loans, because they have bor- 
rowed too much already. 

Printing money in huge quantities might 
work, as it should push the yen dramatically 
lower. It might also encourage people to be- 
lieve that prices will start to rise again. But 
printing huge amounts of money is not what 
the central bank has promised to do. It fears 
trouble in Japan’s government-bond mar- 
ket, which must finance a deficit of close to 
10% of Gpr and national debts of ¥666 tril- 
lion, a whopping 120% of cpe (see chart 3 on 
previous page). 
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So far, the market has digested all this 
debt with barely a burp: ten-year bonds 
yield only a fraction over 1%. But the Bank of 
Japan worries that the sight of the central 
bank printing money to finance the govern- 
ment’s deficit (which is exactly what it 
would be doing if it bought large amounts of 
government bonds) might unnerve inves- 
tors. If bond yields then rose, investors might 
really take fright, dumping bonds and the 
yen. The bank might then be forced to print 
yet more money in order to cover the gov- 
ernment’s larger interest bill, pushing rates 
up further and entering a vicious circle. The 
risk might be small. But the possible conse- 
quences are dire. 

The second reason that the bank contin- 
ues to resist the temptations of the printing 
press is that it first hopes to extract a sincere 
effort from the Lpr to clean up the banking 
mess. Masaru Hayami, the central bank’s 
brow-beaten governor, is all too aware of the 
popularity of printing money among the 
LDP’s old guard. In Mr Hayami’s view, con- 
servative politicians like Shizuka Kamei, Mr 
Mori’s policy chief, have seized on the idea as 
a pain-free alternative to cleaning out the 
debts. The banks and their borrowers would 





Mr Hayami strains to hear the cries of pain 


simply have their debts inflated away. Man- 
agers would then have no need to sort out 
their businesses, or sack their staff (or them- 
selves), or take any other unpleasant deci- 
sions. But this would do nothing, argues the 
bank, for the economy’s long-term health. 
That requires painful restructuring and, as 
the bank pointedly put it this week, “deci- 
sive actions...under a strong leadership of 
the government of Japan.” 

The bank is unlikely to have its wish 
granted any time soon. Mr Mori's adminis- 
tration is probably good for at least another 
month, while the budget goes through par- 
liament and the Lpr squabbles over a suc- 
cessor. During this time, however, policy- 
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making is likely to prove challenging. Mr 
Mori’s opponents in the party will not want 
to grant the prime minister any chance to 
make political capital out of the economic 
crisis, and so prolong his stay of execution. 
This is the main reason why Mr Mori’s coun- 
termeasures for the stockmarket, which are 
supposed to include generous tax breaks for 
investors, have so far got nowhere. 

The outlook beyond Mr Mori is hardly 
any brighter. Because the pp cannot agree 
on his replacement, it now seems likely that 
whoever takes over will get the job only until 
September, when the Lpr will hold 
yet another party leadership election. 
Worse, the cabinet reshuffle that will 
come with a change of leadership 
may well scupper Mr Yanagisawa’s 
tough new plans for the banks, as he 
himself faces the chop unless he wa- 
ters them down. “Mr Yanagisawa is 
too radical,” says one Lpr insider. “He 
does not represent the party consen- 
sus.” Should he go, his departure 
would mark the seventh change at 
the top of Japan’s financial regulator, 
perhaps the most important post in 
the cabinet, in little more than a year. 

Even if, by some miracle, Mr Ya- 
nagisawa’s plan does survive in some 
form, the next prime minister’s prior- 
ities are likely to lie elsewhere. The 
LDP must prepare for upper-house 
elections in July, at which it looks like 
taking a beating. If it loses the major- 
ity it now enjoys with its two co- 
alition partners, the New Conserva- 
tive Party and the Buddhist-backed New 
Komei Party, the opposition will be able to 
block the passage of all bills except the bud- 
get and international legislation. The result 
would be stalemate. 

The Lpr might not even get that far. It has 
its work cut out simply holding the coalition 
together until the summer’s elections. The 
Buddhists, who are meant to be promoting 
clean government, are especially upset 
about Mr Mori, whose cabinets have been 
notably prone to scandal. This week’s stock- 
market rally has given the politicians some 
precious time. All the signs are, however, that 
they will fail to use it wisely. 
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Highly contagious 


Stockmarkets have plunged nearly everywhere, in seeming disregard of 
national economic prospects. Is there a new global virus in financial markets? 


HE half-point cut in interest rates by 
America’s Federal Reserve on March 
2oth was the third such cut this year. By past 
standards that counts as pretty aggressive 
monetary easing, but it does not seem to 
have satisfied stockmarket investors, who 
had hoped for a bigger cut. After the Fed’s 
decision, Wall Street fell again, leaving the 
* sap 500 index down 27% from its peak last 
March. The Nasdaq has now lost more than 
60% of its value. Moreover, the bears are out 
all over the world. 

In the week before the Fed’s rate cut, no 
fewer than 38 of the 40 stockmarkets tracked 
by The Economist fell. This week, 32 of them 
slid again. It is understandable that Amer- 
ica’s overvalued stockmarket should plunge 
once its economy started to slow. Likewise, 
the 35% fall in the Nikkei 225 over the past 
year reflects the sickly state of Japan’s econ- 

„ omy. European economies, on the other 
hand, are meant to be in much better shape. 
Household savings are comfortably high, 
and private-sector debt is more modest than 
in America. Though business confidence is 
dented, notably in Germany, a recession in 
Europe is not expected. Yet many European 
stockmarkets have fallen further from their 
peak last year than American shares (see ta- 
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ble on next page). Why the hammering? 

Some economists think a new form of fi- 
nancial contagion is spreading, via stock- 
markets, in a way similar (if slower) to that in 
which Asia’s financial crisis in 1997-98 in- 
fected one economy after the other. If stock- 
markets tumble in even healthy economies, 
then business and consumer confidence 
there can be hurt. Where American reces- 
sions used mainly to affect the rest of the 
world through trade, stockmarkets are now 
perhaps a more powerful channel. 

There seem to be three main reasons for 
the plunge in European shares. One is that 
some European stockmarkets had climbed 
higher, and possibly become more overval- 
ued, even than Wall Street. Between January 
1995 and its peak last year, the sap 500 rose by 
233%; in local-currency terms, the markets in 
Germany and Sweden rose by 286% and 
372%, respectively. (In dollar terms they rose 
somewhat less.) A year ago, the Nasdaq’s 
valuations did indeed look crazy. But the 
price-earnings (p/e) ratios of European high- 
tech shares looked crazier still. 

In part, this was because the choice of 
“new economy” shares was more limited in 
Europe than in America, while the demand 
for those shares at home was strong. Peter 


AND ECONOMICS 


Oppenheimer, a strategist at usec, a global 
bank, calculates that (at their peak) high- 
tech shares in Europe were discounting an 
average real profit growth over the next ten 
years of 19% a year. That compared with 14% 
real growth for American high-tech shares. 
So it is hardly surprising that European 
stockmarkets have since tumbled. 

But though the gap has closed, high-tech 
shares still seem to be discounting slightly 
faster profit growth in Europe than in Amer- 
ica. For the broader market, shares in Europe 
now look more attractive than those in 
America, with lower p/e ratios. 

A second reason why European shares 
seem to have parted from their underlying 
economies is that many large, European 
companies are exposed to demand in Amer- 
ica. In 1999, for instance, 21% of the sales of 
European firms went to the Americas (north 
and south), up from 16% in 1998. Last year, 
thatshare was no doubt higher still, given the 
buying spree that European firms have en- 
joyed in the United States. According to 
Morgan Stanley, sales of European compa- 
nies’ American-based affiliates were four 
times as big as their exports in 1998 (the latest 
figures available). Now those sales are being 
squeezed. Figures from America’s Depart- 
ment of Commerce show that the income of 
European firms’ American affiliates fell by 
20%in the year to the fourth quarter of 2000. 

European firms’ profits are also exposed 
to swings in the exchange rate of the euro 
against the dollar. Until now, the dollar has 
been strong. But if America actually went 
into recession, the greenback might weaken. 
That, in turn, would reduce the dollar profits 
of European firms when converted into local 
currency. Europe’s multinationals are far 
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from being immune to America’s slowdown. 
The third factor in the fall in European 
share prices is the longer-term evidence that 
stockmarkets are becoming more correlated 
with one another (see page 86). Research by 
William Goetzmann, an economist at the 
International Centre for Finance at Yale Uñi- 
versity, shows that during the 1990s the cor- 
relation between American and European 
share prices rose to its highest this century— 
except for during the Great Depression. 
Some increased correlation is the inev- 
itable effect of greater cross-border move- 
ments of capital and technology. Yet in times 
of crisis, correlations tend to get closer. Cur- 
rent unease in financial markets has eroded 
investors’ appetite for risk, encouraging 
them everywhere, not just in America, to 


shift from equities into safer bonds. And ih 
America; as share prices tumble, the risk 
models used by financial institutions also 
force them to sell overseas equities to reduce 
the overall riskiness of their portfolios. This 
also helps to explain the otherwise puzzling 
rise of the dollar of late. 


Chain reactions 


Not only do stockmarkets move. more 
closely together these days; worldwide, 
stockmarket capitalisation counts for more, 
as a proportion of world cpp, than it used to. 
The $10 trillion of paper wealth that has been 
destroyed worldwide over the past year ac- 
counts for about 30% of world cpp. Never 
has so much been lost in such a short time. 
Still, stockmarkets are only one of several 
new forces of potential contagion in a more 
globalised era. Traditionally, standard econ- 
omic models judged the likely impact of an 
American recession on the rest of the world 
by focusing mainly on trade links. Today 
these models. should worry Mexico and 
Canada, whose exports to America account 
for one-quarter and one-third of their Gop 
respectively. But Europe is relatively im- 
mune, through trade links, to an American 
recession. The Eu’s exports to America ac- 
count for less than 3% of its cpr. However, as 
indicated above, this understates Europe's 
true exposure to the American market. 
Another new way in which conven- 
tional trade links may underestimate the 





worldwide impact of an American down- 
turnis the world-girdling supply chain in in- 
formation technology (11). East Asian econo: 
mies, which are big rr producers, may be 
particularly exposed. America’s boom in ir 
spending pulled in lots of imports from Asiay; 
and helped the region to recover from its cri-: 
sis in 1997-98. But as America’s boom turns to# 
bust, rr imports are likely to collapse, hitting: 
Asia harder than in past American down- 

turns. Growth forecasts through the region’ 
are being chopped. South Korea’s Gpp actu- 

ally fell in the fourth quarter. 

According to Andy Xie, at Morgan Stan- 
ley in Hong Kong, rr equipment accounts for 
well over half of Taiwan’s and South Korea's 
exports to America and 80% of Malaysia’s. 
The bank forecasts that growth in America’s 
total imports will slow from 14% last year to 
only 1% this year. That would be the sharpest 
deceleration in import growth in almost two 
decades. The slump in America’s imports of 
Ir equipment will be even sharper. Recent 
Asian data suggests that the region’s exports 
of rr equipment to the United States have al- 
ready fallen by 15% over the past year. Japa- 
nese firms are also slashing their rr budgets. 
America and Japan together account for al- 
most half of East Asia’s total exports. It is 
through the complex of cross-border rr sup- 
ply chains, and through more integrated fi- 
nancial markets, that a more virulent sort of 
global virus might travel. 








Rates going down 


FTER three half-point reductions in in- 
terest rates in as many months, Alan 
Greenspan has got the cutting habit. How 
low will he go? Futures markets already 
predict at least two more rate cuts, of a 
quarter-point each, by the end of the Fed- 
eral Reserve's meeting on June 26th-27th, 
with a 60% chance of a third cut by then, 
too. That would reduce the short-term in- 
terest rate to either 4.5% or 4.25%, down 
from 6.5% at the start of this year. In less 
than a year interest rates will have gone 
from a ten-year high toa seven-year low. 
Many economists on Wall Street think 
that Mr Greenspan’s rate-cutting will ex- 
ceed even what the markets expect. Ste- 
phen Slifer, at Lehman Brothers, thinks 
that the rate will fall to 4% in May, and per- 
haps to 3% by the third quarter of this year. 
At the time of the 1990-91 recession, the Fed 
slashed interest rates from 8% to 3%. That 
represented, at its lowest, a real interest rate 
of zero. Today, depending on whether you 
look at the “headline” rate of inflation or 
the “core” rate, a zero real rate would be 
around 2.75-3.5%. 
America’s economy was officially in 





recession in the early 1990s, and is not nec- 
essarily back in that state now. On the 
other hand, even if it is still growing, 
growth has probably dropped at least as 
far below its potential rate as it did a de- 
cade ago—and it is that gap between actual 
and potential performance that should 
drive monetary policy. As a rule of thumb, 
a 2% real interest rate—ie, roughly what itis 
now-—represents a merely “neutral” 


monetary policy, whereas below-trend 
economic growth, not to mention reces- 
sion, demands a loosening stance. 

Mr Greenspan shows no sign of being 

















constrained by Wall Street chatter about 
the possible return of stagflation, the béte 
noire of the 1970s. Core inflation continued | 
its upward creep in February, driven by big 
increases in medical costs and tobacco 
prices. Yet the Fed has seldom seemed less 
worried by the outlook for prices, perhaps | 
because energy costs seem likely to fall 
sharply in coming months. After this 
week’s rate cut, the Fed said that when it 
weighed up its twin goals, of price stability 
and sustainable economic growth, “the 
risks are weighted mainly toward condi- 
tions that may generate economic weak- 
ness in the foreseeable future.” 

This week’s half-point cut went down 
badly with share investors, because they 
wanted a three-quarter-point cut and in- 
terpreted Mr Greenspan’s more modest of- 
fering as a signal that he will do only what 
the economy requires, not what the stock- 
market craves. On the other hand, there 
will be a striking break with recent experi- 
ence if share prices do not bounce soon. 
Each of the past five times when the Fed 
has cut rates thrice within three months, | 
the stockmarket has rallied. Investors may | 
now prefer fighting the Fed—usually a car- 
dinal sin—to fighting the outlook for cor- 
porate profits, which continues to worsen 
with each passing day. 
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Exchange-rate systems 


Argentina 
in a fix 


OR much of the 1990s, Argentina was re- 

garded as an emerging-market success 
story. And much ofits success was attributed 
toits adoption in 1991 of a convertibility law, 
pegging the currency, the peso, to the Ameri- 
can dollar: every peso in circulation had to 
be backed by a dollar in reserves. This type of 
“currency board” arrangement is super- 
fashionable among economists. So much so 
that Argentina’s descent into economic crisis 
(see page 43) is also a crisis for the prevailing 
orthodoxy about emerging-market ex- 
change-rate policy. 

In recent years, whenever an emerging 
economy’s currency—be it the Indonesian 
rupiah, the Russian rouble, the Brazilian real 
or the Turkish lira—has hit the rocks, some 
wise man has been on hand to tell the flailing 
government that a currency board would 
solve all its troubles. It was argued that coun- 
tries had only two choices: to allow their cur- 
rencies to float freely or, conversely, to fix 
them by means of a currency board. Short of 
outright dollarisation, this is the cast-iron 
way to fix a currency. It amounts to an open- 
ended promise to swap dollars for pesos at 
the promised parity. 

Such a system worked, for example, for 
Hong Kong, whose dollar weathered the 
Asian currency crisis of 1997-98. It means 
that the government forgoes its right to set its 
own monetary policy. But, in return, it gains 
a strong weapon against inflation, and the 
advantages of lower interest rates than 
would be needed to maintain a less-solidly 
backed peg. In Argentina, for example, infla- 
tion was tamed and, for most of the 1990s, in- 
terest rates were lower than, say, in Brazil. 

Now the country is tasting some of the 
drawbacks to a currency board, and it is fit- 
ting that the man drafted in as the govern- 
ment’s new economic-policy chief is Dom- 
ingo Cavallo, architect of the convertibility 
law. The strength of the dollar has pulled the 
peso up to damaging heights. It has looked 
particularly overvalued since Brazil was 
forced two years ago to float its currency, 
which has since sunk by more than 40% 
against the dollar. 

For Argentina, with its currency board, 
devaluation is a far more drastic option than 
it was even for Brazil, where the crisis sur- 
rounding the flotation of the real was bad 
enough. On the other hand, without a deval- 
uation, Argentina’s solvency looks dubious. 
The costs of its borrowing both at home and 
abroad have soared—not because of worries 
that the currency peg might be broken, but 
for fear that the country might default on its 
debts. Instead of an exchange-rate risk, in- 
vestors see a worsening credit risk—and 
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since Argentine bonds account for nearly a 
quarter of all tradable emerging-market 
debt, this has wide repercussions elsewhere. 

But if currency boards bring troubles of 
their own,sodoall the other options. Weaker 
pegs, such as the one that Thailand used to 
keep its currency (the baht) stable, are now 
recognised as dangerous. When investors 
lose confidence, as happened in Thailand in 
1997, interest rates soar, and the government 
is forced either to spend its foreign-exchange 
reserves propping up the currency (as Thai- 
land did), or to impose capital controls (as 
happened in Malaysia the next year). 

Similarly, “crawling-band” regimes have 
had a bad press. Variants of this system were 
used, with bad results, in Indonesia, Brazil 
and Turkey. Instead of fixing the currency at 
a set parity, the government lets its value 
fluctuate within a pre-set range; and that 
range itself moves over time against the 
other currency (usually downwards). 

Nor do “free-floating” exchange-rate 
systems provide an easy solution. Few gov- 
ernments are willing to leave the exchange 
rate entirely up to the market. For good rea- 
son: pure floats are vulnerable, at times of ex- 
treme market turbulence, to shuddering ex- 
change-rate shocks. And, even in the 
medium-to-long term, foreign-exchange 
markets are capable of producing currency 
misalignments. 

In many emerging markets, the apparent 
failure of an exchange-rate system also looks 
like the failure of the imr, on whose author- 
ity the policy has been followed. But usually, 
and certainly in Argentina, as in Turkey last 
month, the real dangers are political. It is not 
so much the exchange-rate system that has 
crumbled, but more the faith of investors in 
the government's ability to deliver the poli- 
cies needed to maintain it. 
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Bank loans in America 


Shell game 


NEW YORK 


MERICAN banks with problem loans 
have been finding a new exit for them, 
away from the public eye: they have been 
putting them in their trading account. At a 
time of worsening credit quality, more banks 
may be disguising their mounting problems 
in this way, which could mean a can of 
worms to be opened at some later date. That, 
anyway, is what some regulators fear, and 
they have been moved to action—carefully, 
in the hope that the can won't need to be 
opened at all. 

Jealous investment banks are less cir- 
cumspect. In a week of bad first-quarter re- 
sults, they have been looking for excuses. 
One of their gripes is the luxury that com- 
mercial banks enjoy in deciding where to 
keep their bad loans: in their banking book, 
where they make provisionsonly if the loans 
are clearly “impaired”; or in their “held for 
sale” portfolio, managing the loans’ fall in 
value less publicly. Investment banks have 
to mark their loan portfolio to market from 
the outset. Commercial banks have a one- 
time chance to choose when to shift assets 
from one part of their business to another. 

This week, American bank regulators 
quietly gave new guidance on how banks 
should account for those loans on their 
books that they decide to trade. The regula- 
tors are worried that, as credit quality falls, 
banks will be tempted to put more and more 
bad loans into their trading portfolio, with- 
out showing a provision for them. That 
makes it more difficult for outsiders (share- 
holders, debt-holders, regulators, etc) to 
value the bank. 

The secondary market for bank debt has 
ballooned, to $125 billion a year (see chart), as 
banks have sold more straight loans or pack- 
aged them into securities, sometimes at- 
tached to derivatives. That activity has al- 
lowed banks to be more obscure about how 
they value assets as they recategorise them 
from “loans held to maturity” to “loans held 
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for sale”. There is plenty of scope for fudging 
any fall in value. 

Mutual funds which invest in bank 
loans have shown a 10% drop in value since 
last autumn, according to Lipper, a tracking 
service. At the same time, the biggest com- 
mercial banks have written off less than 1% 
of their portfolios of similar loans, and they 
have added no more than 2% in reserves, ac- 
cording to Mitchell Securities, an invest- 
ment-research firm. So where did the bad 
loans go? Experience suggests that they are 
lurking somewhere in the banks, but with- 
out being provided for. 

Consider the case of First Union Bank of 
Charlotte, North Carolina. Last year, in a re- 
structuring, it transferred from its loan book 
some $7.9 billion of loans at their then mar- 
ket value; it deducted a reserve of $1 billion; 
and then it stuck a for-sale sign on them. The 
bank disclosed that it was also taking a hit of 
$650m on its income statement, and hence 
made no provision for these loans on its bal- 
ance sheet. After selling around $2 billion of 
the loans, it ended the year with $4.2 billion 
still in the for-sale account. Recently, after 
discussion with regulators, chiefly the Office 
of the Comptroller of the Currency (occ), it 
converted the $650m income hit into a loan- 
loss provision. 

Both sides in this tussle admit that ac- 
cepted practice has crept into a grey area. The 
policy on how to deal with loan transfers 
was set by the Securities & Exchange Com- 
mission in the late 1980s, after the collapse 
and restructuring of Continental Illinois. In 
the restructuring, Continental moved its bad 
loans into a trading portfolio. Around the 
same time, Mellon Bank spun off its bad 
loans into a “junk bank”. Both banks made 
provisions. But modern proponents of loan 
trading argue that they are not generally 
dealing with bad or problem loans (though 
note that the chart shows how the distressed 
component is increasing). If the loans are 
valued at par or above, there is no need to 
make a provision, wherever they are kept in 
the bank. Once in thé trading book, the loans 
are marked to market daily. In the loan book, 
they are held either at par, or at “fair-value” 
if there is concern about repayment. 

Regulators suspect, however, that some 
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banks have been trying to mislead out- 
siders about the extent of their:pro- 
blem loans, by putting them intoa new 
category. By not charging the entire 
write-down to the loan-loss reserve, 
and by “putting a piece here, a piece 
there,” says a regulator, “banks hoped 
people wouldn’t be smart enough to 
catch on.” Why haven’t banks’ audi- 
tors straightened this out? An official at 
the occ says that regulators fondly 
thought generally accepted account- 
ing principles would ensure proper 
behaviour. But in a grey area such as 
this, auditors “too often side with their 
clients.” 
The regulators’ new guidance is just an 
interim measure. There is a running debate 
between regulators, auditors and banks on 
how loans should be valued in the core port- 
folio. The Financial Accounting Standards 





Board (rass) put out a paper last December 
suggesting that all financial instruments 
should be booked at fair value, including 
bank loans held to maturity. While that 
would reduce the scope for banks to play 
tricks with loan transfers, it risks making 
their share price and deposit base more vo- 
latile, rendering them more sensitive to daily 
market movements. Comments on the pass 
paper, from regulators and practitioners, are 
expected by June. 

An accounting standard which targets 
instruments, not institutions, might level the 
playing field a little. Today, non-banks such 
as insurance firms and corporate conglom- 
erates are buying and trading bank loans un- 
der less regulation and lighter capital 
charges than banks. Immoderate zeal from 
the banks’ watchdogs could drive more busi- 
ness beyond their watchful eye. 





A bankruptcy bill 


MERICA’S Senate has now passed leg- 
| islation to limit the ability of individ- 
uals to hide behind the shelter that bank- 
ruptcy protection provides. All well and 
good: no point in coddling deadbeats. But 
the measure will have one unintended 
consequence. It will take some spark from 
America’s entrepreneurial spirit. 

The new bill makes a slew of revisions 
to the Bankruptcy Reform Act of 1978, 
thanks to which personal bankruptcies 
have grown throughout boom and bust 
(see chart). If, as expected, the bill be- 
comes law, then the claims of those filing 
| for bankruptcy who have incomes above 
their state’s median will be presumed 
frivolous unless proven otherwise. People 
who have already filed at least once for 
bankruptcy will be presumed to be in bad 
faith if they do so again. In addition, credi- 
tors will have an easier time seizing 
homes, cars and other chattels. 

If the market for consumer credit were 
truly competitive, then the wider econ- 
omic effects of the bill would be easy to 
predict. Lenders would extend more 
credit at a given interest rate, since the 
| chance of repayment would be higher. 
| Borrowers would want smaller loans at a 
| given rate, since they would be less pro- 
tected in the event of a default. A boost in 
the supply of loans and a drop in their de- 
mand would force interest rates down. 

But Michelle White, who studies 
| bankruptcies at the University of Michi- 
gan, thinks this will not necessarily hap- 
pen. She points to the oligopolistic nature 
of the credit-card industry, dominated by 
a handful of powerful players who keep 
out new entrants. When demand for 
credit falls, these players have an incen- 
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tive to raise rates, not lower them, in order 
to keep profits high. Ms White also points 
out that only about 10% of filers would be 
affected by the median-income provi- 
sion, so the direct impact of the bill on 
rates would be fairly small. 

The more worrisome aspect of the 
Senate’s bill is how it might change the be- 
haviour of this 10%. They are likely to be 
more entrepreneurial than those with 
lower incomes, and Ms White believes 
that the bill could discourage them from 
starting businesses. All the debts created 
by a small, unincorporated firm become 
the debts of the founder in the event of a 
bankruptcy. According to the new bill, a 
failed entrepreneur whocanearn adecent 
income would be obliged to stay jobless 
for the time it took the courts to sort out his 
affairs; he would otherwise risk losing any 
possibility of relief. Ms White’s most re- 
cent research shows how states with pro- 
tections on top of those provided by fed- 
eral bankruptcy laws have more 





entrepreneurs. The threat, it seems, is real. 
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Adapting to every 


market environment 
worldwide. 
Naturally. 


We are focused on establishing global market harmonisation 
across borders, while satisfying local market needs. 

It is a major challenge but one we are convinced we can meet 
We have the people. 

We have the vision. 

And we have the technology. 

Our Creation platform provides smooth integration across 
our multinational customer base. 

All our products are designed with a view to market 
harmonisation, like our recently launched Vestima which is 
providing fully automated, multicurrency transactions to fund 
managers for the first time. 

These are giant strides towards global integration - establishing 
us as the global clearer of choice 


www.clearstream.com 


clearstream 


International 





the global clearer of choice 
Luxembourg Frankfurt Dubai Hong Kong London New York Sao Paulo Tokyo 
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REPUBLIC OF GHANA 


EXPRESSIONS OF INTEREST FOR 
SOCIAL ASSESSMENT CONSULTING SERVICES 











The Republic of Ghana has obtained a credit from the 





International Development Association in the amount of 








US$14.3 million equivalent towards the cost of the Public Sector 
Management Reform Programme and is applying part of the 
proceeds of this credit to payments for consulting services to be 
procured under this project. 






The Government of Ghana is seeking formal written expressions 
of interests from national and international consultants with a 
broad knowledge of social assessment in public sector reform. 








Under the Public Sector Reform Management project a number 
of pilot agencies, which derive their funding from government 
subsidies, are being restructured and the Government of Ghana 
wishes to examine social issues that emerge as a result of the 
restructuring process. Accordingly, consulting services are 
required to carry out a comprehensive social assessment in a 
number of government agencies at the central ministry and 
public service levels. 






The main objective of the social assessment is to develop a 






strategy to address effectively the social impact of the public 






sector reform. More specifically, the social assessment aims to 






increase. stakeholder participation, ensure the social protection of 






workers outplaced as a result of the reform process and ensure 






sustainable alternative livelihoods for outplaced workers through 
inputs to the (already designed) Alternative Employment 
Programme. The assessment will ensure equitable social 








protection and core-labour standards within reforming agencies, 






improve the quality, accessibility and relevance of service 






provision by the government agencies and identify social policy 






issues based on an. analysis of the wider social impact of reform. 






It is also anticipated that the assessment will increase the level of 






debate and dialogue around public sector reform through inputs 






to the Communication and Public Information Strategy. 






Interested eligible consultants should submit written expressions 
of interests not later than Friday 20th April 2001 to: 






DR APPIAH KORANTENG - NATIONAL 
COORDINATOR 
NATIONAL INSTITUTIONAL RENEWAL PROGRAMME 
P.O.BOX 1618 
ACCRA-GHANA 










TELEPHONE: 233-21-670295 : TELEFAX: 233-21-670294 
email: nirp@africaonline.com.gh 




































Infrastructure in a 
Market Economy 





July 15-27, 2001 


Infrastructure in a Market Economy is designed for officials in 
the public or private sector who are responsible for developing and 
implementing initiatives for the private provision of infrastructure. 
The program aims to develop a better understanding of whether to 
privatize; when privatized firms need to be regulated; the various 
methods for doing so, such as concession contracts or price cap 
regulation; and vehicles for financing infrastructure. The program 
provides participants with practical tools to: 











e Analyze economic and political implications of relying on 
private firms to provide infrastructure 

e Manage the technical issues that shape privatization strategies 

e Design effective regulatory agencies to oversee the performance 
of privately-provided infrastructure 


For brochure and application, please contact: 
Kathy Eckroad (617) 495-1101, ext.184 
e-mail: kathy_eckroad@harvard.edu 
Internet: www.execprog.org 


HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 










Ministry of Economy of the Slovak Republic 
having its registered office at Mierová 19.827 15 Bratislava, Slovak Republic 
(hereafter referred to as ..the Selling Shareholder”) 


S 


based on the Slovak Republic Government's resolution No.730 from September 13 2000 


and pursuant to Act No, 263/1999 from September 14 1999 on Public Procurement, 
issues an announcement of the outcome of public procurement: 


Public tender for selection of an advisor for privatisation of 
TR PETROL, a.s. 
having its registered office in Bratislava Slovak Republic. 


The Selling Shareholder: Ministry of Economy of the Slovak Republic, Mierová 19. 
827 15 Bratislava, Slovak Republic, tel: +421-7-4333 2041, fax: +421-7-4342 3949 
Based on the outcome of the public procurement, in accordance with the Business 
Code of the Slovak Republic, the Selling Shareholder concluded a Contract of 
performing the function of the privatisation advisor. 

The subject of the public tender is classified as No. 74.1 based on the classification 
of production for commercial advisory services. The subject of the public tender is 
the selection of an advisor who will perform all the services related to the process of 
privatisation of 49% of TRANSPETROL, a.s., Šumavská 38. Bratislava, Slovak 
Republic, Registration No. 31 341 977. 

Services include mainly expertise in the specific area, advisory services, 
identification of methods and requirements for transfer of shares of the 

company, including contractual closing of the transaction, etc. 

a) applied method: Public tender 
b) date of publication of the preliminary announcement in „Obchodný vestník” 
(Commercial Bulletin of the Slovak Republic}: October 20, 2000 

c) date of publication of the announcement of a method for public procurement in 
»Obchodny vestník” (Commercial Bulletin of the Slovak Republic}: December 5, 
2000 

Number of delivered bids: three 

Date of conclusion of the contract: February 26, 200 
The contractual price is stated as a percentage from the proceeds 

according to the approved type of sale 

Name-and address of the successful bidder: Deloitte & Touche spol. sxo., BBC 
Prievozská 12. Bratislava 821 09 

‘The proportion of services that will be delivered through third parties is not stated, 
No further information is stated. 
















Retail banking 


Beautifying branches 


Instead of axing their branches, banks are inventing new ways to make 


money out of them 


BA K branches in most parts of the world 
are home to ugly carpets, grumpy cash- 
iers behind glass barriers, long queues of cus- 
tomers and racks of dull leaflets. Most peo- 
ple visit such purgatories only when they 
have to; the notion of impulse buying there is 
a cause for mirth. According to Abbey Na- 
tional, a British bank which filmed pass- 
ers-by, window-shoppers actually speed up 
in order to avoid bank branches. 

For banks, this is a sorry state, since 
branches are horribly expensive to keep 
open. On average, branches and their staff 
account for about half of the costs of a typ- 
ical retail bank. Bankers at one stage hoped 
that they might be able to persuade their 
customers to do business through the In- 
ternet, allowing branches to be shut down. 
But customers have since made it clear that 
while they want the convenience of Internet 
banking, they also insist on branches. A pub- 
lic-relations disaster at Barclays Bank, which 
closed 171 British branches on a single day 
last year, has made others very wary of try- 
ing something similar. 

When slashing costly branch networks is 
out of the question, banks are trying to find 
ways to generate more money from their 
branches. One strategy is to transform them 
into enticing, shop-like places where people 
want to spend time and, with luck, more 
money on financial products. After Portu- 
gal’s biggest bank, Banco Comercial Por- 
tugues, bought Banco Portugues do Atlan- 
tico, it hired a consultancy, John Ryan, to 
help revampits outlets. “Atlantico used to be 
one of the drabbest banks, with bad lighting 
and laminated 1950s furniture,” says Linda 
Lockhart at John Ryan, whose retail training 
was as a lingerie buyer for Bloomingdale’s. 

After the makeover,  Atlantico’s 
branches emerged with honey-coloured 
wood panelling, awnings and financial 
“theatres” where customers are educated 
about how tocontrol their finances. The staff 
are now known as “retailers”. Rather than sit 
passively behind desks, they stroll around 
and talk to people. 

Other financial institutions use more 
radical tactics. Abbey National in Britain, for 
instance, is trying a system in which 64 of its 
branches are treated as quasi-franchises. In- 
stead of a fixed salary, the eight managers of 
these branches are paid, amongst a number 
of parameters, according to the volume of 
products they sell. The idea is not just that 
branch managers will be keener to attract 
new customers; they are also likely to know 
better than head office what people want. If 
the branches succeed in boosting revenue, 
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and if Britain’s Financial Services Authority 
gives the nod, Abbey National intends to 
turn these branches into independent com- 
panies. So far, so good: the five geographical 
areas that Abbey National chose for fran- 
chising have increased their sales by 20% 
more than its fully-controlled branches 
since August last year. 

Fortis, a Dutch-Belgian provider of fi- 
nancial services, also uses a form of franchis- 
ing: the head of each of its 400 smaller 
branches is viewed as self-employed and 
paid about a quarter of the branch’s reve- 
nues. Fortis says that the ratio of costs to rev- 
enues is 10% better in these franchised 
branches than in the ordinary ones. Citi- 
group, which has already experimented 
with franchising in Belgium, says that it is 
considering something similar for Germany. 


Slippery 

Most banks, however, fear the loss of control 
that franchising can entail. The main risk is 
to a bank’s brand. The people who run the 
franchised branches might, for instance, 
ramp up short-term profits simply by cut- 
ting corners and reducing service. Colonial 
State Bank in Australia, another bank that 
decided to franchise its branches, found that 
while sales leapt, so too did complaints. 
Some of its 87 franchisees were removed. 

So far, Abbey National’s franchisees 
have made only small changes. They have 
got rid of the “Customer Services” badges 
that the branch workers used to wear. In- 
stead, staff wear their own names. In the 
centralised system, Abbey’s head office sim- 
ply issued orders to branches, which meant 
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that local knowledge went unheeded. “The 
boffins in marketing would use us for ex- 
periments,” says Alf Langley, a franchise 
manager in north London. “We felt like de- 
positories for posters.” Now the branches 
are less deferential. Alan Thomas, a franchi- 
see in Wales, sent back a load of posters and 
leaflets which advertised loans for houses 
valued at over £200,000 ($285,000). In Mer- 
thyr Tydfil, he pointed out, no houses cost 
that much. Instead, Mr Thomas created his 
own marketing material, in Welsh. 

If people are turned off by bank 
branches, another line of thinking goes, then 
put something else in them that they actually 
enjoy. In Japan, Suruga Bank has invited 
Starbucks coffee shops on to its premises, a 
trick also used by Wells Fargo in America 
and Abbey National (with Costa Coffee) in 
Britain. The Bank of Yokohama offers Mc- 
Donald’s hamburgers alongside its cash ma- 
chines. The banks get rent for letting out their 
branch space, but their fonder hope is that 
people who come in for an espresso will 
fancy something in the financial line. But it 
takes a leap, it scarcely needs saying, to go 
from ordering a coffee to buying a mortgage. 

Perhaps the most radical answer to the 
question of what to do with branches is a 
plan by two British mutual societies to share 
their premises for day-to-day transactions. 
Between them, the Yorkshire Building Soci- 
ety and Britannia have 322 branches in Brit- 
ain. By sharing, they will both in effect dou- 
ble the size of their network at no extra cost. 
Eventually, the Yorkshire Building Society 
hopes, Britain’s remaining mutual societies 
(all 65 of them) will join the network. If that 
happens, the group could close overlapping 
branches and save money without annoy- 
ing customers, because there would still be a 
shared branch for them to use. Conventional 
banks could do the same thing, of course, but 
they are still too suspicious that their cus- 
tomers might defect to the bank on the far 
side of the room. 








Gimme a 2% car loan, hold the cinnamon 











Dancing in step 





Individual stockmarkets are increasingly being driven by global rather 


than local factors 


MERICA’S stockmarket has slumped 

as its economy has slowed abruptly, 

and Wall Street appears to be dragging the 

rest of the world’s markets down with it. 

But why do other markets not have a mind 
of their own? They did have once. 

Traditionally, one way that investors 
sought to reduce risk was by diversifying 
overseas: when American shares slumped, 
the loss there would be offset by a gain in, 
say, European shares. That, at any rate, was 
the theory. In recent years, however, stock- 
markets seem to have moved more closely 
in step with one another. Globalisation 
and the information-technology (rr) 
boom appear to have increased the impor- 
tance of worldwide factors in steering 
share prices, at the expense of local country 
factors. A severe profits warning from a big 
high-tech firm in America, for example, is 
now likely to hammer high-tech share 
prices all around the world. 

The correlation between changes in 
American and European share prices has 
risen from 0.4 in the mid-1990s to 0.8 last 
year. Crudely, that means that movements 
on Wall Street can explain 80% of price 
movements in Europe. (A correlation coef- 
ficient of zero implies no relationship at all; 
a value of one means that they move per- 
fectly in step.) Markets were as highly cor- 
related as this for a while in the late 1980s, 
but the long-term trend is upward. 

The health of a market’s home econ- 
omy may matter less than it used to for a 
number of reasons. First, the scrapping of 
controls on capital (combined with more 
efficient trading systems) has increased 
cross-border trading of shares, creating 
something closer to a global equity market. 
Secondly, it has become increasingly com- 
mon for big companies to be listed on more 
than one market. Thirdly, as a result of the 
wave of cross-border mergers and acqui- 
sitions, overseas profits account for a big- 
ger slice of many companies’ overall pro- 
fits—high-tech firms are especially global 
in their reach. And finally, the Internet has 





made it easier for investors to get informa- 
tion on foreign firms. So firms in the same 
industry, but in different economies, are 
valued on a similar basis. 

By breaking down movements in share 
prices into global effects, country-specific 
effects (such as different economic cycles), 
and firm-specific effects, a new study* by 
economists at the mr tries to find out what 
percentage of a stock’s performance is due 
to global rather than country factors. 

The study is more geographically com- 
prehensive than previous studies on the 
subject. It includes around 5,500 firms in 21 
developed and 19 emerging economies, 
covering nine-tenths of these countries’ to- 
tal stockmarket capitalisation. Firms were 
grouped into ten industrial categories, 
such as basic industries, rr, and financials. 
The authors then calculated the monthly 
returns in dollar terms during the period 
from March 1986 to August 2000. 

They used the data to build a model 
that estimates over time the percentage of 
the total movement in share prices that is 
explained by changes in global factors, as 
opposed to country-specific ones. The 
model distinguishes between two kinds of 
global factor: the global business cycle;and 
global-industry effects that similarly influ- 
ence firms in the same sector, but in differ- 
ent countries. The authors also measured 
the relative importance of what they call 
the global “new economy” factor—that is, 
of movements in the prices of high-tech 
stocks in determining overall returns. 


High-tech contagion 

The study finds that there has indeed been 
a big increase in the importance of global 
factors—of both kinds—in explaining 
movements in share prices since the 
mid-1990s. In developed countries, the 
country-specific factor has meanwhile 
fallen. But in some emerging markets it has 


sharply increased since Asia’s financial cri- 
sis in 1997-98. 

The increased importance of global 
factors in the imr’s model could be con- 
firmation that equity markets have be- 
come more integrated. Alternatively, it 
could simply reflect the fact that stock- 
markets tend tobe more correlated at times 
of high volatility in share prices; during cal- 
mer periods, correlations tend to be 
weaker. That partly explains why the im- 
portance of global factors follows a u- 
shape: high in the late 1980s and early 1990s, 
then high again in the second half of the 
1990s. The early period covered the 1987 
stockmarket crash and the Gulf war; the 
latter period, the Asian crisis. 

The importance of the global-industry 
effect on share prices has been increasing. 
In recent years, it has accounted for 28% of 
the variation in stock returns, compared 
with 11% in 1988-91. The fact that a firm be- 
longs to a particular industry—be it tele- 
coms or utilities—has become more im- 
portant in explaining variations in returns 
over time. A firm’s home country has be- 
come less important. It seems that if inves- 
tors are to reduce risk these days, they 
should diversify more by industry than by 
country. Diversification by country offers 
less protection than it used to. 

The increased correlation between 
shares in recent years is due to more than 
just the Asian crisis, By far the most impor- 
tant global factor explaining increased cor- 
relation has been information technology; 
movements in rr shares are much more 
highly correlated than non-tech stocks. 
According to other mr work, the correla- 
tion between European and American rr 
shares between January 1999 and May 
2000 was 0.85; for non-rr stocks it was just 
0.54. IT shares in Asia and America had a 
correlation of 0.75, non-1T shares only 0.35. 

The paper, written before. the latest 
plunge in markets, is silent on the question 
of how much of the surge in high-tech 
shares was a bubble. But it warns that if it 
was a bubble, then high-tech stocks may 
bea new channel for financial contagion to 
spread throughout the world economy. 


* “The New Economy and Global Stock Returns” by 
Robin Brooks and Luis Catao, imr Working Paper 216, 
December 2000. 
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SCIENCE AND TECHNOLOGY 








‘Equal and opposite forces 


NEW YORK 


American particle physicists are nursing hopes of a new collider that will 
outclass Europe’s. Don’t hold your breath 


F ALICE were to fall into one of the massive 
underground tunnels of a sub-atomic- 
particle accelerator, she might easily think 
that she was back in Wonderland. Inside the 
rabbit hole of high-energy physics, objects 
disappear in bursts of energy, but leave 
traces hanging around like the suspended 
grins of Cheshire Cats, Scraps of matter pop 
up in strangely symmetric pairs, as if they 
were tiny Tweedledums and Tweedledees. 
The last predicted piece of the “Standard 
Model” of the universe, an object known as 
the Higgs boson, is constantly darting 
around just out of sight of its pursuers, like 
Alice’s elusive White Rabbit. And most frus- 
tratingly of all, the rules of the Red Queen 
hold sway here as well: you must run faster 
and faster simply to stay in the same place. 
The place that American physicists want 
to be in is the one they occupy now—right at 
the top. At the moment, the world’s most 
powerful particle accelerator is at Fermilab, 
near Chicago. Fresh from a $370m renova- 
tion, the Tevatron, as this accelerator is 
known, will be ready to restart the search for 
the Higgs boson in May. But a rival is on the 
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horizon. In November 2000, CERN, a multi- 
national European laboratory located near 
Geneva, started building an accelerator 
called the Large Hadron Collider (Luc). This 
will be seven times more powerful than the 
Tevatron—powerful enough, its protago- 
nists hope, not only to find the Higgs if the 
Tevatron cannot, but also to look at physics 
beyond the Standard Model. It should, if all 
goes well, be able to decide which of the 
three theories competing to supersede that 
model (known, with the whimsy that the 
subject’s practitioners like to apply to their 
ideas, as “supersymmetry”, “technicolour” 
and “extra dimensions”)is actually correct. 
If they are to trump that, America’s 
physicists will soon have to start work on a 
new machine of their own. The past few 
weeks have seen meetings at the Illinois In- 
stitute of Technology, and at Johns Hopkins 
University in Baltimore, that are designed to 
hurry that process along, But they have also 
seen the publication of the federal science 
budget, a document which confirms that in 
the government's eyes, biology is now the 
queen of sciences. Nor has anyone forgotten 


the failure of the Superconducting Supercol- 
lider (ssc), a project that put a massive hole 
in Congress’s pocket as well as a big (and still 
empty) hole in the ground in Texas. In 1993, 
when Congress stopped financing it, the 
project's estimated budget had ballooned to 
$13 billion. So, to get their new accelerator, 
America’s physicists will have to present 
both a compelling case and a united front. 


Circular arguments 


The first step is to decide what kind of col- 
lider to unite behind. Two options are avail- 
able—one that runs on electrons and one 
that runs on protons. CeRn’s Large Electron- 
Positron (Ler) ring, which was closed in or- 
der to liberate the tunnel housing it for the 
machinery of the tic, worked by smashing 
electrons and their antimatter equivalents, 
positrons, together. The Tevatron uses pro- 
tons and antiprotons (which both belong to 
a class of particle called the hadron) in the 
same way, while the tc will use two collid- 
ing beams of protons. 

All of these machines are hollow rings. 
Beams of particles are sentaround the ring in 
opposite directions, propelled by electrical 
fields and guided by magnetic ones. This can 
be done simultaneously in a single ring if 
particles and their antiparticles are used, be- 
cause these objects have opposite electric 
charges, and thus set off in opposite direc- 
tions in response to the same electric field; 
otherwise, two intersecting rings with oppo- 
site fields are needed. 

On each circuit, the particles are given a 
kick that boosts their speed. Eventually, the 
beams are deflected so that they cross each 
other, allowing some of their constituent 
particles to collide head-on. The result, built 
out of the kinetic energy of the colliding par- ~ 
ticles (via Einstein’s famous equation E=mc’), 
is a shower of new particles and their anti- 
particles. The higher the energy of collision, 
the more exotic the particles that emerge. But 
to find those particles that will distinguish 
between supersymmetry, technicolour and 
extra dimensions will probably require en- 
ergies beyond the reach even of the up- 
graded Tevatron. 

The energies of particles in accelerators 
are measured in electron-volts, Existing ma- 
chines operate in the range of billions or tril- 
lions of electron-volts. The Luc should be 
able to reach energies of 14 trillion electron- 
volts (rev). The meeting at the Illinois Insti- 
tute of Technology, however, discussed the 
possibility of building a machine dubbed 
the Very Large Hadron Collider (viuc). This 
would be able to reach energies more than 
ten times higher than the Luc. According to 
Daniel Kaplan, the director of the Centre for 
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Accelerator and Particle Physics at the insti- 
tute, such a collider would be about 230km 
in circumference. 

But there may be reasons to pick elec- 
trons for the next collider instead of protons. 
One is political. It would, as Michael Withe- 
rell, Fermilab’s director, points out, be hard 
to convince the government to pay for a pro- 
ject as big as the viuc until the Luc has first 
proved that the idea is worthwhile. There 
would be pressure to let the European ex- 
periment run its course, in order to avoid 
pointless duplication—and the Lnc may 
easily operate for the next decade or two. 

There is also a technical reason for pre- 
ferring electrons. Unlike protons, which are 
made of sub-units called quarks, electrons 
are truly elementary particles. For protons, 
the collisions that generate the objects of in- 
terest to physicists are actually between 
individual quarks inside the protons and 
antiprotons concerned. Since the kinetic en- 
ergy of a proton is distributed between its 
quarks, each effective collision is at signifi- 
cantly lower energy than would be the case if 
protons were truly elementary. As a rule of 
thumb, that means a given electron machine 
performs as well as a proton machine that is 
ten times as powerful. 

But when electrons travel along a curve, 
they radiate energy (this is also true of pro- 
tons, but because they are more massive, 
quantum theory dictates that the energy loss 
is less). That makes electron rings extremely 
power-hungry. Several laboratories that 
have built small electron rings in the past— 
SLAC at Stanford University in America, DESY 
at Hamburg in Germany, and KEK at Tsu- 
kuba in Japan—now agree that the only way 
to increase energy with electrons is to build 
an accelerator that runs in a straight line. 

Such “linear” colliders, though once 
popular (stac actually stands for “Stanford 
Linear Accelerator”), were eventually 
shunned by physicists because they cannot 
deliver an indefinite number of kicks to a 
particle in the way that a ring can. But they 
do not suffer the energy losses of a ring, ei- 
ther. And these energy losses grow as the 
fourth power of the desired final energy (ie, 
every doubling of the final energy multiplies 
the losses 16 times). At the energies which 
modern physics demands, that tips the bal- 
ance in favour of the linear machines. 

For the past decade, physicists at sLAc 
have been developing plans for just such a 
linear collider. Fermilab has now joined the 
Stanford team to collaborate on the final 
stages of research for this design. It was this 
group which met at Johns Hopkins to out- 
line its plans. According to Nan Phinney, one 
of the team at Stanford, a linear electron col- 
lider could reach one rev in energy, putting it 
in the same range of sensitivity as the 14 rev 
proton-based Luc. 

Before they can collide matter with anti- 
matter in this way, however, physicists in 
America will have to learn what happens 
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when money meets antimoney. At the mo- 
ment, the price of an electron collider re- 
mains veiled in comfortable obscurity in the 
range of $5 billion-10 billion. That will need 
to be sharpened up. As the late senator Ever- 
ett Dirksen so memorably put it: “A billion 
here, a billion there—pretty soon, you're 
talking about real money.” The wisest course 
might yet be for the Americans to swallow 
their pride and join more international 
collaborations, where the science comes 
with less glory, but is cheaper. Sometimes it 
is necessary to stoop to conquer, even when 
the object of the conquest is Nature herself. 





Astronomy 


Dark secrets 


HE thing about dark matter is that it is 

dark. So finding it is difficult. It is like lo- 
cating a pair of black socks inside a drawer 
on a winter’s morning—the bright socks are 
easier to see. Astronomers are faced with the 
similarly frustrating problem of finding dark 
objects in a dark universe. But they know 





What you see is not what you get 


there is something out there, because the 
universe is heavier than it appears. The stars 
at the edge of the earth’s home galaxy, the 
Milky Way, for example, are moving so fast 
that they ought to have escaped altogether. 
Adding up how much the visible Milky Way 
weighs gives a figure that is barely a twenti- 
eth of the amount necessary to explain why 
those stars remain trapped by the galaxy’s 
gravity. So, instead, astronomers suspect that 
there must be a lot of heavy and undetected 
matter lurking somewhere in the back of the 
galactic sock-drawer. 

They have been searching for this miss- 
ing matter for 70 years, and there are two 
main ideas about what it might be. One is 
that it consists of familiar objects, such as 
stars, that are too faint to detect. The other is 
that it is made of exotic particles that neither 


emit light nor interact with the more familiar 
forms of matter, and so are hard to observe. 
A paper just published in Science by Ben 
Oppenheimer of the University of Califor- 
nia, Berkeley, and his colleagues, suggests 
that the former idea is at least partly correct. 
Some of the missing mass—perhaps as much 
as a third of it—is merely very old stars, 
known as “ultracool white dwarfs”. 

A white dwarf is what becomes of a star 
when itis so old it no longer produces energy 
by nuclear fusion. Ultracool white dwarfs 
have cooled to below about 4,000°C (the 
centre of the sun, by contrast is more than 
15m°C). At this temperature, the hydrogen at- 
oms inside the stars start to pair up. As a re- 
sult, their starlight becomes characteristi- 
cally bluer. So, although ultracool white 
dwarfs are hard to see, they are easy to recog- 
nise once spotted. And Dr Oppenheimer has 
spotted them in an area of the Milky Way 
knownas the halo. 

The bright bits of spiral galaxies such as 
the Milky Way are discs. Closer inspection, 
however, reveals that these discs are sur- 
rounded by spherical stellar halos. Such stars 
as are visible in a halo are sparsely but uni- 
formly scattered throughout it. They are also 
very old—like ultracool white dwarfs. 

The team used a detailed survey of a por- 
tion of the nearby sky to search for potential 
ultracool white dwarfs in the Milky Way’s 
halo. It looked for stars that had unusual or- 
bits around the galactic centre—those that 
moved faster than normal stars, followed 
non-circular trajectories, or moved at an an- 
gle to the disc. All of these things are charac- 
teristic of halo stars. From the list of stellar 
oddities that the researchers found, they 
identified the true ultracool white dwarfs by 
their blue light. Of 92 probable halo stars, the 
team obtained spectra for 69—of which 34 
turned out to be ultracool white dwarfs. 

By extrapolating what they found in the 
portion of the sky that they surveyed to the 
whole of the galaxy, Dr Oppenheimer and 
his team reckon that ultracool white dwarfs 
contribute a minimum of 3% of its dark mat- 
ter. That may not seem huge, but itis actually 
quite significant. Even 3% of the suspected 
dark matter adds up to something close to 
the mass of previously visible stars in the 
Milky Way (the balance of the visible matter 
consists of clouds of gas and dust). Moreover, 
the researchers know that their method is bi- 
ased, because it is able to detect only stars 
above a given faintness and travelling below 
a certain speed. So there are, potentially, 
many more ultracool white dwarfs out there. 

Exactly how many more, nobody is 
really sure, but there are some clues. Other 
work on so-called “massive compact halo 
objects” (macHos—a fancy name for invisi- 
ble stars) suggests they may represent 35% of 
the dark matter. Dr Oppenheimer’s work 
hints that almostall these macHos could ac- 
tually be weedy white dwarfs. 
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autism 


Pointing the 








inger 


© A CHILD'S future really may be written in 
£'Ahis hands—not in the creases of his 
palms but in the relative lengths of his fin- 
lagers. A report just published in Develop- 
` mental Medicine and Child Neurology sug- 
wgests that people with autism have ring 
ngers that are abnormally long compared 
ith their index fingers. 
Children with autism have trouble in- 
“ -teracting with other people. Both their verbal 
_and their gesture-based communication is 
poor, and they often have low intelligence. 
Early hallmarks—a failure to point at things, 
follow the gaze of someone else, or engage in 
‘pretend play—are often obvious by the ten- 
der age of 18 months. About one child in 500 
‘suffers from the condition. 

John Manning, a researcher at the Uni- 
versity of Liverpool, in Britain, who has stud- 
ied what fingers can indicate about every- 
thing from fertility to sexual preference, 
teamed up with Simon Baron-Cohen at the 
University of Cambridge, whose expertise is 
in autism. They studied 72 autistic children 






and 23 with Asperger's syndrome, a related 
condition in which the individual's intelli- 
gence is not affected. 

Dr Manning and Dr Baron-Cohen pho- 
tocopied the children’s hands, and carefully 
measured the lengths of their subjects’ fin- 
gers from the copies. They worked out the ra- 
tio of the length of the index finger to the 
length of the ring finger for each child, and 
compared it with those of 34 of the children’s 
healthy siblings, 88 of their fathers, 88 of their 
mothers, and a number of unrelated con- 
trols that were matched for sex and age. 

The relative sizes of someone’s fingers 
are fixed for life within three months of con- 
ception, and the relationship seems to be 
governed by testosterone. Although the rea- 
son is not yet understood, earlier studies 
have shown that finger-length ratios are a 
robust marker of how much of that hor- 
mone a baby has been exposed to in utero— 
the more testosterone, the longer the ring fin- 
ger. Overall, therefore, men tend to have lon- 
ger ring fingers than index fingers, whereas 
in women the two fingers are more likely to 
be of equal length. 

Dr Manning and Dr Baron-Cohen found 
that autistic children had extremely long ring 
fingers compared with their index fingers. 
Children with Asperger’s also had abnormal 
index-to-ring finger ratios, though less so 
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than full-blown autistics. Even the unaf- 
fected siblings and parents of the autistic 
children had ratios that differed signifi- 
cantly from the normal controls. 

That may sound surprising, but high lev- 
els of testosterone in the womb have been 
linked to several other brain-related phe- 
nomena, including left-handedness, dys- 
lexia and female homosexuality. Dr Man- 
ning thinks that the families of autistic 
children are genetically predisposed to pro- 
duce high levels of testosterone during early 
development. (The fetus makes most of the 
testosterone itself. In males, it comes from 
the testes and adrenal glands; in females 
from the adrenals alone. Only a small 
amount, if any, comes from the mother.) 

While high levels of testosterone may 
not solve the whole puzzle of autism, Dr 
Manning thinks levels in utero may be an 
important piece of it. The finding bolsters 
what is known as the “extreme male brain” 
theory of autism. As the name suggests, au- 
tism—which is, in any case, much more 
common in men than women—may simply 
be an extreme magnification of traits, such as 
problems with communication and empa- 
thy, that psychological testing has shown (to 
the surprise of few women) are more fre- 
quently found in men. 
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QUENIBOROUGH 


IGHT months ago, the village of Queni- 

borough and its surroundings in Lei- 
cestershire gained dubious distinction as 
Britain’s hot spot for variant Creuzfeldt-Ja- 
kob disease (vcyp), a fatal neurodegenera- 
tive condition related to bovine spongi- 
form encephalopathy (Bse)—better known 
as mad-cow disease. Out of 95 cases of 
vcyp reported in Britain since 1995 (see 
chart) five occurred there. 
-i This clustering of cases has proved a 
boon to epidemiologists trying to come to 
grips with the elusive origin and spread of 
vcyp.On March 21st, a team of government 
experts announced what it believes may 
lie at the heart of the Leicestershire vcyp 
outbreak: consumption of meat contami- 
nated with psr-infected brain tissue. 

That may be no great surprise, but ac- 
cording to Gerry Bryant, one of the investi- 
gators, this is the first clear demonstration 
of an association between vcyp and BSE 
through diet. The authorities were able to 
rule out blood transfusions, vaccines and 
| occupational exposure, as these were not 
| shared by the five victims. They did find, 
however, that the victims had all bought 
meat from a handful of local butchers who 
| either slaughtered cattle in their own back 
rooms or used small abattoirs nearby. 





Unlike the large abattoirs employed by 
supermarkets, these operations practised 
“pithing”—ramming a rod through an ani- 
mal’s brain to squash the spinal cord. This 
rough and ready procedure (which has 
since been banned) allows bits of brain to 
leak out and contaminate other tissues. 

Local slaughter houses also regularly 
removed the brains of beef cattle to sell to 
people who had acquired a taste for them, 
and then used the same knives for other 
butchery tasks—-an obvious source of 
cross-contamination, albeit unwitting, 
since the butchers concerned could not 
have known the risks. The study has found 
that those with the disease were 15 times 
more likely to have bought and consumed 
beef from a butcher where such cross- 
contamination may have occurred than 
were those living in the same area who did 
not develop the disease. 

The Leicestershire study also provides 
the first hard estimate of the incubation 
period of vcyp. The investigators reckon 
that between ten and 16 years passed be- 
tween the victims’ consumption of BsE-in- 
fected meat and the onset of their symp- 
toms. As Robert Will, head of the National 
cyp Surveillance Unit in Edinburgh, points 
out, this number will help epidemiologists 





anny 








refine their estimates of the potential size 
of the epidemic. (These now range from 
hundreds to thousands of cases.) 

The link between diet and vczo will set 
alarms ringing across Britain. It will also 
worry people in the rest of Europe, which 
appears to be on the threshold of its own 
BSE epidemic. Already, three cases of vcyp 
have been reported in France. How many 
more will appear, and where, is hard tosay. 
As Dr Will cautions, the Leicestershire 
findings are an important step forward in 
the study of vcyp, but they probably donot 
account for all the cases of the disease to 
date, given the other possible routes of ex- 
posure. When it comes to vcyp, researchers 
still have more questions than answers. l 


| 
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Of pimps, punters and equities 


Is it Wall Street’s history or modern financial theory that best explains how 


stockmarkets work? Or neither? 


HE greatest-ever bull market in equities 
seems to be at an end. The Nasdaq is in 
free fall; the Dow, having trodden water for a 
couple of years, also shows signs of sinking. 
Stockmarkets in the rest of the world are fol- 
lowing America’s lead. It is not too early to 
. ask questions, and not just “Why didn’t I sell 
Cisco a year ago?” How about, “Do we really 
know anything about how stockmarkets 
value shares?” 

The answer is not really, for all the efforts 
to argue the contrary by the unfortunately 
timed—or titled—“‘Toward Rational Exuber- 
ance”. Mark Smith, a veteran share trader 
with srs and Goldman Sachs, believes that 
the stockmarket, at least in America, has be- 
come increasingly rational over the past cen- 
tury, a case he makes by cleverly inter- 

twining the unfolding academic debate 

* about how to value equities with a colourful 
history of Wall Street’s evolution (if that is the 
right word). 

The crash of 1929 was clearly a turning- 
point, dashing enthusiasm for buying shares 
for a generation. It discredited economic 
scholars who argued that even at the peak of 
the market, shares were fairly valued be- 
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| EXUBERANCE: 
| THE EVOLUTION OF THE MODERN 
| Stock Market. By B. Mark Smith. 
Farrar, Straus & Giroux; 304 pages; $25 


acids estat E 


TOWARD RATIONAL 


cause company profits were higher and new 
technology was leading togreater productiv- 
ity and faster economic growth. Mr Smith 
mounts a stout defence of Irving Fisher, a 
Yale economist who famously said that 
share prices had reached a “permanently 
high plateau” just before they fell off it. Pro- 
fits were indeed accelerating. At the peak of 
the market, the average ratio of share price to 
profits was 16—-unprecedented then, but av- 
erage for the past 50 years and modest today, 
despite recent share-price tumbles. Evi- 
dently, there was no speculative bubble; 
stocks were not badly overvalued. 

Nor did the crash of 1929 lead to the 
Great Depression that followed, says Mr 
Smith, which may be comforting for those 
who fear that the recent Nasdaq crash could 
have similar consequences. The depression 
was caused rather by the mistakes of the 
Federal Reserve, which, of course, do not 


happen under its current chairman, Alan 
Greenspan. In Mr Smith’s view, the crash 
could not have occurred because investors 
suddenly came to fear a depression as they 
had no reason toexpect the Fed's errors. 

So why did it happen? Fisher blamed the 
“psychology of panic”, saying: “It went 
down because it went down.” Mr Smith is 
generally sceptical about such behavioural 
explanations, His book’s title is a clear ri- 
poste to one of last year’s bestsellers, “Irratio- 
nal Exuberance”, by Robert Shiller, another 
Yale economist and a leading practitioner of 
behavioural finance, which attempts to find 
psychological explanations for otherwise 
mystifying movements in the stockmarket. 

Behavioural finance is the commonest 
rival to a widely accepted theory which 
helped transform the investment business 
during the second half of the 2oth century. 
This is modern finance theory, which is built 
on the belief that the market is “efficient”, in 
the sense that prices incorporate all available 
information, That makes future changes in 
prices unpredictable, which means that the 
only investors who consistently outperform 
a market average are either taking bigger 
risks or are simply lucky. According to the fi- 
nance theory, diversification is the best in- 
vestment strategy and much Wall Street re- 
search is worthless. 

The stockmarket crash of 1987 appeared 
to disprove the efficient-market theory, as it 
seemed to occur without any reason. (An- 
alysts’ failure to predict it seemed to under- 
line the theory’s message about the value of 
Wall Street research, however.) The Dow fell 
by 23% on a day when there was no news. 

Since then, behaviouralists have been 
making the running in academic finance. 
Numerous so-called anomalies have been 
discovered, evidence that suggests the mar- 
ket can be beaten after all. The most famous 
was the January effect, according to which 
shares did better in January than in other 
months. As Mr Smith observes, many of 
these anomalies seem to vanish soon after 
they are publicised, which suggests the mar- 
ket is pretty efficient at correcting its ineffi- 
ciencies. More fundamentally, the behav- 
iouralists have yet to come up with a 
coherent model that actually predicts the fu- 
ture, rather than merely explaining, with the 
benefit of hindsight, what the market did in 
the past. 

The current bear market seems to vindi- 
cate behaviouralists who argue that there 
has been a huge stockmarket bubble. But it 
also suggests that the stockmarket is efi- 
cient—or at least exhibits one consequence 
of efficiency: unpredictability. Sadly, it is im- 
possible to settle the issue either way. When 
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it comes to indisputable facts in finance, it is 
hard to improve on the answer provided by 
J. Pierpont Morgan. When asked what the 
market would do, the Titan replied simply, 
“Tt will fluctuate.” 

Mr Smith overlooked another history 
lesson, perhaps because of his association 
with two of Wall Street’s top investment 
houses and equity brokers. If you think of 
how persistently investors have been sold 
overvalued shares in recent years, he might 
have agreed with a famous Wall Street bear 
in the 1920s, Jesse Livermore, who described 
Wall Street as a “giant whorehouse”, where 
brokers were “pimps” and stocks “whores”, 
and where customers queued to throw their 
money away. Plus ca change. 
faeces eid ie tio i aa tis hiai, 


History of science 


A magic brew 


THE QUEEN'S CONJUROR: THE SCIENCE 
AND MAGIC OF Dr Dee. By Benjamin Wool- 
ley. Henry Holt; 410 pages; $25. Harper- 
Collins; £15.99 


HAT is the relationship between sci- 
ence and magic? The two were once 
closely linked: such eminent researchers as 
Tycho Brahe, Nicolaus Copernicus and Jo- 
hannes Kepler all dabbled in astrology and 
other mystical activities alongside their 
more orthodox scientific pursuits. The late 
16th century was a time of upheaval— 
cosmology was being redefined, the new 
world colonised, new stars and comets 
were appearing in the sky—and the search 
for knowledge took many forms. The 
astronomers who confirmed a supernova 
in the constellation Cassiopeia also pon- 
dered its astrological meaning. It is in this 
context, argues Benjamin Woolley, that the 
occult activities of John Dee, a mathema- 
tician, philosopher and adviser to Queen 
Elizabeth 1, should be seen. Rather than 
unscientific, Dee’s seances with angels and 
spirits were one of the many ways he tried 
to fathom the secrets of the universe. 
Dee’s thirst for knowledge drove him to 
assemble one of the finest libraries in Eu- 
rope, and throughout his life he nurtured 
the dream of establishing what would to- 
day be termed a research institute. His 
wide-ranging expertise meant he was re- 
garded as an authority on matters ranging 
from calendar reform to navigation, carto- 
graphy and the likelihood of the existence 
of the fabled north-west passage to China. 
He was also learned in cryptography, as- 
tronomy and the nascent science of optics. 
(That said, Mr Woolley slightly overdoes his 
claim that Dee prefigured work done later 
by Galileo and Newton.) But from his un- 
dergraduate days at Cambridge, when he 
staged a play whose impressive special ef- 
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fects. were attributed to black magic, Dee 
was stalked by the accusation that he was 
meddling with diabolical forces. Which, in- 
deed, he was. 

For much of his life Dee conducted se- 
ances or “actions” in which he communi- 
cated with the spirit world through a me- 
dium, or “skryer”’, who spoke on their 
behalf. Dee’s most gifted skryer was a mys- 
terious young man called Edward Kelley, 
through whom Dee variously attempted to 
discover the location of buried treasure, the 
secrets of the original language spoken by 
Adam in the garden of Eden, and clues to 
the future course of European politics. 

Because of his boundless curiosities, 
and because he moved between the worlds 
of science, mysticism, religion, politics and 
espionage, Dee proves an ideal character 
around whom to tell a number of intrigu- 
ing stories. His fortunes rose and fell pre- 
cipitously during his career; he went from 
being penniless to being a valued royal 
counsellor and back again several times, 
and was imprisoned, denounced and de- 
ceived for his pains along the way. 

Mr Woolley paints a subtle and sympa- 
thetic portrait of his subject, siding neither 
with the “hard-headed rationalists” who 
dismiss Dee as a fool, nor with the “mud- 
dle-headed mystics” who regard him as a 
Merlin-like wizard or an English Nostrada- 
mus. It is a shame that Dee was not born a 
century later, as he would have thrived in 
the scientific revolution. After all, Mr Wool- 
ley argues, Dee’s main interest was magic, 
which is traditionally divided into natural 
magic (obeying natural laws) and super- 
natural magic (involving supernatural 
forces). The word “magic”, in other words, 
is a term which includes understanding the 
world and exploiting that understanding. 
The modern term for this is science. 
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Historical biography 
Our man 
in the middle 


Fiecps OF Fire: A Lire or Sig WILLIA 
Hamitron, By David Constantine. Weiden~ 
feld & Nicolson; 352 pages; £20 








O BE remembered by posterity, after a 

long career in public service, solely as 
cuckold is indeed hard. Such has been the 
fate of Sir William Hamilton, husband 
Nelson’s mistress, Emma. To find out what 
sort of man he was, and to approach the re- 
nowned ménage a trois from the third an- 
gle, have been the aims of David Constan- 
tine in this biography. 

Of the 72 years of Hamilton’s life, 35 
were spent in Naples as British envoy. He 
was there, apart from a few breaks, from 
1764 to 1799. His time on post therefore en- 
compassed the American declaration of in- 
dependence, the French revolution and two 
eruptions of Vesuvius. The king of Naples, 
Ferdinand rv, the son of the Spanish king, 
was married to Maria Carolina, the sister of 
Marie Antoinette. The turbulence in France 
and elsewhere gradually had its repercus- 
sions in Naples, which earlier had had 
about it “an indolence...and an anarchic 
energy and ebullience”. 

Hamilton had lobbied for this particu- 
lar job because of the indifferent health of 
his first wife, Catherine. She appeared to 
suffer more from a nervous than a physical 
disorder, but, whatever it was, the climate 
in Naples suited her, and the couple had a 
companionable time there until her death 
at the age of 44. 

Hamilton’s passions were volcanoes 
and vases. He loved the thrill of standing at 
the edge of Vesuvius’s bubbling crater, 
writing detailed descriptions that were later 
gladly received by the Royal Society in Lon- 
don. He collected an enormous quantity of ~ 
Etruscan vases and became a connoisseur 
of the Greek mythology portrayed on them. 
Many ended up in the British Museum, 
while reproductions were turned out by Jo- 
siah Wedgwood in his new factory. Hamil- 
ton was good company and a generous 
host to his many visitors. 

Emma Hart entered his life when he 
was 53 and she was 21. She was palmed off 
on Hamilton by her previous lover, Sir Wil- 
liam’s nephew, Charles Greville, who 
wanted to be shot of her in order to marry 
an heiress. Emma was neither well-born ~“ 
nor well thought of: she had been a prosti- 
tute. But her great beauty and considerable 
character ensured that she divided opinion 
in society wherever she went. 

Against the odds, her marriage to Ham- 
ilton was remarkably successful and they 
were happy together in Naples. Even after 
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che advent of Nelson and the huge scandal 
saused by the flaunting of his affair with 
mma, Hamilton seems to have remained 
‘content. Whether he was simply blind to 
he situation or, more probably, complai- 
sant, his amiable nature seems to have 
coped with it somehow. The three of them 
iaravelled together, shared a house, and di- 
vided bills scrupulously. 

David Constantine, a reviewer in these 
pages, gives a sympathetic picture of an 
antelligent man, a connoisseur of antiqui- 
ities, whose life slowly unravelled through 
his proximity to the unedifying court of the 
™poltroon” King Ferdinand and through the 
adisgrace of his second wife. He spent his 
“last few years in England living with Emma 
zand Nelson, ill, shunned and in debt. This 
wexcellent biography, clear and amusing, re- 
»stores some if not all of Hamilton's dignity. 





KATE GRIMOND 


Qur policy is to identify the reviewer of any book by or 
about someone closely connected with The Economist 
‘aspire an Fk ata asda cies “ 


Modern poets 


Hold the politics 


Worps ALONE: THe Porr T.S. Erot. By 
Denis Donoghue. Yale; 342 pages; $26.95 and 
£17.95 


S. ELIOT (1888-1965) is proving difficult 
to dislodge. Although it is common to 
regard him as politically and ideologically 
objectionable (he was, after all, a Dead 
White Male even while he lived), and de- 
spite attacks on him for his supposed anti- 
semitism, his reputation as a poet remains 
essentially intact. Indeed, in this reviewer's 
experience a genuine love for Eliot’s verse is 
an international phenomenon second only 
to the love for Shakespeare. When a group 
of students at the University of Baghdad 
_ was recently asked whom they considered 
to be the greatest “modern” writer, they an- 
swered: “The man who died in 1965”, after 
which they swapped quotations with an 
ease Obviously born of devotion. 

Denis Donoghue, a professor of English 
and American literature at New York Uni- 
versity, does not specifically set out to de- 
fend Eliot against recent onslaughts, al- 
though he does do so, and it is apparent 
that he usually has them at the back of his 
mind. But “Words Alone” is not simply a 
successful attempt at a fresh survey of the 

“most minutely scrutinised poet in English 
of the 20th century, for it aims to restore to 
readers the sense that they should—as 
readers did in the last century—‘‘submit” to 
Eliot as a master of language. 

Mr Donoghue’s testimony to his own 
submission partly takes the form of spiri- 
tual-intellectual autobiography. After a rel- 
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atively late discovery. of Eliot, at University 
College, Dublin, Mr Donoghue’s matura- 


tion as a reader of poetry was also the ma- 


turing of his understanding of Eliot. In fact, 
his struggle with Eliot is also a struggle to 
grasp what language can do. 

The heart of the book is Mr Donoghue’s 
re-assessment of the doctrine of Symbolism 
via an exceptionally fine reading of “La Fi- 
glia che Piange”. He delineates two different 
sorts of symbolism. One is French in origin 
and prizes richness and ambiguity. It feels 
affinity with dreams yet resists the sort of 
interpretive canons that Freud devised for 
them. The other is the symbolism of trans- 
parent, bright images that are logical and 
which form a pellucid part of an exfoliating 
narrative—the symbolism of Flaubert and 
of the Joyce of “Ulysses”, (You could add to 
the latter Dante, interpreted, in effect, as a 
symbolist poet by Eliot.) 

Eliot's symbolism is mostly of the first 
kind, and allows him to detect what is un- 
canny, uninterpretable, suggestive of “feel- 
ings into which we cannot peer”, in the 
language of his literary predecessors. It also 
gives him purchase on the language of 
those who are no one in particular—like the 
woman in the pub who speaks with ob- 
scure menace about Lil in “The Waste 
Land”. This is a feeling for the beginnings of 
language—what Eliot called “auditory 
imagination” and what Thomas Mann, 
talking of Wagner's use of an e-flat major 
chord to symbolise the birth of conscious- 
ness at the beginning of “Das Rheingold”, 
called an “acoustic idea”. 

The title of Mr Donoghue’s book, 
“Words Alone”, refers to the work a lan- 
guage must do when deprived of normal 
syntax, and hence of transparent logical re- 
lations: 

There, the eyes are 

Sunlight on a broken column 
There, is a tree swinging 

And voices are 

In the wind’s singing 

More distant and more solemn 
Than a fading star. 


Mr Donoghue’s beautifully acute reading of 
“The Hollow Men”, from which the lines 
just quoted come, is a fine demonstration 
of the point. The other side of this sort of 
symbolism is that it is possible for the 
writer to suggest a development and even 
an ideal completion of experience that can- 
not yet be put into words. Mr Donoghue 
appeals to that possibility to defend those 
prose writings—notably “The Idea of a 
Christian Society”—-where Eliot is so obvi- 
ously gesturing towards what cannot be 
significantly imagined that some have 
charged him with pure irrelevance. Mr 
Donoghue argues that this use of language 
intimates an ideal that “might if nothing 
else enrich the reverberation of our lives”. 

If that sounds too sceptical a conclusion 
for an avowed Christian such as Mr Don- 
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It’s Eliot’s verse that counts 


oghue, readers might remember that Eliot 
was one of the 2oth-century’s more scepti- 
cal writers, despite his well-publicised reli- 
gious and political loyalties. Eliot's status as 
a “master of language” flowed from this 
scepticism, from his almost hallucinatory 
sense of what language could and could 
not do, of what comes before and after it. 
The only poet since Shakespeare who com- 
petes with Eliot in that is Tennyson. 


Modern pianists 


Carved in ivory 


SVIATOSLAV. RICHTER: NOTEBOOKS AND 
CONVERSATIONS. By Bruno Monsaingeon 
(translated by Stewart Spencer). Princeton 
University Press; 464 pages; $29.95. Faber and 
Faber; £25 


HE life and career of Sviatoslav Richter 

almost exactly paralleled that of the So- 
viet Union. Born in the Ukraine in 1915, he 
died in 1997. His grandfather was German 
and throughout his youth and during the 
second world war Russians considered him 
German, while the Germans thought of 
him as Russian. Regarded as one of the 
greatest pianists of the 2oth century, Richter 
was a mysterious, eccentric figure. 

Bruno Monsaingeon met him in the 
1980s, when he was working on a docu- 
mentary about Glenn Gould, a celebrated 
Canadian pianist, whose eccentricities 
made Richter seem quite humdrum. Gould 
asked Mr Monsaingeon to try and set up a 
recording session with Richter. Knowing 
Gould's reclusiveness, Richter agreed but 
only on condition that Gould would come 
and give a public concert at Richter’s music 
festival in France—the Fêtes Musicales de 
Touraine, which he founded in 1964. Pre- 
dictably, the recording and concert never 
took place. 

Some years later Mr Monsaingeon ap- 
proached Richter about making a film. A 
friendship began and Richter asked him to 
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Richter stuck to the score 


write his biography. The book has three 
parts: a brief opening in which Mr Mon- 
saingeon describes their work together, 
then nine chapters, the result of their tape- 
recorded conversations, which he has 


made into a first-person narrative; 
and last—for those interested in 
music this will be the most re- 
warding part of the book—Rich- 
ter’s diary of performances and re- 
cordings in which he notes his 
own reactions and impressions of 
other performers. Though most of 
the entries are brief, they are vivid 
in their immediacy, and Richter’s 
remarks about opera productions, 
conductors (he despised Herbert 
von Karajan and thought that Car- 
los Kleiber was the greatest) and 
individual works are constantly 
engaging. An appendix lists his re- 
cordings, with dates and locations. 

Richter’s eccentricity was per- 
haps a mixture of the manic- 
depression from which he inter- 
mittently suffered and his strata- 
gems for surviving the horrors of terror and 
war. Richter’s father was arrested and exe- 
cuted in 1942, and for many years he be- 
lieved his mother had died—they met 
again only in 1961. He was followed and ha- 


rassed, but was eventually judged such ar- 
important Soviet artist that he was allowec 
to travel and live part of the year abroadill! 
He seems never to have considered desert- 
ing Russia. Near the end of his life he re- 
fused to perform without the score. His in- 
sistence on the “uselessness” of memorising 
music and on the need for pianists to make 
do with the instrument at hand make inter- 
esting contrasts to the views of other fam- 
ous recitalists. 

Mr Monsaingeon has a somewhaté# 
starry-eyed view of Richter “the genius” or 
“the maestro”, as he refers to him. But in al- 
lowing Richter’s own words to take prece- 
dence over anecdotes or analysis, a clear 
view of Richter’s musical life emerges. 
Apart from his memories of childhood, 
there is little about his personal life, and the 
rumours of his homosexuality and alco- 
holism are kept hidden. There are many 
photographs, which tell their own story, as 
Richter develops from a mischievous- 
looking young man to the chiselled, in- 
scrutable icon of his later years. 

= a 








Poet in stone and steel 


OUIS SULLIVAN (1856-1924) was the 
doyen of Chicago architecture during 
the boom of the early 1890s when new 
steel-frame construction altered the pro- 
files of mid-western cities by pushing 
them uprather than out. In many architec- 
tural histories Sullivan is included as the 
proto-modernist who coined the one- 
liner, “form ever follows func- 
tion”. But Sullivan’s own view 
of his work was much richer 
than this cryptic slogan sug- 
gests. Far from rejecting expres- 
sive motifs, he endowed his 
skyscraper façades with surg- 
ing, organic life that he took to 
signify both the creative es- 
sence of nature’s will and the 
democratic impulses which he 
deemed natural to man. 

In Sullivan’s day, American 
architectural studies were 
dominated by the French 
Beaux-Arts tradition, and particularly by 
Viollet-le-Duc’s romantic rationalism. Stu- 
dents were taught that architecture should 
display its essence by making a building’s 
purpose, materials and relation to gravity 
completely clear. History was full of useful 
examples, but in the prevailing atmo- 
sphere of anti-classicism, the Gothic mode 
was preferred. Although this teaching 
lacked the heroic content Sullivan felt ar- 
chitecture required, he did draw from it his 
famous dictum about form and function. 
The phrase became a battle cry for mod- 








ernists such as his one-time draughtsman, 
Frank Lloyd Wright. Some even took the 
phrase to mean thatall ornamentation was 
redundant. And, indeed, the ornate facade 
of Sullivan’s own favourite, the Bayard- 
Condit building on Bleeker Street in New 
York, does make you wonder what its exu- 
berant, floral curlicues are for. 





Function, of course, means many 
things. A steel girder functions to support a 
skyscraper. And an architect has ways to 
show us, if he wants, how that girder is at 
work. This is the sense of function inher- 
ited from Viollet-le-Duc and taken to heart 
by the modernists. Then again, for practical 
reasons, buildings need to announce their 
function as, say, schools or museums. But 
Sullivan, who saw himself as an artist in 
touch with nature, had a third idea of func- 
tion. To the romantic rationalism of Paris, 
he added the transcendental longings of 


Whitman and Emerson. Architecture’s 
highest calling for Sullivan was to put man 
back in touch with his democratic instincts 
and the cosmic forces of nature. 

Sullivan's exalted view of the profes- 
sion, not to mention his difficult personal- 
ity, led to quarrels with clients and part- 
ners, and after the bust of 1893 his Chicago 
practice never recovered. Living on the 
charity of friends, Sullivan had to seek 
humbler work in the provinces. His two- 
storey brick banks with their 
complex ornamentation for 
mid-western farming towns 
are, nevertheless, a brilliant 
culmination of his career. 

These three handsome 
books help us to appreciate 
Sullivan’s architecture and the 
thinking behind it afresh. The 
new edition of John Szarkow- 
ski’s 1956 photographic study is 
a beautiful portrait of the 
works. Richard Twombly and 
Narciso Menocal explore Sulli- 
van’s ideas about the poetics of 
architecture in his late writings and offer 
upa visual feast of his drawings. David Van 
Zanten examines the buildings in the light 
of Sullivan’s unswerving conviction that 
his profession was fundamentally artistic. 


“The Idea of Louis Sullivan”, by John Szarkowski. 
Thames & Hudson, 184 pages, $60 and £39.95. 


“Louis Sullivan: The Poetry of Architecture”, by Robert 
Twombly and Narciso G. Menocal. Norton, 440 pages, 
$75 and £55. 

“Sullivan’s City: The Meaning of Ornament for Louis Sul- 
livan”, by David Van Zanten. Norton, 192 pages, $60 and 
£40 
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#Controlling the Internet 


"Web phobia 


MREPUBLIC.COM. By Cass Sunstein. Princeton University Press; 224 pages; $19.95 and £12.95 


“DAD books can be interesting, not for 
what they say but for what they repre- 
-sent. Cass Sunstein’s “republic.com” is a 
“prime example. Mr Sunstein, a professor at 
the University of Chicago Law School, is the 
author of many incisive books. But here he 
seems to have completely lost his way. 

Mr Sunstein’s thesis is that the Internet 
will lead to a fragmentation of political dis- 
course in America so severe that it will un- 
dermine American democracy. He is par- 
ticularly exercised by “filtering” technology, 
which allows people automatically to se- 
lect news and entertainment on specific 
subjects, and the proliferation of special- 
interest websites. He cites studies which 
purport to show that like-minded groups 
have a natural inclination to move to ex- 
tremes, and he frets that the Internet will 
destroy the “public forum” where people 
bump into views they do not share. 

Certainly, the Internet contains many 
special-interest sites and thousands of so- 
called “hate” sites. But it has also vastly in- 
creased the amount of information avail- 
able to the ordinary person, who now has 
access to millions of public documents, ac- 
ademic papers, think-tank reports, scien- 
tific studies and political speeches which in 
pre-Internet days (a mere five or six years 
ago) only small numbers of people could 

. easily obtain. And by far the most popular 
Internet sites.are the mainstream news sites 
of established broadcasters, newspapers 
and magazines. This seems to indicate that 
most Internet users continue to want the 
broad intermediaries which Mr Sunstein 
claims are so essential to maintaining 
democratic debate. 

Moreover, the Internet did not create 
special interests, as any newsstand con- 
firms. Ever since mass printing, there have 
been specialist publications, from Knitting 
Monthly on. And most people “filter” all 

"the time, whether they get their informa- 
tion from the media or from whom they 
meet on the street. Everyone knows people 
who only read the sports pages, or who 
cannot name their state’s senator. They 
don’t need fancy software to do that. 

Mr Sunstein concedes all this, and yet 
he still lies awake at night worrying that the 
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Internet is a threat to democracy. His solu- 
tions to this grave danger? “Voluntary” 
codes of conduct requiring partisan web- 
sites to link to their political opponents, en- 
forced “disclosure” of how much big web- 
sites are doing to promote the public inter- 
est, and a government-subsidised website 
“Public.net”, where “serious” debate can be 
protected from the encroachments of info- 
tainment and narrow-mindedness. 

These are far more intrusive and illib- 
eral suggestions than Mr Sunstein seems to 
realise. And they are completely unneces- 
sary and possibly damaging, at a time 
when the universe of available information 
is exploding. As Mr Sunstein is evidently a 
sincere and sensible democrat, there must 
be something that explains his alarm. So far 
the Internet has proved more of a demo- 
crat’s dream than a nightmare. In part this 
is because it challenges monopolies on easy 
access to expert information that profes- 
sional groups—including even law profes- 
sors—have enjoyed. Might that threat be 
what Mr Sunstein really finds so worrying? 
EE O EA AR IAE NEE AEE E OEA ~M 


America’s Jews and Israel 


Push and pull 


IRRECONCILABLE DIFFERENCES? THE WAN- 
ING OF THE AMERICAN JEWISH LOVE AFFAIR 
WITH IsRAEL. By Steven T. Rosenthal. Bran- 
deis/University Press of New England; 248 
pages; $24.95. Available in Britain in June, 
from Plymbridge; £21 


MERICANS have an understandable 

inclination to prefer friendly demo- 
cratic Israel to its moody undemocratic 
Arab neighbours. But for a span of time, 
roughly from the late 1960s until the 
mid-1980s, most of America’s Jews believed 
it their duty to enhance that preference by 
all means at their disposal. And they 
thought that they should do so regardless 
of any private criticism of Israeli policy. 
Such reservations, they were told by their 
spearhead lobbies, were irrelevant. It was 
not up to American Jews to criticise Israel. 
Their job was to assure the American gov- 
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ernment’s. continuous and generous sup- 
port of the Jewish state by making certain 
that legislators well-disposed towards Is- 
rael were duly elected. 

Rightly or wrongly, America’s Jews 
thereby gained a fearsome reputation as 
the makers and breakers of political careers. 
The reputation was exaggerated, but politi- 
cians had some reason to run scared. 
Charles Percy, for instance, a respected Re- 
publican senator for Illinois, lost his seat in 
1984 to a challenger heavily backed by 
American-Jewish constituents. One of Mr 
Percy's sins was to label a bid to move 
America’s embassy from Tel Aviv to Jerusa- 
lem “wrong, wrong, wrong”. A few years 
earlier, pressure from American-Jewish 
groups had helped to force the resignation 
of Andrew Young, America’s ambassador 
to the un, after Mr Young, against the rules, 
talked to the Palestine Liberation Organisa- 
tion's man. A baffled world saw a super- 
power paying extraordinary deference to a 
small, controversial nation. 

Steven Rosenthal, a history professor at 
the University of Hartford in Connecticut, 
explains how American Jewry’s uncritical 
approach to Israel took hold. Guilt played 
its part. Fears about dual loyalty, so he ar- 
gues, had been largely put to rest, in pre- 
state years, by Louis Brandeis, a Zionist and 
a great justice of the Supreme Court. But in 
1951, David Ben-Gurion, Israel's first prime 
minister, called for aliya: emigration to Is- 
rael was essential, he declared, for anyone 
who considered himself a Zionist. Ameri- 
can Jews were startled, and did not re- 
spond: between 1948 and 1967, only 10,000 
of them emigrated to Israel. 

They preferred to stay. But they made 
up for it, says Mr Rosenthal, by giving Israel 
unequivocal backing, particularly after its 
triumphs in the 1967 war, when the Jewish 
state could be portrayed as a powerful ally 
rather than a moral cause. Anything and 
everything done by successive Israeli gov- 
ernments was defended. Dissenters were 
frowned on, even when they happened to 
be Israelis. For instance, the senior reserve 
officers who formed Peace Now after the 
1973 war found it hard to get an American- 
Jewish hearing. It was, writes Mr Rosenthal, 
“as if American Jews had expended so 
much psychological energy on Israel that its 
being subject to human error was a pos- 
sibility too fearful to contemplate.” 

This could not last. Slowly, during the 
1980s, blotches appeared on Israel's face. Its 
invasion of Lebanon and the bombing of 
Beirut caused a certain questioning. But this 
was nothing compared with the American 
soul-searching after Jonathan Pollard, an 
American-Jewish analyst in the navy, was 
arrested in 1985 for spying for Israel. The Is- 
raelis thought they could get away with this 
as they had with so much else: they felt 
themselves a Teflon nation at a time of 
Ronald Reagan's Teflon presidency. But Mr 
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Pollard reawakened those dual-loyalty 
fears: the spy was a tumcoat whose loyalty 
to Israel caused him to betray his native 
country. And even worse was to follow: 
American Jews found themselves involved 
in the long, complex “Who is a Jew?” con- 
troversy, in which Israel’s Orthodox rabbis 
appeared to seek to delegitimise America’s 
Reform and Conservative following. 

By 1991 George Bush senior was able to 
brave the protests of a fragmented Jewish 
community when he refused to grant Israel 
urgently needed loan guarantees because 
the government of the time would not sus- 
pend settlement-building. Such toughness, 
in the face of American Jewry, had not 
been seen since 1956, when Israel was 
pushed back from the Suez Canal after 
American pressure halted the Anglo- 





French-Israeli operation against Egypt. 
With the end of the cold war, the Ameri- 
can-Jewish consensus on Israeli sanctity 
was gone, it seemed for ever. 

Nowadays, American-Jewish divisions 
on the Israeli-Arab peace process reflect Is- 
rael’s own. But the noise comes mostly 
from the right. The hardliners may amount, 
writes Mr Rosenthal, to no more than 10% 
of American Jews but they make up for this 
with volume and vehemence. Some of their 
lobbies are influential: in 1998, 81 senators 
were persuaded to sign a letter supporting 
Binyamin Netanyahu’s government against 
an American peace plan. Many indepen- 
dent newspapers, including this one, hear 
from them with deadening repetitiveness. 
And they have carried the battle to Israel it- 
self: some 15% of West Bank settlers, includ- 


ing the most radical, are from America. 
Dedicated hardline settlers are one off 
the great obstacles to an Israeli-Palestiniarm, 
peace. But Mr Rosenthal finds even more ta 
regret in the growing coolness between Is-. 
rael and the rest of American Jewry—a re~ 
cent poll found that only 58% of Jewish, 
Americans feel themselves close to Israel, ai 
decline of 17 percentage points in ten years, 
He argues that identification with Israel, 
and the sense of communal obligation; 
acted as a bulwark against American- 
Jewish assimilation. Perhaps he can take a 
grain of comfort from the latest events. As: 
most of the world condemns Israel for us- 
ing excessive force against the Palestinian 
intifada, there have been signs that Ameri- 
can Jews are once again circling the wagons. 











| HE current Israeli bestseller lists are 

wonderfully eclectic, suggesting a 
highly inquisitive readership with wide- 
ranging interests. Homegrown talent dom- 
inates the fiction list, with few novels in 
translation (all the books listed are in He- 
brew, but Israeli publishers also give titles 
in English). True, the latest John Grisham is 
in there too; but the list is otherwise free of 
the big international names that one might 
expect to find. Jewish history and identity 
are themes which recur in several of these 
novels, including Dov Elbaum’s “My Life 
with the Patriarchs”, a loosely autobio- 


What the world is reading 


graphical fantasy which locates the bibli- 
cal forefathers in modern Israel. Israeli 
readers’ taste in non-fiction, is, if anything, 
still more adventurous, taking in every- 
thing from Fermat to Catherine the Great, 
Stalingrad to Singapore, reincarnation to 
cognitive psychology. 

Set alongside this, the American lists 
present a number of contrasts—as well as 
some underlying similarities. The fiction 
list divides up into six thrillers and three 
family dramas, plus “The Painted House”, 
John Grisham’s first non-legal non- 
thriller. The popularity of Terry McMillan’s 


“A Day Late and a Dollar Short”, whichex- | 
plores the dynamics of an African-Ameri- | 
can family, and “The Bonesetter’s Daugh- 
ter”, the latest offering from Amy Tan, an 
acclaimed Chinese-American novelist, 
bespeaks a nation of readers as curious 
about their history and evolving identity as 
their Israeli counterparts. Non-fiction- 
wise, though, there is little change: “Body 
for Life” and “The O'Reilly Factor” simply 
will not move—not to mention Spencer 
Johnson's “Cheese”. Newcomers include 
Bruce Wilkinson's “The Prayer of Jabez”, a 
self-help book with a biblical flavour, and 
the autobiography of Dave Longaberger, a 
businessman who rose from humble ori- 
gins to make millions selling baskets. 
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Allen Kneese 


OMETIMES Allen Kneese 

would remark, in case anyone 
had forgotten, that air and water 
used to be thought of as “free 
goods”. They were regarded as 
sinks of infinite capacity that 
could swallow waste, however 
disgusting, without causing harm. 
Nowadays, of course, everyone 
claims to be an environmentalist 
intent on exposing the villains 
who are ruining the planet. But 
who are the villains, and can they 
reform? Mr Kneese was deeply 
suspicious of policymakers in the 
United States whose impulse was 
for central planning and direct 
regulation to tackle pollution. 
This approach was clumsy and 
produced “the familiar field days 
for lawyers, heavy costs, a huge 
bureaucracy” and “far-reaching 
intrusion by government”. There 
had to be a better way. 

Mr Kneese was a pioneer in 
what came to be called environ- 
mental economics. He showed 
that “waste” could have a value 
that had been neglected because 
producers have been encouraged 
to use virgin materials on a large 
scale. This was seen as the way to 
rapid economic growth. In the 
United States there were subsi- 
dies, often in the form of tax cuts, 
that favoured the exploitation of 
mineral and energy products. 
These subsidies kept prices of 
manufactured goods lower than 
they otherwise would be, and 
discouraged the use of recycled materials. “Recycling” is a big idea 
today. If it has an inventor, Mr Kneese would be a claimant. 

Perhaps the other big idea to get producers to cut pollution 
without closing them down is “green taxes”. Mr Kneese called 
them “fees” and he designed a calculation that would reduce pol- 
lution to an acceptable level. The calculation was imperfect, he 
said. How, for example, did you take accountof recreational losses 
as the result of a polluted river? But it broadly works. Mr Kneese 
also wanted polluters to have freedom to reform themselves. His 
proposal to allow firms, for example chemical plants, to trade pol- 
lution “allowances” as long as the total limit of pollution was not 
exceeded, became law in the United States in 1990. Not everyone 
approved of his approach. He was called a crackpot academic pro- 
viding manufacturers with a licence to pollute. Not surprisingly, 
he sometimes became dismayed with his fellow Americans. 


With the wild horses 

Allen Kneese was born on a ranch in Fredericksburg, Texas. His 
first school, he recalled, was a one-room affair built by his father. It 
had three pupils and the teacher had another job taming wild 
horses. Fredericksburg had been first settled in the 19th century by 
German immigrants who called themselves “free-thinkers”. It 
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Allen Victor Kneese, defender of the 
environment, died on March 14th, aged 70 


signed a peace treaty with the Co- 
manche Indians which, it 
proudly notes, “has never been 
broken”. Like many local chil- 
dren, young Allen was brought up 
to speak German as well as Eng- 
lish, and it may be because of 
those early links that he took an 
interest in how Europe’s most in- 
dustrialised country was dealing 
with the problems of the environ- 
ment. In the Ruhr valley he found 
the environmentalist’s holy grail 
and wrote a book about it. 

He described a region that 
contains much of Germany’s 
heavy industry yet the rivers 
along which factories and mines 
are sited remained relatively un- 
polluted. You could even swim in 
them. Mr Kneese gave credit to 
the work of Genossenschaften, 
co-operatives run by industry 
and local government with the 
lightest of controls from central 
government. 

Mr Kneese was also im- 
pressed by the frugal Danes. At 
Kalunborg waste heat from in- 
dustry is used to heat nearby 
homes. “Why,” he demanded, 
does American industry “fail to 
incorporate recovery and recy- 
cling practices more routinely 
into its operations?” 

Questioning hallowed prac- 
tices was, he believed, a big part of 
an economist’s job. He built up a 
respectful, although not always 
subservient, audience through 
books and articles and through his 40 years with Resources for the 
Future, a research organisation in Washington, pc. In 1990 he anda 
colleague, John Krutilla, won the first Volvo environmental prize, 
the next best thing in his discipline to a Nobel. 

Although Mr Kneese was by nature a warmly friendly man 
there is in much of his writing a sense of anxiety about the future, 
and of the growing gap between the rich and the poor. Economics, 
he said, also touched on ethics. He once told a friend that he and his 
wife Georgia (who died in 1990) had decided not to have children 
because they were worried about the responsibility of bringing 
them into an uncertain world. 

America’s Atomic Energy Commission asked Mr Kneese for 
his comments on the possible economic effects of atomic power 
generation on the environment. In a long and reasoned essay he 
said that an economist’s normal benefit-cost answer could not be 
given. Managing the large-scale production of energy from nuclear 
fission would impose a burden on mankind “essentially forever”, 
with a penalty of possible unparalleled disaster. It would be a 
“Faustian bargain”. During Allen Kneese’s career, some bought the 
bargain, others hesitated over using the greatest of possible pollut- 
ants. Mr Kneese sympathised: ethical problems could be more pi 














ficult than economic ones. 





97 


COURSES 


University of Chicago Graduate School of Business 


-xecutive Education Programs 


The University of Chicago Graduate School of Business is home to Nobel laureates, leading economists, 
market theorists, and business experts. Chicago has produced more Nobel Prize winners than any other univer- 
sity. Our faculty members are known for developing and teaching the ideas that shape business tomorrow. 


This is your opportunity to take their classes, not just read their books. Chicago is now offering high impact 
executive education seminars in Europe, Asia, and North America. The Barcelona and Singapore offerings are 
listed below. 


Call: (312) 464-8732 Fax: (312) 464-8731 
E-mail: exec.ed@gsb.uchicago.edu 
Log on: http://gsb.uchicago.edu/execed 
Write: Executive Education 
University of Chicago Graduate School of Business 


450 N. Cityfront Plaza Drive Chicago, IL 60611-4316 


FOR MORE INFORMATION ON OUR COURSES, FILL OUT AND FAX THIS FORM TO 1.312.464.8731 
PROGRAMS BARCELONA DATES SINGAPORE DATES FEE Name QM. QMS. dr 


Executive Development © June 10-22, 2001 © Sept. 23-Oct.5, 2001 us $9,250 
Program: The Transition Title 


from Functional to 


General Management 
EETA e TE PN ° SG ie la eo E E TREE E EOE cE ee Renee Company 


Financial Analysis for C June 18-22, 2001 C September 17-21, 2001 us $5,200 
Nonfinancial Managers 
AREER O E ie ae NN A 


Information Technology Q June 26-28, 2001 us$2950 Address 
for Non-IT Managers 











Strategic Thinking for O June 26-28, 2001 ©) October 8-10, 2001 us $2,950 
the New Economy 


Enhancing Leadership © July 2-6, 2001 T August 27-31, 2001 us $5,200 i Country 
Performance: 
The Leader as Teacher 


iG aAke.? > UR nS Gn ate © ema ase ay Seater oe nw oL EY Phi 
Strategic Sales T July 2-6, 2001 © August 13-17, 2001 us$5,200 = 
Management 











Making Strategies 





Negotiation and Decision T September 24-28, 2001 us $5,200 ae 








http://gsbwww.uchicago.edu/execed/econ2 


ECONOMIST 1 
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BCOURSES 


Templeton College | University of Oxford 








‘Action is eloquence’ 


William Shakespeare 


The Oxford Strategic Leadership Programme 


20 - 25 May 2001 | 11-16 November 2001 
19 - 24 May 2002 | 10 - 15 November 2002 


World Views | Individual Focus 


What is leadership? What makes an effective leader? The Oxford 
Strategic Leadership Programme allows senior executives from 
all sectors and industries to step back from the demands of every 
day and look at their roles and themselves. 


The programme considers leadership from a contemporary and 
classical perspective. Prominent business people discuss their 
own experiences, while experts from Oxford University explore 
leadership issues in the broader contexts of science, history and 
economics. Examination of cutting-edge theory and practice, 

and innovative use of music and poetry combine to open up 

new perspectives on leadership for organisations and individuals. 


The focus on personal learning and development is intense. 
The programme challenges participants to identify strategies 
and actions that will improve their own effectiveness, in groups 
and in one-to-one tutorials where individual issues can be 
explored in depth. 


The programme is fully residential and the College’s self-contained 
environment — Templeton is set in its own wooded parkland just 
outside the City of Oxford — offers an ideal location for learning 
and reflection away from distractions. 





The Oxford Strategic Leadership Programme deepens 
your understanding of leadership and challenges you 

to identify and implement the leadership strategy most 
effective for your individual situation. 


For further information, 

please visit 
www.templeton.ox.ac.uk/leadership 
or return to: 


Dorothy Cooke 

Templeton College, 

University of Oxford 

Oxford OX1 5NY, England 

Tel +44 (0)1865 422776 

Fax +44 (0)1865 422501 

Email leadership@templeton.oxford.ac.uk 











Name Job title Company 
Address 

Zip/ Postcode 
Tel Fax Email 





Templeton College| University of Oxford 
www.templeton.ox.ac.uk/leadership 
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COURSES 
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INSEAD 





leaders 
facing 
tomorrow’s 
questions 


Even the most successful business can 
benefit from an extra perspective to help 
understand and engage with the task at 
hand. With the pace of global change ever 
increasing. the pressures and challenges to 
be faced by top management are routinely 
intense. In response to the needs of such 
decision makers, Professor Henri-Claude 
de Bettignies designed the AVIRA 
programme to ensure that ideas are 
developed and issues resolved within a 
context of the widest breadth of view and 
greatest height of inspiration. AVIRA’s 
typical participants are CEOs, Managing 
Directors and Executive Vice Presidents. 
The range of their ideas is as diverse as 
the industries and continents from which 
they come. It is an innovative and 
exclusive learning experience for leaders, 
rather than just managers. 


The ideas that exist within a given business 
are only as successful as the people that 
make them reality. In order to forge 
concentrated relationships between these 
people and the ideas they represent, 
discussion groups are kept small and 

tight. The knowledge on display is 
unquestionable, participants being joined 
by senior members of INSEAD's faculty, 
distinguished outside thinkers and other 


business leaders. No lectures or case 
studies mean that the group is free to 
concentrate on the very real problems of 
business, and use a pro-active process 
of sharing and questioning to find the 
necessary solutions. 


Spaces are few and in high demand so 
a rapid response is recommended. 
Courses take place in: 

* California 7-11 June 2001 

« Fontainebleau 20-24 September 2001 
* Singapore 13-17 December 2001 

* Fontainebleau 17-21 January 2002 


INSEAD is a world leading global 
business school, with two integrated 
campuses in Europe and Asia. 

INSEAD’s unique perspective and 
multicultural diversity enable us to deliver 
research and business education with 
global impact. 


For further information see 
INSEAD’s website: 


www.insead.edu/executives 


Alternatively contact us by emailing 
monica lopez@æinsead.fr 
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the C’ - tilon 


It’s a big world. 


Somebody has to run it. 


School 


July 9 - 29, 2001 


e-week itinerant : 
ner school, an intensivi 


ai 


nique chance for 
d rgraduate’ students from 
ver the world to experience 
-hand the life and business culture 
France, Italy and Austria, 


ting three of the most vibrant cit 


ANNOUNCING 


NEW RK UNIVERSITY STERN SCHOOL OF BU 


LONDON SCHOOL OF ECONOMICS AND POLITI 


TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the 
three flagship schools, plus one week each in São Paulo 
rschool.com and Hong Kong. Distance learning and team projects 


occur between class sessions. It’s visionary, focused and 


unique. Kind of like you. 


For more information, 

call +33 1 39 67 70 94 in Europe or 
+1 212 998 0442 in the United States. 
Visit www.triumemba.org or 


e-mail info@triumemba.org. 


UNIVERSITA BOCCONI 
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allenging leaders to create the future 





Senior Executive 
Programme 


Four weeks in 
which to renew your 
business vision 


16 September - 
12 October 2001 


19 May - 14 June 2002 


29 September - 
25 October 2002 





London Business School exists to 
advance learning and research in 
business and management 


8P004 





“The extent of the Senior Executive Programme learning process was far greater than | expected 
and has had a deep and profound impact on me as a person and on my plans for the future.” 
PauL EMANUEL, Executive CHAIRMAN, Key HOLDINGS 


The Senior Executive Programme is a four-week forum in strategic leadership for general managers. 
It addresses the critical issue of transforming global businesses through three key themes: strategy, 
leadership and transformation. A demanding and interactive experience, the Senior Executive Programme is: 


eled by some of the world’s best faculty, including Sumantra Ghoshal, Costas Markides, Rob Goffee, 
Henri Servaes and Jay Conger, who contribute with distinction to contemporary business practice and thought 

e attended by CEOs, Managing Directors, General Managers, Directors & Vice Presidents from many industries 
across the world (senior managers of over 75 nationalities have attended the programme). 


Leaders are not paid to make the inevitable happen. The Senior Executive Programme will ensure that you 
return to work stimulated, energised and ready to implement your ideas for transforming the future. 


Regent's Park 

London NW1 4SA, UK 
Contact: Karen Nisbett 
Tel: +44 (0)20 7706 6835 
Fax: +44 (0)20 7724 6051 


London 
Business 


School 


email: execinfo@london.edu 
www.london.edu/execed 








The MSc in Finance at the City University Business School is 
an intensive 10 month course integrating theory and practice. 


It provides: 


* a thorough and comprehensive grasp of the principles of 
finance together with enduring technical and conceptual skills 


* a genuinely international, multicultural perspective with a 


global focus 


ea highly flexible qualification suitable for a wide range of 
career openings in the financial sector 


An information session will be held on the following dates at the 
Business School, Frobisher Crescent: 


18 April 5.00pm - 6.00pm 
16 May 5.00pm - 6.00pm 
13 June 5.00pm - 6.00pm 
18 July 5.00pm - 6.00pm 


Tel: +44 (0}20 7477 8660 
E-mail: MScFin@city.ac.uk 
www.business.city.ac.uk/af 





ae City University 
IC) LY Eoo 
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The University for business and the professions 


THE ECONOMIST MARCH 24TH 2001 











The Health Care Manager 
for the Future. 
Could it be you? 


The SDA Bocconi's Master of International 
Health Care Management, Economics and 
Policy (MIHMEP) is an intensive, | year 
post-graduate course. It is decidedly inter- 
national in approach. The course language 
is English, with curriculum and contents 
designed by an international project team. 


Students are drawn from all over the 


world. And, as you would expect from 
one of Europe's leading schools of mana- _ 
gement, there is strong emphasis on the 
managerial skills vital to improving the 
efficiency and effectiveness of health 
services worldwide. You will have the 
chance to apply these skills in demanding 


field projects. To find out more about: 


Master of International Health Care Management, Economics and Policy (miHmep) 


Tel. +4+39-025836.2582/2592/6834. Fax ++39-025836.6832 E-mail: mihmep@uni-bocconi.it 
The brochure and application form can be downloaded from our website: www.sdabocconi.it/mihmep 


The 
Cranfle 


MBA 


New modular 


option 
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Cranfield 


UNIVERSITY 
School of Ma Management 


The Cranfield MBA is consistently ranked as one of the 
top MBA programmes in the world. 


Now we are introducing a new modular format, which 
makes it easier for managers based outside the UK to study 
for the MBA at Cranfield while remaining in employment. 
Beginning in July 2001, the programme comprises four 
two-week residential periods each year for two years, 


supported by learning sessions via the Internet. 


For more information contact: Maureen Williams, 
Cranfield School of Management, Cranfield, Bedford 
MK43 OAL, England. 


Tel: +44 (0)1234 754386 Fax: +44 (0)1234 752439 
Email: m.williams@cranfield.ac.uk 


Or visit our web site at www.crantfield.ac.uk/som/mba 





NIMBAS 
PRINCETON UNIVERSITY NIMES 
E g Woodrow Wilson School of Public and International Affairs 


NIMBAS 


in collaboration with the World Bank The Dest! rate Muak of ihe 
World Bank Institute and Private Sector Advisory Services 
Privatization, Regulatory Reform & Corporate Governance 


June 25 — July 13, 2001 Princeton, New Jersey USA 
Director, Eytan Sheshinski 
+ Methods of Privatization: Auctions, Share 


Flotation, Concessions and Strategic 
Investors 


+ The Record on Performance and 
Reform of State-Owned Enterprises 


+ The Rationale for and Problems of 
Public Ownership + Mass Privatization in Transition 
Economies 

+ Privatization of Natural Monopolies: 
Theory and Evidence + Recent Privatizations: Data and 
Conclusions 

+ Regulation: Structure and Methods 

+ Post Privatization Corporate Governance 

+ Deregulation and Competition Policy 

+ Sector Case Studies (Telecommunica- 


+ Labor and Privatization tions, Transportation, Utilities) 





Workshop includes working trips to Washington, DC (Warld Bank) and 
a Wall Street Investment Bank 


Lecturers in previous workshops (held at HIID, Harvard University) include: 
Kenneth Arrow, William Baumol, Eduardo Engel, Paul Krugman, Joseph Stiglitz 


and Lawrence Summers 


Administration (D: 
Modular programme 1 
and Germany 


Woodrow Wilson School of Public and Inter 


Robertson Hall, Pricer Princeton 


Princeton University 
Bendheim Center for Finance 


NAGEMENT SCHOOL 


Best European School for S % 
Financial Times Serao, January 2000 


12 MONTH FULL-TIME MBA 
24 MONTH EXECUTIVE MBA 





Master in Finance 


This new degree, designed to be completed in two to four 
semesters, prepares for a whole wide range of careers in the 
financial industry, ranging from financial engineering, risk 
management. and quantitative trading to quantitative asset 
management and financial forecasting. 


SPECIALISATIONS i 
Entrepreneurship- ‘| Advanced Strategi¢ Analysis 
Customer Focused Strategy * Corporate Finance 

Financial Markets and Assets * Project Management 
Managing Innovation © Health Marag pa 


Public Services Man agement Princeton’s Master in Finance provides: 


OTHER COURSES ON OFFER AT CMS * A rigorous core curriculum in financial mathematics, 


MSc in Finance * MS¢ in Health Management 
Doctoral Programme 


‘or further information call us quoting 
ef EGON! ows 44 (0320-7594 9206/9207.. 


n ns Administrator, 
nperial College Management Schoal, 53 Prince's Cae 
bition Road, London SW7 2PG 


sms. ic. ac.uk 





economics, statistics and data analysis 


The opportunity to tailor the program with a wide 
range of elective courses 


Career assistance 


Applications are due on May 1, 2001 for admission in 
September 2001. For detailed information see: 


http://www.princeton.edu/~bef 








muneti 
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International 
MBA in Paris 


Entirely in English, our 12-month full-time MBA is an unusually 

multicultural experience, with over 20 nationalities on the student body. 

Designed for experienced participants, it combines core courses in Paris 

with a wide range of electives and international seminars. 
AMBA and EQUIS accredited. 


ESCP-EAP MBAs lead to senior positions worldwide: join the network 
of 19,000 ESCP-EAP graduates working in 65 countries. 


Next Session - January 2002 
www.escp-eap.net 


Contact MBA Admissions: mba@esep-eap.net - +33 1.4923 2759 
79 avenue de la République ~ 7501) Paris 


ESCP-EAP 














As a European leader in education and research, Maastricht University 
is famous for its unique small-scale and self-motivating approach 

| to teaching (problem-based learning) and its high level of 
internationalisation. In the national education surveys, 
Maastricht is consistently listed in the top ranks. 


The Faculty of Economics and Business Administration has developed a 
part-time Executive MBA Program which reflects two important aspects 
of the current business climate: Globalization of Markets and Electronic 
Business and Commmerce. The Maastricht Executive MBA Program aims 
to prepare managers for future success in a rapidly evolving and highly 

. competitive global business environment where continued innovation is 
crucial to productivity and growth. 


The Maastricht Executive MBA Program curriculum consists of three 
tracks: General Management, Financial Management and E-Commerce 
and Marketing. The program is designed to be completed in 24 months 
and lectures and classes are conveniently paced and are conducted each 
week on Fridays and Saturdays. Our MBA exchange program with a 
leading US business school adds considerable value to the curriculum. 


For more information, please visit our website: www.mba.unimaas.nl, 
or contact Dr. Charles Pahud de Mortanges {c.pahud@mw.unimaas.nl), 
or Prof. Dr. Willem Verschoor (wverschoor@berfin.unimaas.n}) 


Universiteit Maastricht 

Faculty of Economics and Business Administration 
Executive MBA Program Office 

PO. Box 616, 6200 MDMaastricht, The Netherlands 
Tel: +31-(0)43-388 3220, Fax: +31-(0)43-388 4970 
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An MBA is for life ... 
























Tel +44 (0) 1491 418803 Fax: +44 (0) 1491 418899 


Vi 
© 
bd 









A life without boundaries. As barriers berween 





industries break down and business is 


increasingly conducted across national and 






regional borders, you need an MBA which 
prepares you for managing in a global market. 
The Henley MBA is held in high regard around 


the world ~ no wonder, with over 6000 studying 









the programme in 50 locations. And Henley 
supports your development post MBA and 
continues to refresh your knowledge base and 


update your management skills. 


The Henley MBA 
learning without 
frontiers 


Designed for a global business world, the Henley 
MBA is available in Flexible Evening, Modular 
and Distance Learning formats, providing a 
range of choices to suit your needs ~ wherever 


you are! 


MANAGEMENT COLLEGE 


mba@benleyme.ac.urR 







ww benleymc.acuk 
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Amsterdam 
Institute of Finance 


In cooperation with the faculty of 


INSEAD 
Derivatives Courses 2001 


The Options Workshop 
~ Stock Option and Foreign Currency Option Pricing (April 23 - 25) 


~ Option Trading Strategies and Risk Management (April 26 - 28) 
The Advanced Options Workshop 
- Yield Curve Dynamics and the Pricing 
of Interest Rate Derivatives (May I - 3) 
+ Exotic Options (May 4 - 5) 


Derivatives: Special Topics 
- Volatility (Sept. 24 - 25) 


- Derivatives Pricing with Numerical Methods (Sept. 26 - 28) 


For information, please visit our Web site or contact us directly. 


AIF - P.O, Box 59536, 1040 LA Ams 
telephone: +31-20- 


rdam, The Netherlands 
:#31-20-5200161 
~ internet: www.aif.nl 








OF T RR DAM 


= THE WORLD 
=IN YOUR CLASS 


© Committed to being an international center of excellence 
fa for management education, Rotterdam School of 

a Management is the Graduate School of Business at 

si Erasmus Universiteit Rotterdam in The Netherlands. 


= 
The Rotterdam School of Management s Full-time MBA 
O (General Management) and MBA/MBI (plus Information 
Technology) bring together participants from 50 countries 
wed for an intensive 18-month “hands-on” approach to 
management, taught entirely in English. Work experience 
O is required. 


wha, For working professionals with at least four years of 

dad “Xperience, RSM offers 2-year Part-time International 

4% MBA and MBA/MBI Programs. Courses are usually held 
on Friday evenings and Saturdays every other week. The 
curriculum includes study trips abroad, 

<< GEO 

=) The Rotterdam School of Management also offers 

on Open Executive Courses, tailor-made In-Company 
Programs and Consortium Programs. 


þa OT 


© P.O. Box 1738, 3000 DR Rotterdam 


QS The Netherlands 
RSM € 


Phone: +31-10-408 2222 

Fax: +31-10-452 9509 
Rotterdam School of Management 
Erasmus Graduate School of Business 


S ¢ HO O41 oF MANAGEMENT 





INTERNATIONAL MBA PROGRAMS 





E-mail rsm@rsm.nl 
Internet: www.rsm.nl 


e 
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xtend your global reach 


© AMBA Accredited Degree. 
@ An intensive nine-month bilingual program (French/English). 


@ The leading school in Political Science and Economics, 
founded in 1871. 


© A distinguished international faculty. 
®@ An urban campus in the heart of Paris. 


Next information session in our premises: 


i 
| 
| 
| 
| 
| 
\ 
| 
| 
| 
| 
| 
Thursday, March 29" 2001 at 6.30 p.m. | 
| 





and Quantita 


Champagne for 
on-Monday 9 
isit our website for furthe 
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Recognized as the: world’s most flexible Distance 
Leaming MBA or DBA/Ph.D, No bachelors. degree 
required for the MBA (or Master's for DBA) if you have 
significant work experience, No time limits, minimum 
or maximum. MBA usually takes one-year, DBA two. 
Transfer students welcome. No required. courses. 
You will not have to. study material you already know or 
do not need. No exams, instead you write papers. 
Lear from successful business leaders/authars 
{many are millionaires). Faculty members wanted. 
ushmore University, Dakota Dunes, SD USA / 805- 
232-6037 ec@rushmore.adu www.distancemba.com 


AN LINGUA 


ER NATION AL 


VE RESIDENTIAL LANGUAGE COURSES | 


TMe nedurcl way to kearn á angy he 
www .ceran.con 


















UNIVERSITE PARIS 


DAUPHINE 


Executive MBA Dauphine 




















Place du Maréchal de Lattre de Tassigny - 75775 PARIS Cedex 16 (France) 


www.mba.dauphine.fr 
mba@dep.dauphine.fr i 





| Caen 


S., M.S. Ph.D, Many fields; No classes, 
NO COST evaluation! Send resume, 
6400 UPTOWN BLVD NE < SUITE 398-W 


Depil. 34r ALBUG, NM O7110°USA 
34@centuryuniversity.edu 
1-800-240-675; 


ONLINE OPTIONS 


sive 12-M 
COMPUTATIONAL 


FINANCE 


apply now for Fall 2001! 
www.cse.ogi.edu/CompFin/ 


ADULTS FARN YOUR gE 
DEGREE AT HOME IN g 
JUST ONE YEAR! 


WASHINGTON 
INTERNATIONAL 
UNIVERSITY 


WEB SITE: www. washint.edu 

























MSc 


y 
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University of Brighton 
International Capital Markets 


Looking to improve your earning potential 
through a career in the City? 


Interested in obtaining a qualification with 
an international appeal? 


Then this is the course for you! 


The ideal applicant will already have a good first degree in the 
areas of economics, finance, accountancy or quantitative 
subjects although appropriate graduates from other 
disciplines will be considered. Alternatively candidates without 
a first degree but with appropriate work experience will be 
considered as long as they can demonstrate that they have 
the capacity to benefit from the degree. 


For further information please contact the Postgraduate 
office: Telephone 01273 642197 or email 
postgrad.business@brighton.ac.uk 











Kingston, Ontario 
Canada 


July 16 - August 3, 2001 
infrastructure, Finance and Governance 


Prof, Frank Flatters, Program Director 
Infrastructure evaluation, project finance and risk 


management in a market economy; regulatory and 
contracting frameworks; private-public partnerships 


Contact: Director, JDInternational 
Queen's University, Kingston, Ontario, Canada K7L 3N6 


LEARN GLOBALLY. 


Tel: +1 613 533 6556 Fax: +1 613 533 6895 Email: director@queensjdiexec.com 
For this and other programs visit www.queensjdiexec.com 


STUDY LOCALLY. 


THE GLOBAL MASTER OF ARTS PROGRAM (GMAP) 


Are you an experienced interna- 
tional affairs professional who 
wants to further your education 
without taking a year off? If so, 
consider the GMAPoffered by The 
Fletcher School at Tufts University. 
This one-of-a-kind, one-year master’s 
program in international relations 
combines three (3) two-week resi- 
dency sessions with 33 weeks of 
computer-mediated instruction. 


As a GMAP student, you perform 
your professional duties while 
pursuing your education, You work 
closely with our highly respected 
faculty and receive a top quality 
Fletcher education. Plus, you become 
part of our active and influential 
Intemational community. Classes 
begin July 2001. Contact us today 
to learn more about this challeng- 
ing program. 


THE GMAP INTERNATIONAL CURRICULUM INCLUDES: 
Crisis Management & Complex Emergencies « international Finance 
International Business & Economic Law è Leadership & Management 

international Negotiation »* international Technology Policy 
international Trade Economics & Investment 
Transnational Social Issues 


TEL: 617-627-2429 WEB: www fletcher tufts.edu 
E-MAIL: fletchergmap@tufts.edu 
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low tuition-Bachelor, Master, Ph.D 
in most fields - No exams, no classes- 
A WIU Instructor will help with your 
studies. Students in 112 countries 
and 36 states. No cost catalog send 
postal address: Student Comm. Ctr. 
144 Ivy Lane, King of Prussia, PA 
19406 - USA, FAX: 610 205 0960, 
E-MAIL: admissions@washint.edu ] 


John Deutsch International E 
Executive Programs |} 
















THE UNIVERSITY 
OF BIRMINGHAM 


THE 
BIRMINGHAM 
BUSINESS 
SCHOOL 


APPOINTMENTS 





CES 


Fulfilling Britain’s commitment to 








Full time MBA programmes: 

MBA International Business 

MBA. International Banking and Finance 
The European MBA with ESC Montpellier 
HTTP:/Avww.bham.ac.uk/business 
Tel: 44 (0)121 414 6693 Fax: 44 (O)121 414 3553 





The Executive MBA 


educates managers from all over the world 

taught in 8 intensive modules each lasting’ for 7 days 
or by evening study 

entry points in January, April, June and September 
flexible ~ a minimum of two modules a year 
Birmingham faculty teach in the UK and Singapore 


‘Developing global competence 
for a changing world’ 
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Emai: MBA@bham.ac.uk 









Department for 
International 
Development 


DFID 


The Central and South Eastern Europe Department [CSEED] 
of DFID is seeking to appoint a proactive Co-ordinator to 
support an expanding social policy programme in Bosnia and 
Herzegovina (BiH). The current programme incorporates a 
wide range of initiatives, including: social services reform, 
disability rights, organisational development and institutional 
capacity building, employment and labour, enterprise 
restructuring, community development, poverty assessments 
and the development of household panel data. 


There is a major role in strengthening and expanding DFID 
support for social policy reforms, as part of the British aid 
programme, which aims to achieve significant reductions in 
poverty, inequality and social exclusion in Bosnia and 
Herzegovina. 


A strategic thinker, you will design and appraise new aid 
interventions, as well as support, monitor and review existing 
programmes which work closely with central and local 
governments of BiH, the World Bank, UNDP and local civil 
society actors. 


QUALIFICATIONS AND EXPERIENCE 


in addition to a degree in social policy, sociology, economics 
or social research, you will have experience of work with the 
formal aid sector, and have significant experience of work in 
the transition countries of Central and Eastern Europe. 
Extensive professional experience in different operational 
aspects of social policy; strategic, fiscal and operational 
planning and of writing and analysing social policy issues, is 
essential. 


SOCIAL POLICY CO-ORDINATOR 
















BOSNIA AND HERZEGOVINA 
SARAJEVO BASED 


A working knowledge of government and/or non= 
government organisations, and of international development, 
as a consultant or adviser is required. 


Confident and articulate, you must be able to.explain and 
convey social policy reform agendas effectively inmulti- 
disciplinary groups, as well as deal with a wide range of work 
issues, often under pressure. The ability to write clearly and 
concisely is a pre-requisite of the role. 


TERMS OF APPOINTMENT 


The post is offered on a 3 year contract and the salary range 
is £38,000 - £48,000 per annum (UK taxable) which includes 
an element in lieu of the employer's share of 
superannuation, commensurate with qualifications and 
experience. 


In order to take account of response to the needs of 
overseas governments and organisations the Department has 
from time to time a substantial and legitimate business need 
to engage staff for fixed term. Applicants will be expected to 
acknowledge that they would have no expectation of 
employment beyond any fixed term which might be offered. 
Candidates should either be nationals of Member States of 
the European Economic Area [EEA], or Commonwealth 
citizens who have an established right of abode and the right 
to work in the United Kingdom. 


Closing date for applications: Friday 20 April 2001. 


Application forms can be obtained, quoting reference SPCBOS/JK/AH375/3/TE clearly on your envelope, from 
Room AH375/3, Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride 


G75 BEA or telephone 01355 843428 (answerphone) or e-mail: hrod3d1 @dfid.gov.uk 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the reduction 
of poverty. DFID is committed to the 
internationally agreed target of halving the 
proportion of people living in extreme 
poverty by 2015. 


DFID works in partnership with 


governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 
but we alse work in middle income 
countries, and in Central and Eastern 


http://www.dfid.gov.ak 


Europe. 

DFID is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community. We would 
particularly welcome applications from, 
women, people from an ethnic minority 
background and people with a disability. 
Selection is on merit. 
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@ The United Nations 
z 


University 


United Nations University (UNU) 


UNU contributes, through research and capacity building, to efforts to 
resolve the pressing global problems that are the concern of the United 
Nations, its member states and their peoples. UNU’s key goals are: to 
be an international community of scholars; to form a bridge between 
the United Nations and the international academic community; to 
serve as a think-tank for the United Nations system and to contribute 
to capacity building, particularly in developing countries. 


We are now seeking to fill two key administrative management 
appointments within the organisation. Reporting to the Director of the 
respective Institute you will be responsible for policy advice and 
implementation of new initiatives to assist the achievement of 
organisational goals. Operationally you will be responsible for the 
effective management of all administrative, financial and human resources 
planning and programme related matters as they affect the Institute. 


In addition to the specific criteria indicated below, both posts require 
knowledge of UN Rules & Regulations and fluency in English, 
ideally supported by another UN official language. You will have 
gained experience in an international or academic organisation and 
you will have managed multi-national teams. Both appointments will 
initially be for two years, with possibility of renewal. 


_ Chief, Administrative and 
` Programme Services 
g UNU/World Institute for Development 
| Economics Research (WIDER), Helsinki, Finland 
Circa US$55K - 59K net + benefits 


You will have: an advanced. university, degree in business or public 
administration; ten years of progressively: responsible experience in 
the field of financial, personnel and  programme/project 
management; excellent organizational, supervisory and planning 
abilities; and sound IT management skills. Experience in the 
administrative aspects of research management and working 
experience in an academic environment is highly desirable. Refer to 
, www wider.und.edu for further information. 

Send applications to: WIDER2001/03, Director, UNU/WIDER, 


Katajanokanlaituri 6 B, 00160 Helsinki, Finland. 
Fax: +358-9-615 99333. Closing date: 3 April 2001. 


Administrative and Programme 
Services Officer 
UNU/Institute for Software Technology 
(HST), Macau, China 
Circa US$52K ~ 55K net + benefits 


You will have: a university degree in an appropriate discipline; a 
minimum of five years experience in the field of financial, personnel 
and programme/project management; excellent organizational, 
supervisory and planning abilities; and sound computer skills. Refer 
to wwwiist.unu.edu for farther information. 


Send applications to: 1IST2001/01, Director, UNU/UST, 
P.O. Box 3058, Macau. Fax: +853 712 940 or email: 
sec@iist.unu.cds. 

Closing date: 1 June 2001. 


The UNU particularly encourages applications from suitably 
qualified women candidates. 





















Institute 
of Social Studies 


The Hague, The Netherlands 





The ISS is-an international centre for 
higher education and research in 

, development studies. Postgraduate 
teaching programmes conducted in 
English are offered at the Diploma, MA 
and PhD levels. 





f Social Studies is looking for 


cturers\Senior Lecturers 
jë field of Rural Development, 
ronment and Population Studies 















ments will initially be for two years, to commence 
possible. One position is tenure track. 


ff Group on Rural Development, Environment and Population 
ies is engaged in teaching, research and advisory work on 
ts-oriented approaches to rural and human development in less 
developed countries and transitional economies. It focuses on the 
management of rural resources and resource conflicts, poverty, social 
provisioning and population studies. The Group teaches in all these 
areas at Diploma, MA and PhD levels and plans to expand its activities 
in research and consultancy. 





















Tasks and responsibilities: 

* Teaching, research and project/consultancy activities in the above 
fields; 

> Management tasks and responsibilities at programme level; 

* Developing externally fundable project activities; and 

* Contributions to project work abroad. 


Requirements; 

+ A completed PhD in the social sciences; 

+ A strong publications record of interdisciplinary research; 

* Specialisation on developing and/or transitional countries; and 
© Ability to work in a multidisciplinary team. 


We are looking for candidates whose competence cuts across our 
various teaching and research interests. We are particularly concerned 
to strengthen our capacity in social policy. Skills in quantitative analysis 
could be an advantage for one of the posts. 


Employment conditions are comparable to those at Dutch universities. 
The salary will be dependent on qualifications in accordance with the 

salary scales for academic staff at Dutch Universities, with a maximum 
of NLG 8,044 (Lecturer) or NLG 9,150 (Senior Lecturer) gross, 
per month, plus a holiday allowance of 8%. 














Applications, accompanied by a curriculum vitae ané s of three 
referees should reach the ISS before 15 May 200 
Prof, LB. Opschoor, Rector, Institute of Social Stu : 
2502 LT The Hague, The Netherlands. Women añ candi 
developing countries are encouraged to apply. S t 
will be requested to supply samples of published 
stage their referees will be contactes 


Information concerning the Institute and its ac as well as further 
details of these posts can be found on the ISS web page (www.iss.nl). 
Information can also be obtained from the Chair of the Selection 

[ Committee, Dr David Dunham (dunbam@iss.ni). 
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ASSISTANT ECONOMIST 


The Office of the Rail Regulator (ORR) is an independent public sector body with a range of statutory powers, including 
issuing and enforcement of licences, approval. of key industry contracts, and competition law powers. It uses. these to 
regulate Railtrack's stewardship of the national rail network, investment in the industry and other key aspects of rail 
service provision. Our aim is to use our powers to create a better railway for passengers and freight customers, and to 
facilitate growth in the industry. 


OFFICE of the The Directorate of Economics & Finance takes the lead role within the Office in reviewing Railtrack's access charges and 
RAIL REGULATOR provides economic and financial advice on all other areas of the Office’s work. This includes charges relating to track, 
station and depot access for freight and passenger operations, as well as issues under the Competition Act 1998, 


The successful candidate will be expected to contribute to many of the team's activities and will have broad responsibility 
for analysing charges relating to Railtrack's track access agreements and assisting with financial analysis, 


To be successful you will need to have a degree in economics or a related discipline with a good understanding of 
microeconomics in particular. The chosen candidate should also have good communication skills and a flexible approach: 
an interest in regulatory economics is also desirable. 


This is an excellent opportunity to gain experience in a high-profile sector and contribute to an innovative regulatory 
agenda within a small but dynamic team. The ORR is keen to fill this position immediately, although applications from 
final year undergraduates will also be considered with a view to taking up the post after graduation. 


This appointment is permanent and will be based in London EC1. Starting salary will be between €20,744-£27,903 
but more may be available for an exceptional candidate. Other benefits include 27 days’ annual leave (rising to 30 after 
3 years’ service), an interest free season ticket loan, flexible working hours and a generous pension. 


For further details‘and an application pack please telephone 020 7282.2051 (24 hour answerphone) or e-mail: 
hrrecruitment@orr.gsi.gov.uk quoting reference 17/01. Applications must be received by 9am on 17th April 2001. 
Interviews will be held on 24th and 25th April. 


The ORR is committed to equal opportunities. We welcome applications from candidates regardless of gender, ethnicity, 


CAPITA RAS 


disability, sexual orientation, religious belief, or any other irrelevant factor. 


TENDERS 
SRAEL ELECTRIC 
PIO Ee 


World Faiths Development Dialogue (WFDD) 


Country Programme Director 


Set up at the initiative of George Carey, Archbishop of Canterbury 


i y 4 ¥ € ji N ?, t 
and James D. Wolfensohn, President of the World Bank, the WFDD is Request F or Information for a Pow er Netw ork : 
an independent institution which aims to facilitate dialogue on poverty i Design & Management information system 


and development between the world’s religions and the international 
development agencies, Its mission is to reduce poverty, enhance the 


quality and impact of development projects and programs by Israel Electric Corporation has published a Request For 
catalysing the coordinated engagement of the world’s faiths in the 


development process, Information for a Power Network Design & Management 
We are seeking a country programme director, who, reporting to information system. 

WFDD's Executive Director, will set priorities and frameworks for . : 

WEDD initiatives in various countries, provide a primary point of The last date to respond 18 April 30th, 2001. 

contact for inter-faith forums addressing development issues, oversee 

WFDD-supported program implementation, and oversee evaluations. The RFI documents (in Word97 format) may be obtained by 


You will have senior executive experience in a major development : ; Va; 
NGO (or equivalent), extensive field experience in the “South,” and sending an e-mail message to: Yair Baron 


finely tuned staff management, planning and communication skills. . ‘ ; 
You will be sensitive to different cultures and faiths and be willing to Department of Technical Information Systems, Information 


travel extensively, Systems and Telecommunications Division. 


Initial posting would be in central London. Internationally 5 7 y 
compëtitive salary, commensurate with qualifications and experience, email: sac90@iec.co.il 


Please send CV with covering letter, elaborating your experience a on 
and interest, to: WFDD, 33-35 Stockmore Street, Oxford OX4 UT Tel. +972 3 5604478 Fax. +972 3 5662384 


Brat wfdd@ btinternet.com The tender can ahe e viewed at the IEC’s website: 
Web Site: www.widd.org.uk WWW.ISRAEL-ELECTRIC.CO.IL 


Closing Date: 7 May, 2001 
we vb mrw Oy Pinn 
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TIONALLY? 


Executive $75K-500K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Fax: _ Email: 











USA/Canada +1202 4781698 epamerica@icareerpath.co.uk 
Europe +44 20 75048280 cpeurope@careerpath.co.uk 


Asia / M. East / Aus +66 2 2674688 cpasia@bkk loxinfo.co.th 





ENVIRONMENTAL ECONOMIST 
Up to £27,500 


The Office of Water Services (Ofwat) is the economic 
regulator of the privatised water and sewerage companies in 
England and Wales. A central government department, it’s our role 
to ensure that companies offer a good quality, efficient service at a 
fair price - without neglecting their environmental responsibilities. 

We are looking for an Environmental Economist to work in 
our Costs and Performance Division. Working as part of the 
Quality Enhancement Team, you will develop and implement 
Ofwat policy surrounding the Water Framework Directive, and 
other environmental improvements. You will be involved in 
developing the methodology for cost benefit analysis, working 
alongside other organisations to deliver the best value for money 
both for the environment and the customer. Your analysis may 
involve assessing the cost-effectiveness of work proposed to 
improve the quality of rivers, or alleviating the environmental 
impact of abstractions for public water supply. 

You must have a good degree in Environmental Economics or 
a related subject, with at least two to three years’ relevant 
experience, Experience in the application of environmental 
valuation and/or cost benefit analysis is desirable. You will have 
strong numerical, analytical and communication skills, as well as 
the ability to express complex ideas simply and logically, You will 
be a highly motivated team player, flexible and willing to take 
responsibility. 

Ofwat offers a good range of benefits including a non- 
contributory pension scheme, annual holidays of 25 days plus 10,5 
public and privilege days. Relocation assistatice may be given 
where appropriate. 

For an application pack and further details, please telephone 
0121 625 1471 (24 hour answerphone), or e-mail 
recruitment@ofwat.gsi.gov.uk or write to Miss M Hammond, 
Office of Water Services, Centre City Tower, 7 Hill Street, 
Birmingham BS 4UA, quoting reference 0421. 

Closing date: 6 April 2001 


Central Birmingham 























Please note CVs will not be accepted without a completed 
application form. 

We are an equal opportunities employer and welcome 
applications from all suitably qualified individuals. For the well 
being and comfort of our staff, all of our offices operate a no- 
smoking policy. 


www,.ofwat.gou.uR 





QO 


INVESTOR IN PROPLE 
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USAID SENIOR REGIONAL 


DEMOCRACY & CONFLICT ADVISOR 
NAIROBI, KENYA 





heen The US Agency for International Development (USAID) seeks a Senior 

wT Ld Regional Democracy and Conflict Advisor (GS-14) to serve on the 
Demo and Governance/Conflict team located in USAID's Regional 

Economic Development Services Office for East and Southern Africa (REDSO/ESA), Subject 
to funds availability, contract will be for two years, with an option to extend up to a total of 3 
years. Position requires frequent travel in the Greater Horn of Africa and Great Lakes regions, 


DUTIES within the region include: 


* preparing analyses, reports and other documentation, supervising studies, and 





















participating in developing strategies and activities for conflict prevention, mitigation 
and response (CPMR): 
x identifyi 





p designing, managing, monitoring and evaluating DG and conflict-related 















activities and programs; 






. advising U.S. Ambassadors, senior U.S, Mission officials, and staff in USAID bilateral 


offices in the region on CPMR pre 





es, problems and issues, including CPMR 





linkages with cross-sectoral topics such as food security and HIV/AIDS: and, 





° Haising with and consulting USAID regional partners and donors, 















REQUIREMENTS: U.S. citizenship, advanced degree in Political Science, Public Policy, 
Law, or other field related to DG and/or CPMR; must be a recognized professional with a 
proven track record in DG and/or CPMR; five years relevant experience. with specific 
experience in analysis and strategic. phinning as well as program and activity implementation, 
prior experience in Africa gly preferred, fMuency in English; knowledge of USAID 
procedures and French preferred; proven ability to communicate quickly, clearly, and 
concisely, both orally and in writing, inchuding technical reports; demonstrated ability to 
produce professional-quality analytical pieces, Must be able to make oral presentations 
logically and persuasively to senior government officials, donors, and civil society, proficient 
with computer word-processing programs. Closing date Friday April 6°, 2001, Net annual 
salary range: $67,765 ~ $88,096. For complete job description, requirements and 
application procedures visit the USAID's Office of Procurement web site an 
hup://vww.usaid.gov/procurement bus opp/procurement! or contact no hiter than Friday, 
April 6th, 2001; Elizabeth W. Githinju, Procurement Assistance, ggithini@usald.goy or 
Natalie J, Thanberg, Regional Contracting Officer, nthunberg@iusaid.goy at FAX No, 
O11-254-2-860562/860949 Reference Vacancy Announcement No.: 623-014-007, 















































vu 

Cae, University of St.Gallen 
We are currently seeking applications for the position of 
Executive Director 


of the. Master of international Management (MIM) Program at 


the University of St. Gallen to begin as soon as possible, 
























The Master of International Management Program is a two- 
year, progran tiught in English which recruits students inter- 
nationally. We are an attractive program of 30-40 students with 
an average GMAT score of over 650 points. Tasks involve 
with the position are direct student contact, teaching and mar- 
keting activities, public relations work, and the management of 
existing & acqu 
the Executive Director will have the possibility to pursue post- 





tión of new corporate sponsors. In addition, 


doctoral research, Primary requirements are a PhD in Business 
Administration or Economies, fluency in English as well as 





strong German language skills, Additional qualities de 
previous experience with developing and administering acade- 
mic programs, personal leadership skills, a co-ownership men- 
tality and intercultural competence. Salary is competitive. 


The University of St. Gallen, just ane hour from Zurich, has a 
strong reputation as a leading business school in the German- 
speaking region of Europe. 








Interested Candidates are kindly requested to forward their 
application to MIM; Executive Director Search, Bodanstrasse 6, 
OH-9000 St. Gallen, Switzerland. Questions regarding applica- 

tions can be sent to rob.straw@unisg.ch. Please visit our websi- 
te www. miimunisg.ch 


















Department for 
International 
Development 


DFID 


The Department for International Development is seeking to 
recruit Rural Livelihoods Advisers. The Advisers will work in 
dynamic, multidisciplinary teams which put people at the 
centre of development and are committed to reducing 
poverty in developing countries, with particular reference to 
the rural poor dependent on natural resources for their 
livelihoods. 


Advisers are based in DFID’s offices in Central London or 
overseas. You must be willing to serve where posted, usually 
on three year assignments. Extensive travel of some ninety 
days a year from base is the norm. 


As a Rural Livelihoods Adviser, you will advise DFID on the 
analysis, formulation and implementation of policies, 
strategies and institutional arrangements for improving the 
livelihoods of poor people dependent on agriculture and 
natural resources. You will manage and participate in the 
identification, appraisal and review of rural poverty 
reduction programmes and learn lessons which improve their 
effectiveness. You will manage people, financial resources; 
ideas, knowledge and the process of change. You will help to 
develop and sustain the growing programme of collaboration 
between DFID, developing country governments, other 
bilateral and multilateral agencies, the private sector and civil 
society to achieve beneficial outcomes for poor people. Rural 
Livelihoods Advisers interact with international and national 
knowledge institutions and consultancy groups to provide 
DFID with high quality advice on rural development 
technologies, policies and training. 

QUALIFICATIONS AND EXPERIENCE 

You must have relevant post-graduate (or equivalent) 


qualifications reflecting knowledge of appropriate natural 
and/or social sciences. You will have at least five year’s 













Fulfilling Britain’s commitment to 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the reduction 
of poverty. DFID is committed to the 
internationally agreed target of halving the 
proportion of people living in extreme 
poverty by 2015. 


DFID works in partnership with 


DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If you're a 
global senior executive, over 40 years old and accustomed to a $100K+ 
annual salary, we can be the answer to your next jump on the ladder of 
success, Resume Broadcast International assists you in your professional 
search with the personal contact necessary for success from start to 
finish 24 hours a day, 365 days a year. Opportunity is only a phone call 
away at Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 
102224.3306 @compuserve.com 


ad Resume Broadcast International 
P.O. Box 6930, San Diego, California 92166, USA. 
Tal: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @ compuserve.com 
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RURAL LIVELIHOODS ADVISERS 


governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission, Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 
but we also work in middle income 
countries, and in Central and Eastern 








HOME CIVIL SERVICE 





















experience of working in developing countries and be able 
to demonstrate how you have contributed to positive 
outcomes in terms of rural poverty reduction and natural 
resources management. ` 


You must be a good manager of people and possess 
leadership qualities. A teamplayer with well-developed 
political awareness, you must be an excellent communicator, 
tactful and able to influence others. The ability to 
complement professional knowledge and experience with a 
broad understanding of the economic, environmental, 
institutional and social issues underpinning rural poverty 
reduction programmes is essential. You must be flexible and 
able to learn from, manage and adapt to change. 


TERMS OF APPOINTMENT 


The appointments are on Home Civil Service permanent and 
pensionable terms, subject to satisfactory completion of a 
probationary period. Salary will be in the range of £33,882 - 
£44,000 (A2), commensurate with experience and 
qualifications and is UK taxable. Additional allowances may 
be payable if posted overseas, together with fare paid UK 
leave every twelve months. 


Permanent employees would be expected to be able to give 
several years service before the normal Civil Service 
retirement age of 60. Subject to this, applications are 
welcome from people of all ages. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in 
the United Kingdom or those granted refugee status as 
defined by the 1951 UN Convention on Refugees. 


Closing date: Friday 13 April 2001. 





Application forms can be obtained, quoting reference AH375/5/AH/TE clearly on your envelope, from 
Room AH375/5 Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride 
G75 8EA or telephone 01355 843597 (answerphone) or e-mail: Group5B1 @dfid.gov.uk 


http://www.dfid.gov.uk 


Europe. 

DFID is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community. We would 
particularly welcome applications from, 
women, people from an ethnic minority 
background and people with a disability. 
Selection is on merit. 


TO ADVERTISE WITHIN THE CLASSIFIED 
SECTION, CONTACT: 


Will Wilkinson, 
London 
Tel: (44-20) 7830 7000 Fax: (44-20) 7830 7111 
willwilkinson @economist.com 


Stephen Welch, 
New York 


Tel: (1-212) 541 5730 Fax: (1-212) 247 1325 
stephenwelch@ economist.com 
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Fachhochschule Potsdam 


Klaus-Krone-Endowment Chair 


Professor of Business Management 
with special reference to the establishment of innovative 
small and medium-sized Companies 


at the Fachhochschule Potsdam - University of Applied Sciences will 
become vacant from the summer of 2001 for a fixed term of five years. 


The University of Applied Sciences, Potsdam, together with the 
University of Potsdam, is preparing the establishment of the 
“BRANDENBURG INSTITUTE FOR THE ESTABLISHMENT OF SMALL 
AND MEDIUM-SIZED COMPANIES”. The successful candidate will 
share responsibility for the running of this institute. The Institute will 
also provide services for other Universities in the State of Brandenburg 
and will be financed through the acquisition of funds from independent 
sources. 


You will specifically offer broad-based practical courses for students 
and alumni of different courses of study in connection with the 
starting up of companies and related innovative /imaginative services. 
Tutoring and professional development of company founders and 
the establishing and cultivation of mutual cooperation with partners 
in industry as well as the use of research and exchanging information 
in the fields of the setting up of small and medium sized companies 
will form part of your responsibilities. 


You will have an appropriate university degree, preferably a doctorate, 
have gained professional experience in the field of company start- 
up, as well as good teaching skills and the ability to communicate 
and mediate at faculty and university level to promote the concept 
of entrepreneurship. Very good command of German and English 
is preferred. While it will be possible to teach some courses in English, 
working knowledge of German is required. 


Salary will be on Scale C3 (range DM 95.000 - DM 120.000 depen- 
ding on experience and personal status). Fachhochschule Potsdam 
- University of Applied Sciences is an equal opportunity employer. 


Further information is available from the Pro-Rector for Research 
and Development, Professor Dagmar Jank, tel. (+49) (0) 331/580 
-1020 or -1002, or by email (jank@fh-potsdam.de). 


Your application, together with a CV and a summary of your 
professional career including a list of teaching posts (experience) 
and publications should be submitted no later than within 
3 weeks of the appearance of this advertisement to the 


Professor Helene Kleine, Rector, Fachhochschule Potsdam 
Postfach 60 06 08, 14406 Potsdam, Germany 


Archive, Library and Documentation Studies 
Product and Communications Design 
Architecture and Urban Development 

Culture Management 

Restoration 

Social Work and Social Pedagogics 
European Media Science 

i Civil Engineering 
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UNIVERSITY OF 


=> BATH 


SCHOOL OF MANAGEMENT 





Appointments in 
Business Economics, 
Finance/Accounting, Strategy 


The School of Management is one of only seven UK business 
schools which hold top Funding Council (HEFCE) ratings for 
both teaching CExcellent) and research (RAE Grade 5). The 
School has developed a strong reputation both nationally and 
internationally, in April 2000, for the fourth year running, the 
Times ranked us in the top five UK business schools. 





















Applications are invited from candidates with teaching and 
research interests in the above fields. The level of appointment 
will depend upon qualifications and experience. 


The University of Bath is a research-led institution with close 
links with industry and commerce. Its rating in the RAE placed it 
just behind Oxford, Cambridge and parts of London University. 
The beautiful and convenient location of the World Heritage City 
of Bath offers superb facilities and quality of life. 


Internet address for full information about the School: 
http://www.bath.ac.uk/management 


Application form and further particulars are available from 
Peter J Hill, Director of Personnel, University of Bath, Claverton 
Down, Bath BA2 7AY, tel. (01225) 826873; fax (01225) 826559, 
p.j-hil@bath.ac.uk, or ‘phone the 24-hour answerphone service 
on (01225) 826924 quoting reference 01/107. 


Closing date for applications: 20th April 2001. 
An Equal Opportunities Employer 

















Since 1987 The Sovereign Group have been 
assisting individuals and companies to achieve 


SOVEREIGN 
savings in tax. We provide a full range of onshore a 5 


and offshore services designed to save tax for VISIT OUR WEBSITE: 
;? 3 SoversignGroup.com 
you and/or your company. Calf us and we will 
be pleased to show you how our services 
can save you money and maximise the 


value of your assets. 


UNITED KINGDOM: 
Simon Denton 


474 2468 
4 
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ANADA... 


ust one click away 


IMMIGRATE TO CANADA 
“We Can Help” 


25 Yours Experience in irunigeation Matters 
The ta io of Somjen & Peterson 
http://www.semjen.conm 


Suite 810, 12 
Torano, Ontario, Cas 
Tel: (416)922 8083 
“We Can Hel 


24 hoars per day 7 da 
Abrams & Krochak 
Canadian lmmigration Lawyers 
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BANK FOR INTERNATIONAL SETTLEMENTS 


The Bank for International Settlements is an international financial Organisation that promotes: central bank cooperation and 
provides banking services to central banks and international organisations. Based in Basel, Switzerland, with a representative 
office for Asia and the Pacific in Hong Kong, the BIS has around 500 staff from some 40 countries. ; : 


i ahaa E ee eae ee 
Economist/Senior Economist 
Permanent position 


The successful candidate will join the Secretariat of the Committee on the Global Financial System (CGFS) in the Monetary 
and Economic Department 


Meema 


Job description 
* Monitor developments bearing on the stability and 
functioning of financial markets. 


* Identify issues of policy interest for research in the above area 
and carry out research under the direction of the line manager. 


* Organise and support various meetings and working 
parties, principally of the Committee of the Global Financial 
System and the Gold and Forex Committee. 


e Represent the BIS in meetings and seminars hosted by 
central banks and other organisations and develop contacts 
in central banks, academic and financial market circles. 


The BIS offers attractive conditions of employment in an 
international environment and excellent welfare benefits. 
Information on the BIS, including research papers and other 
publications, is available on the BIS web site (www.bis.org). 


Job requirements 

* PhD in economics or finance from a university of 
international standing or equivalent professional 
experience over several years. Experience in financial 
economies desirable. 


° Experience of applying economic analysis to concrete 
problems. Experience with official committees (e.g. in a 
central bank or international organisation). Employment in 
a central bank or financial institution and market 
experience. Flexibility in applying economic analysis to 
unfamiliar issues. Ability to work independently as well as 
in small teams. Ability to adjust to variable requests at 
short notice and to work to tight deadlines. 


* Excellent drafting in English on technical questions for 
non-technical readers. Good communication and 
presentational skills desirable. 


Candidates should send their application and detailed 
curriculum vitæ to Human Resources, Bank for 
international Settlements, CH-4002 Basel, Switzerland, 
quoting reference 01-750. Please note that applications 
received after 15 April 2001 cannot be considered. 





COURSES 














International 
Symposium of 
Economics of 
e-Commerce and 
Networking Decisions 


This Symposium will be held 
-at Melbourne, Australia on 6-7 
July 2001. Paul Milgrom, will 

give the keynote speech. 


interested parties should contact: 
Email: helen.mclean@adm. 
monash.edu.au 

Tel: +61 3 9905 1345, 

Fax: +61 3 9905 1343. 

Updated information about this 
symposium can be found from 
http:/Avww.inframarginal.com 


MONASH UNIVERSITY 52, Montbrillant, CH-1211 GENEVA 2 


Tel. +441 22/734 15 40, Fax 734 12 20 
www.revac.net 
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Teaching French to adults for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 /: hrs a day with 2 meals. 8 levels : Beg. I to Adv. II 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 4-week course starts April 2, May 7 and all year 
06230 Villefranche/Mer EC24, France. Tel.: (33) 493 O1 88 44 Fax: (33) 493 76 92 17 
www.institutdefrancais.com 


INTERNATIONAL PROPERTY 


| In the heart of the Cape Wineland 
fi magnificent 


| 7 bedrooms, pool, wine cellar etc. if 
i Easy Access, $270,000 | 
il Tel: +27-21-8832388 fax 8832390 

ih ¢-mail:remaxoak@mweb.co.za 





TRAVEL 
#*LONDON'A 


| Quality serviced apartments offering best value a 
for money. Our apartments’ offer great savings 
y: 
compared to hotels. Fully serviced, private. E 
a bathroom, kitchen, TV! telephone, centrat 
heating, elevator. 
a Centrally located in Kensington area, a 


@ Tourist Board Approved W 
Ashburn Garden Apartments 
a 3 Ashburn Gardens 
a South Kensington, London SW7 40G, UK a 
www.ashburngardens.co.uk 
Ml. info@ashbumgardens.co.uk W 


\ Tel: +444 207/370 2663 








Fax: +444 207 370 6743 
BE RE SEE 
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PERSONAL 


DELAWARE (USA) 
CORPORATIONS 
sh PAIS. 


Specialists in satting up soware Corporations. Generi, Airc 
Bont & Shelf Corporations. Cal or write for our FREE KIT! 





secure residence 


We provide confidential 
3 quality service for 
bid... autem rato. 
a esate at 


302-477-9800 © 800-921-108? 
Emel: conphdeheg. con © 


DE USA 19810 
30247-9811 
internet: bttp://debeg. com 
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Fulfilling Britain’s commitment to) 
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SCHOLARSHIPS FOR FOREIGN STUDENTS 


Study in Carada and USA. All fields and levels 
of education, Student Visas for Canada and USA. 


Ref ES, 1255 Laird Blvd, Suite 368, 


Emak LSimecoe@simcoevisa.ccom 








Department for 
International 
Development 


DFID 


To support the Roll Back Malaria partnership in Nigeria, we are 
piloting the more widespread use of insecticide treated nets 
(ITNs) - particularly in Benue, Jigawa and Ekiti. The project will 
last for 18 months. 


Seconded to UNICEF, you will monitor and evaluate the 
promotion programme - in particular the use of ITNs and 
redipping. In turn, your work will help form the basis of an 
emerging national strategy - allowing the most effective use of 
public and donor funds to control malaria. 


There are separate studies focusing on the best strategy for 
achieving market segregation and access for poor people. In 
turn you will acquire and maintain baseline data and survey 
ITN usage. We are also looking to examine factors which 
influence the market for ITNs - including manufacturing, 
distribution and retail. However, your role includes 
implementation as well, enhancing the Government's ability to 
control quality of insecticides, ensuring an efficient registration 
system and sharing knowledge on ITN usage. 


QUALIFICATIONS AND EXPERIENCE 


With a degree in Social Sciences or Business Administration, 
you'll have sound experience of data management. Bringing 


Application forms can be obtained, quoting reference AH375/4D/CO/TE clearly on your envelope, from 
Room AH375/4D, Department for International Development, Abercrombie House, Eaglesham Road, 
East Kilbride G75 8EA or telephone 01355 843352 (answerphone) or e-mail: hrod4d1@dfid.gov.uk 


http://www.dfid.gov.uk 


The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the reduction 
of poverty, DFID is committed to the 
internationally agreed target of halving the 
proportion of people living in extreme 
poverty by 2015. 

DFID works in partnership with 


Experienced Lawyer, 
Leonard Simcoe, 


Mount Royal, 


Quebec, Canada, H3P 271. 
Fax: 514-739-0795 





HANDWRITING ANALYSIS x 


Questioned document examination 
and aptitude/character assessment 
for recruitment puposes. 


r — 
«Ki IMPORT/EXPORT AGENCY I 





No Capital or Exp. req. No Risk. Work from 
Home, PartFull time. Free Advisory Service, 
Est. 1946. Clients in 120 countries. PUBLISH YOUR WORK 
Send for Free Booklet. ALL SUBJECTS CONSIDERED 
WADE WORLD TRADE WAITE OR SEND YOUR MANUSCRIPT TO: 


Dept 2024 50 Burnhill Road 
Beckenham Kent BR3 3LA UK 
Tel: +44 (0) 20 8650 0180 (24hrs) 


httovAvww,wadetrade.com 
a a ae an a ot a 


NEED FINANCING? 
Exclusive & traditional loans 
for all qualified requests. 
FOR DETAILS: 


See: www.emailloans.net 


Phillippa Lavell Fae 
9 Village Close, London NW3 SAH 
Tel:+44 020 7794 6060 Fax:+44 020 7431 4699 
E.mail: scribe@netcomuk.co.uk 
www. handwriting-expert.com 





START YOUR OWN mı! 


NEW AUTHORS 







MINERVA PRESS 
315-317 REGENT ST 
LONDON W1B 2HS. UK 


Fax: +44 (0) 20 8663 3212 4 
www.minerva-press.co.uk 
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MALARIA EVALUATION OFFICER 


governments, international and national 
non-governmental organis 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 
but we also work in middle income 
countries, and in Central and Eastern 



















at least three years’ experience ideally of private sector 
marketing and market research, you'll have data 
management, analysis and interpretation skills. PC skills are 
vital, and it would be useful if you bring a background in 
public health issues. 


Clearly, you'll be prepared to travel extensively throughout 
the pilot areas. 


TERMS OF APPOINTMENT 


The appointment is for an 18 month fixed term period and is 
subject to a probationary period of 6 months. Salary will be 
commensurate with experience and qualifications, is UK 
taxable and will include an element in lieu of employer’s 
share of superannuation, Additional allowances may be 
payable. 

Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in 
the United Kingdom or those granted refugee status as 
defined by the 1951 UN Convention on Refugees. 


Closing date: 17 April 2001. 
















Europe. 

DFID is committed to a policy of equal 
opportunities and encourages applications 
from ail parts of the communit e would 
particularly welcome applications from, 
women, people from an ethnic minority 
background and people with a disability. 
Selection is on merit. 


ions, the 


ANNOUNCEMENTS 


IMPORTANT 
NOTICE 


Did you lose money through 
Delta OptionsLimited/Delta Consultants Inc 
Strangles 
for more information contact us at 
www.olsensgroup.com/deltaoptions.htm 
Issued by the Jersey Financial Services Commission 











feos nin TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 
Nathalie Henault 
Paris 
Tel: (33-1) 5393 6604 
Fax: (33-1) 4289 1052 
Email: nathaliehenault @ economist.cam 







Mona Von Rahden 
Frankfurt 
Tet: (4969) 975 87212 
Fax: (4969) 975 87221 
Email: monavonrahden @sconomist.com 














Request for Proposal for a 


For the e-Government Initiative 





The Government of Malta is determined to build on its 
existing Information and Communication Technology assets 
to establish a leading information society and economy in 
the Maltese Islands. In this regard it has established a clear 
vision and strategy for attaining e-Government in Malta. 


In view of this the Government of Malta publicly announces 
its intention to seek a Strategic Partnership for a period of 
not less than seven (7) years for the design, development, 
implementation and potential operation of the e-Government 
initiative. 


Interested and capable parties are to forward submissions 
in accordance with the provisions set out in the Request for 
Proposal document. A copy of which can be downloaded 
from the following website: 


http://cimu.magnet.mt 


Submissions are to be forwarded by not later than 1000hrs, 
Malta time, on Thursday ga” May 2001 to: 

The Chief Information Management Officer 

Central Information Management Unit 

c/o Ministry for Justice and Local Government 

Auberge de Castille 

Valletta CMR 02 

Malta 


e-mail: ci mu@magnet.mt 
Telephone Number: (+356) 220634 
Fax Number: (+356) 224902 
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e OWNED BY LAWYERS AND ACCOUNTANTS @ CONFIDENTIALITY GUARANTEED @ BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


tor OFFSHORE & UK COMPANIES @ the best prices contact us today 


For immediate, friendly advice, please contact: 

















LONDON: 
-100 Sydney St., Chelsea, e ema ; 
» 100 Syo n tals LONDON: Janson Lotery B.Sc (Hons) DUBLIN: Peter Murphy B.Comm (Hans) 


























i DUBLIN: Tel:-+44 (8) 20 7352 2274 Tek: +353 (Ø) 1662 1388 
www.scfgroup.com/ec. 27-29 Lower Pembroke St, __ Fa -+44 (B) 20 7795 0016 Fax +353 (@) 1 662 1554 
Dublin 2, lretand E-mail: Jansonépsctyroup.com E-mail: prurphy@sctintllolie 





OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, RSURANCE COMPANIES 


Ship & Yacht Regi io plie ` 3 iblic” in the US 
Fully-C L f ys 
innova 


http:/Awww.global-money.com, hitp:/Awww.flagsofconvenience.com 
gmc @ global-money.com Faxes: +1-416-3525168, +3120-5241407 
GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 
Established in 1985 


OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate administration 8 T 
* Trade services (L/C, shipping) TAX-FRE 
* Banking/Accounting services Co EA id ide 
* China business development services OMpAMles woria-wide 
Contact Stella Ho for immediate services Formation and admini 




















EMIGRATE TO AMERICA | Tive and Workin the USA, 


Immigration through employment or business. 
Nurses, Teachers & IT. jobs waiting! 
Complete visa processing. 100% guarantee, 
OOF 561 740 9061 MACS USA Ine. 
639 E Ocean Ave, Ste 402, Florida 33448 
















RWH Intemational inc. specializes in finding 
employment & business opportunities for 
individuals with professional & managerial 
backgrounds, We represent the individual not 
the employer, 



















www. omigrateroameriva.com www.US} oboffer.com & company brochure companies, opening of bank a 
com i NACS LTD ann ad 
Room 1108, Albion Plaza, 2-6 Granville 
Road, 1.5.7. Kowloon, Hong Kong LONDON 


E-rnailsnacs@nacs,com. hk i 
Tel: (852) 2724 1223 LAVECO Ltd. 


Fax: (852) 2722 4373 Tete +44-207-556 its 


HUNGARY 
Tel: +36-1-247-96-8 1 


ROMANIA 
Tel: +4092. 326-329 
Fax: +40-{-313-7 177 


YPR 
< 43557-4-636-9 19 
x 4397 AB 36920 


Website: www.layeco.co 
f E E A A A 


FOR OUR 110 PAGE- COLOUR 
CW Forster (Director) 


BANKING SEMINAR 


a Encoded accounts for clients 
s International cards for physical and legal persons 
a Correspondent account for offshore banks 


————————— 


Panama, Europe, 2001 
More info and reservations at: 
http: //www.offshore-seminar.com 
hosted by Midland Services Inc. 


isle of Man, img 
TEL: +44 1624 8 
FAX: +44 1624 877 ee 
Email economist@ocra.com 


\___www.ocra.com —— 


1509002 94 Certificated « A member of the Estate and General Group established in 1935 
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ECONOMIC INDICATORS _ 








| OUTPUT, DEMAND AND JOBS America’s industrial output fell in February for the ‘fifth 
month running; it finished only 1.2% higher than a year earlier. Growth of industrial produc- 
tion in the euro area slowed to 5.1% in the 12 months to January. The average unemployment 
rate in the Netherlands fell to a record low of 2.4% in the three months to February. 



































% change at annual rate The Economist poll Industrial Retail sales Unemployment 

A GDP GDP forecasts __ Production (volume) me rate 
ha Be 3mthst 1year 2001 2002  3mthst 1year 1 year latest year ago 
Australia -22 +21) 94 +30 +40 -15 +4209 ~ 0.1 Qa 6.9 Feb 6.7 
Austria +12 +19 Q3 +24 +27 na + 2.2 Nov* + 1.1 Nov 3.7 jan 37 
Belgium +49 +31 QA +27 + 28 na + 6.7 Jant + 5.0 Dec 10.6 feb* 11.0 
Britan + 10 +240 +25 +28 -20 +11 an +58 feo 5.2 lant 59 
Canada +26 +4004 +26 +35 + 1.8 + 3.2 Dec + 3.9 Dec 6.9 Feb 68 

+ + + ec 












































Netherlands +51 +31 Q4 + 3a +33 2 os 4 
Spain +29 + 3.7 04 +31 + 3 g na. 13.7 jan 
Sweden +24 +26 4 +31 + na +10.1 Dec + 3.7 Dec 4.2 Feb* 
Switzerland +18 42.5 %4 +22 + +69 +69 Q3 - 2.0 Dec 1,9 Feb* 
United States + 11 + 34 Qa +16 +3 -47 + 1.2 Feb + 2.6 Dec 4.2 Feb 

| Euro area +28 +30 Q4 +25 + 29 + 66 + 5.1 jan + 1.7 Dec 8.8 Jan 9.5 





*Not seasonally adjusted. T Average of latest 3 months compared with average of previous 3 months, at annual rate. +Nov-Jan; claimant count rate 3.4% 
in February. $Dec-Feb. 








PRICES AND WAGES America’sconsumer-price inflation slowed to 3.5% in the year to Febru- 
ary. Its producer prices rose by only 0.1% last month, slowing 12-month inflation to 4.0%. In the 
euro area, consumer-price inflation quickened to 2.6%; in Britain it remained at 2.7%. German 
workers’ pay rose by 2.4% in the year to January, but there was no increase in real terms. 


% change at annual rate The Economist poll 




































































Consumer prices* consumer prices forecast Producer prices* Wages/earnings _ 

N 3 mths? 1 year 2001 2002 3 mths? 1 year on 3mths? tT year 
Australia _ +12 +5804 +39 + 3.0 +10.2 +84 04-33 + 5.0 04 
Austria o na + 2.6 Feb +17 +17 -1.1 + 26 Feb +19 + 
Belgium 7 02 +23 Feb +20 +19 -~ 35 +54 Jan +37 + 
Britain -0.1 + 2.7 Feb ea E a Z115 +16 fb +7 + 
Canada . +07 +29 Feb +24 +22 A24 +3i Ro at 
Denmark 4905 +24 +23 ~ 46 + 34 feb + 
France -05 + 14 tS + 0.5 + 3.6 lan + 
Germany +28 + 2.6 + 3.5 ~ 15 + 37 Feb + 
ttaly +32 + 3.0 + 2.0 +42 + 54 Jan 
Japan 01 + 0.1 Jan - 0.3 +27 + 0.1 Feb 
Netherlands +26 +45 +23 + 36 + 6.8 Jan 
Spain +30 + 3.8 + 27 + 15 + 3:9 Jan + 
Sweden na + 1.6 f ATLE +44 +30 lan 
Switzerland +04 +08 : +13 -02 + 08 Feb 
United States +37 +35 feb +26 + 2.3 +51 +40 feb + 47 + 41 feb 
Euro area + 16 + 2.6 Feb +19 + 18 + 26 + 48 Jan + 12 + 18 a 








*Not seasonally adjusted. Taverage o of latest 3 months compared with average of previous 3 months, at annual rate, 











@ HOUSE BUILDING Housing starts are a 
useful leading indicator of economic activ- 
ity. Recent figures for the world’s four big- 
gest economies reinforce worries about a 
global economic slowdown. In America, 
housing starts have fallen from their peaks 
of the past two years, And in Japan there is 
nosign ofan upturn in residential construc- 
tion; housing starts there continue to stag- 
nate at levels well below those of the early 
19908. In Germany, new orders for residen- 
tial building have plunged in recent 
months. This compounds worries about 
the unexpectedly sharp decline this week 
in German business confidence. In Britain, 
too, housing starts have also fallen consid- 
erably. Because housing starts jump about, 














a four-quarter moving average is used to 
capture underlying trends. 
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EEVEE COMMODITY PRICE INDEX 
Our overall dollar index of com- 
modity prices has drifted down by 4% since 
the start of this year and now rests only 1.6% 
above its five-year low (reached in July 
1999). Worries of slowing demand have 
killed the rally in metal prices; the index has 
dropped by 12% since last September. The 
price of nickel, once the star performer, has | 
fallen by 40% in the past year as demand for 
stainless steel has flagged. Surpluses con- 
tinue to depress food prices—stocks of 
maize, soyabeans and palm oil are still ris- | 
ing, Palm-oil prices are at a 15-year low, and | 
coffee prices have fallen by 35% in 12 
months. Robusta coffee hit a 30-year low 
thanks to Vietnam’s rapidly expanding | 
production. But cocoa prices have soared 
by 45% in three months because of political 
unrest and forecasts for a smaller crop in 
the Côte d'Ivoire. American timber prices | 
have been boosted by hopes of a tax on 
Canadian imports. | 







































































1995=100 % change on 
Mar 13th Mar 20th* one one | 
month year | 

Dollar index  s—“‘i=“‘—™SSSCSC~™sS 
Allitems 70.9 70.1 -= 18 -64 | 
Food 70.5 694 = 19 - 32 | 
Industrials 7 | 

All 71.4 71.0 ~ 16 -~104 
“Niall 657 660 + 2) -116 | 

“Mek 76.252 a? 9A 

Sterling index ee a 
All items 77.0 774 -07 + 33 | 
Food 76.6 767 - 08 + 68 | 
industrials 77.5 784 -05 -10 | 
Euro index = | 
All items 101.7 1021 = ti + 07 | 
food 101 On) = a Ao 
Industrials 102.4 1034 ~ 09 =- 36 | 
Yen index A H | 
All items 906 O14 4+ 42 73 | 
Food 90.5 + 43 110 i 
nasmak 312 a26 + 24 28 l 
Gid SS | 
$ per oz 268.75 260.00 + 11-104 | 
Crude oil North Sea Brent , | 
$ per barrel 25.68 2514 = 6l =~ 27 | 
West Texas Intermediate | 
$ per barrel 27.40 25.73 = 95 =- 77 | 
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FINANCIAL IN DICATORS 


MONEY AND INTEREST RATES Ina widely anticipated move, the Federal Reserve set atar- | @ STOCKMARKET SECTORS Average | 
get of 5% for rates on federal funds. The half-point cut, however, failed to restore market confi- | share prices around the world have fallen 
dence. In Japan, looser monetary policy effectively returned the economy to zero interest rates. | by over 20% since last March. The technol- 

Money supply Interest rates % p.a. ster 21st 2001) | ogy sector performed much worse: electri- 
| cal and electronic companies’ shares 
| dipped by more than 58%, according to 
Morgan Stanley Capital International. But 
aerospace shares rose by 43%; beverage 
and tobacco shares jumped by 35%; and 
Philip Morris, a former stockmarket pa- 
riah, more than doubled in price. 














fa +18 bee 





“Narrow, M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4." "Last week's tates Sources: Commerzbank, Den Danske, J.P. Morgan 
Chase, Royal Bank of Canada, Svenska Handelsbanken, Warburg Dillon Read, WEFA Gp, Westpac, Thomson Financial Datastream Rates cannot be cone 


STOCKMARKETS Stockmarkets continued to fall, led by disappointment at the Federal Re- 
serve’s decision to cut interest rates by only 50 basis points. Tokyo bucked the trend after the 
Bank of Japan finally expanded the money supply; the Nikkei 225 share index climbed 10.6%. 








Market indices ee change OM 
Reece: 2004 one one record Dec 31st 2000 
Mar 21st high low week year high inlocal = in$ 


currency terms | 









Britain (FTSE 100) 6.3345 5,540.7 


Canada (Toronto Composite) 7,665.5 9,348.4 7,6655 















V4.2 = 18.1 

































Denmark (Copenhagen SE) 862.0 1,002.1 8613 i -49 - 94 
France (SBF 250) 3.2334 38202 32334 - 23 193 ~264 -143 -180 
Germany (Xetra DAX) "8,622.1 6,795) $6221 - 30-279 303 -126 -165 
Italy (80) OO 16478 1948A 1,647.8 -245 -140 = 17.8 














Japan (Nikkei 225) 13,1039 14,0324 663 EIEI 

(Topix) 4275.4 1313.0 1,16 ~ “= 79 
Netherlands (EOE) ae 5421 64235 = 187 
Spain (Madrid SE) ~ 850.8 963.9 BBL 2358 -34 = 77 





Sweden (Affarsvariden Gen) 230.75 292. 75 


Switzerland {Swiss Market) 6,9652 8, 1354 Ë 


United States (DHA) 9,487.0 10,9836 
1122.1 


T423 - 168 

















World (Msc)? 1,039.6 1,2492 1,039.6 = 25 26.9 


World bond market (Salomon)? 437.1 447.8 436.7 














*in euro terms. "Morgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms 
Fsalomon Smith Barney World Government Bond index, total return, in dollar terms SRebased 

















TRADE, EXCHANGE RATES AND BUDGETS America’ s current-account deficit widened t to $115.3 billion, a record, for the last quarter of 
2000. Its trade deficit grew to $455.2 billion in the year to January. On March zist, news of slipping business confidence in Germany dragged the 
euro close toa three-month low against the dollar. Two days earlier, the yen made a rapid recovery from a 22-month low against the dollar. 


Trade balance*, $bn Current account Exchange rate Currency units Budget 


latest 12 The Economist poll, 
months latest 12 mths % of GDP, forecast Mar 21st year ago euro ¥100  % of GDP 
2002 





99.4 
107.9 


267r Dee 


ob. 119902100, Bank of England, FOECD estimate. 
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@ TUBERCULOSIS A new report from the 
World Health Organisation (wHo) esti- 
mates that 8.4m people developed tuber- 
culosis in 1999. Zimbabwe, Kenya and other 
countries in sub-Saharan Africa were hit 
hardest because of their high rates of Hiv 
infection. Patients with that disease are pre- 
disposed to contacting Ts and account for 
much of the rise in new cases since 1997. 
Without treatment, 70% of people with TB 
die. But there is a cost-effective therapy— 
DOTS, a supervised regimen that involves 
treatment with two cheap antibiotics for up 
to eight months. The entire populations of 
Cambodia, Kenya, Peru, Tanzania and 
Uganda have access to pots. Thailand and 
Brazil have almost doubled their pors cov- 
erage since 1998, but others, such as Zimba- 
bwe, have fallen behind. The wHo fears 
that the global goal of detecting 70% of peo- 
ple with infectious ts and curing 85% of 
them will not be reached until 2013, eight 
years later than the target set by health min- 
isters in 2000. On March zist, the organisa- 
tion launched a drug-purchase fund—the 
Global rs Drug Facility—to help poor coun- 
tries to buy the medicines they need to fight 
the disease. The wHo hopes to raise $250m 
to provide rs drugs for 10m patients over 
the next five years. 




















ECONOMY South Korea’s cpr fell by 0.4% in the fourth quarter of 2000 after a significant de- 
crease in domestic demand. Year-on-year growth slowed to 4.6%. Consumer prices in South 
Africa rose by 7.8% in the 12 months to February, more than expected. The news dashed hopes 
ofan interest-rate cut in the near future, and the rand tumbled toa record low against the dollar. 


























































































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
“GDP Industrial Consumer Trade Current Latest ‘Year ago 
production prices balance account 
China +10.2 Feb 16 teb? +236 fet +15.7 1999 168.3 Dec 
HongKong +68% -0I ~ 124m ~104 +9403 1143 fe 931 
india + ~ 5603 39.0 feb 
sia tt + + 6.14 Q1 22.6 Dec 
Malaysia + + 9.7 93 29.1 Jan 
Philippines : . + _ + B2Nv 13.1 Gee 
Singapore +105 04 - 9.9 lan + 2.0 Jan + 40 amn 421.8 04 BOI Dee 
South Korea + 4.604 + Olan + 42 feb 412.9 ob 417.5 Jn 95.4 Jan i 
Taiwan a + Aig + 91 feb = Oreb — + 91t +960 110.1 fa 1136 _ 
Thailand 
Argentina ni 
Brazil +44%  +1l.2 jan + 59 Feb a 
Chie 
Colombia + 210 + 50m + Bite 
Mexico He “+ 5.104 +191 + 7.1 fe — — 8.6 lan 
Peru i 
Venezuela » . Í 
Egypt + 65 2000? + 94 2o00f + 23 De 10.4 o - 0.8 a4 13.1 Noy 15.0 
Israel + 3.008 +t 23 Dm + OB Rb = 7lrb -07g 234 fe 221 
frica + 3. i a = 05 a4 61 an 64 
Turkey + 7.4 ; + 33.4 Feb ~ 98 Dec 20.0 Dec 23.3 
Czech Republic + 3.9 94 +138 tan + 40 feb 73.3 Feb -23 Qa 13.0 jan 12.8 
Hungary + 42 4 + 64 tan + 104 Feb = 2.5 dan ~ 1.9 jan 10.8 Jan 112 
Poland +2404 = 01 feb + 66 Feb = 11.0 ja = 98n 25,3 Dec 24.5 
Russia + 7.7 2000 + OB feb + 22.3 Feb +61.0 Dee +43.8 93 25.9 Jan 8.9 











FINANCIAL MARKETS In spite of falling share prices in most of the world, three markets 
managed to climb: Istanbul, by 5.9%, led by the tourism sector; Warsaw, by 4.6%, boosted by 
high-tech shares; and Moscow, by 4.4%, on strong domestic demand. Most currencies fell 
against the dollar, but the Turkish lira and some Latin currencies managed small rises. 





















































































































































% of population |. 
with access to 
DOTS* therapy 
































Currency units Interest rates Stockmarkets % change on 
__per$ perg — short-term = Mar 21st Dec 31st 2000 
Mar 21st year ago Mar 21st % p.a. one inlocal in$S 
week currency terms 
China 828 828 N8 5.40 2,169.5 +23 - 10 ~ 10 
Hong Kong 7.80 7.79 Wa 4.94 13,154.4 -13 = 129 = 129 
nda 467 436 667 7.96 3,791.1 +18 - 46 ~ 46— 
Indonesia 10,435 7,425 14,915 15.48 369.1 252 - 43 -178 
Malaysia 380 380 5.43 3.30 673.2 -13 ~ 09 - 09 
Philippines 48.5 40.9 69.2 10.88 1,471.6 -34 ~- 15 + 16. 
Singapore 1.78 L71 2.55 2.25 1,728.0 -36  - 103 - 129 
South Korea 1,303 1,113 1,862 568 532.6 120 + 55 + 25- 
Taiwan 328 307 468 4.70 5,623.4 -06 + 185 +197 
Thailand 44.3 378 63.3 2.50 291.2 ~29 + 82 + 60 
Argentina 1.00 1.00 1.43 10.19 428.1 -48 + 27 + 25 
Brazil 2.10 173 3.01 15.24 14,8527 -26 =- 48 ~ 117 
Chile 586 504 BBB 49379 -0l + 14 ~ 07O 
Colombia 2,285 1,956 3,265 1318 8187 1+ 149 + 124 
Mexico 952 928 136 1606 5,7697 - 08 + 21 + 31- 
Peru 3.52 347 50 a72 iano 02 + 53 + 54- 
Venezuela 705 668 1,007 1019 7,634.7 nO + 124 + 6O 
Egypt _ 388 3435.55 9.10 6,276.2 -25 - 181 -180 
israel 0420 400 60 5.51 3928 -15 =- 206 235 
South Africa 799 645 114 1045 847415 -08 + 18 - 36 
Turkey 980,000 583,710 1,400,714 76.00  : 8.6292 +59 ~- 86 -375 
Czech Republic 38.5 370 550 506 444.6 +03 - 71 - 91 
| Hungary 297 267 a24 24a 6.6789 -12 2149 - 1 
Poland 492 O 40 589 1803 147096 +46 - 176 -173 
Russia 287 2A MA 2500 1749} +44 + 224 + 22.0 





*Inflation adjusted, tin dollar terms. *March 20th. 


Sources: National statistics offices, central bariks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgan 
Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy, FIEL; EFG—Hermes; Bank Leumi Le—tsrael, Standard Bank Group: Garanti 
Bank, Deutsche Bank; Russian Economic Trends. 
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by Crypto AG stands for latest-generation security based exclusively on proprietary hardware and 
software for any application. No other encryption expert offers a security standard as uncompromising 
as TIS®. There are 10 compelling reasons why it should be your choice for the risk-free transmission, 
management, and storage of data. Information is a precious asset. That's why users in more than 150 
countries rely on our unique high-security philosophy. TIS® 
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This title aims to demystify business and management. It 
examines the key issues concerning accounting and the role 
of accountants in the 21st century. There are clear, concise 
definitions of all the main terms and jargon used in the 
international world of accounting and accountants, from 
Above the line and Absorption costing to Working 
capital and Z-score. 


Published October 1998. £10.99 


Today advertising is a billion-dollar industry which can make 
or break a product. This book is an accessible guide through 
the methods and jargon of advertising. There are concise 
essays on the digital revolution, whether there is a crisis in 
adland and global considerations. As well as a 
comprehensive A-Z of key terms used within the industry, 
there are wide-ranging appendices including statistics on 
comparative advertising expenditure, leading advertisers, 
leading advertising agencies, famous advertisements and 
recommended reading 

Published October 1998. £10.99 


Pocket Director gives a thorough explanation of corporate 
governance. It is aimed at directors,managers and 
shareholders in every kind of business. It contains concise 
essays on directors’ roles and duties,board structures and 
effectiveness and corporate governance, as well as an A-Z of 
key terms and concepts from Accountability to Zaibatsu. 
There are also wide-ranging appendices including 
checklists, guidelines, case studies and sources of 
information. 


New edition, published December 1999. £10.99 


Pocket Economist covers the essentials of economics and 
its terminology with typical Economist clarity. It explains 
the nuts and bolts of how what has been called the 
“dismal science" works and, more importantly, how it 
works in practice. Introductory essays cover such topics as 
the right level of inflation, the importance of free trade, the 
rights and wrongs of fixed exchange rates and the prospect 
for growth. These are followed by an extensive A-Z of 
economic terms and jargon from Absolute 
advantage and Acid test, through Hot money and Hedging, 
to Velocity of circulation and Yield gap. 


New title, published September 2000. £10.99 


Pocket Employer cuts through the complexities and jargon 
of human resources management, an area which often 
requires a careful balancing act between law and 
psychology. This publication also offers detailed essays on 
hiring and firing, the employment contract and the 
learning organisation. The terms and concepts, which are 
listed from A-Z, include Ageism and Whistleblower and are 
accompanied by extensive appendices. 


Published September 1997. £10.99 
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Pocket Finance outlines the complexities of financial 
concepts and practice, through essays on fashions in finance, 
tracking savings, institutional responsibilities, the impact of 
IT on financial services and the convergence of corporate 
finance. The comprehensive A-Z of terms covers all aspects 
of finance from Accrual rate and Asset cover, to Tombstone 
and Zero-based coupon. Concise and accessible for anyone 
who wants to understand today’s financial world 


Published September 1999. £10.99 


Pocket International Business Terms defines the important 
terms used around the world in all aspects of business. These 
include accounting and finance, legal issues and negotiation, 
human resources management and corporate governance, 
marketing and distribution, sales and terms of trade, and 
technological and technical terms. More than 1,500 entries 
feature in this compact and convenient guide: from Agent 
and Arbitrage, through Monopsony and Negotiable 
instrument to Yield curve and Zero-based budgeting 


Published September 1999. £10.99 


Pocket Internet explains the essentials of the Internet from 
A-Z. It describes the forces that are driving this rapidly 
evolving phenomenon and provides valuable insight in to 
how the Internet works, where it might lead us and why it 
matters. It includes: an extensive A-Z of key terms, acronyms 
and jargon; essays on the origins of the Internet; the 
technology behind it and the way it is changing business and 
society. 


New edition, published September 2000. £10.99 


The investment business continues to become increasingly 
sophisticated by the day as new products are created, faster ways 
of selling them are established and trading levels rise steadily 
To anticipate the markets and profit from them now requires 
more skill and analysis than ever before. Pocket Investor leads 
you through the complexities and terminology of the investment 
world, with concise essays on the subject, an A-Z of the key 
terms and concepts and wide-ranging appendices including 
stockmarket returns, the performance of the major stockmarket 
indices, bond returns and investment formulae 


New edition, published September 2000. £10.99 


Pocket Law aims to demolish the mystique and in clear, 
precise and irreverent terms guide the reader through 
legal jargon, Latin maxims and apparent riddles and 
complexities. Concise essays give hard practical advice 
on using lawyers, writing contracts, setting up a business 
abroad and picking a good lawyer. The A-Z section gives 
a complete listing of the chief concepts and terms used in 
law, with appendices that offer information on leading law 
firms and guidance for further reading. 


Published October 1997. £10.99 
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= Pocket M BA 


Written in a relaxed and amusing style, Pocket MBA shoots 
down many of the pompous explanations favoured by 
weightier tomes. It clearly defines the essentials of 
management theory in a handy and accessible fashion. Concise 
essays cover management, education and the role of the MBA, 
and the advantages it brings in the job market. The A-Z deals 
with topics from Economies of scale to Diversification, 
information technology and Corporate planning. Pocket MBA 
also contains diverse lists, features and appendices, and 
includes information on the leading business schools, 
management consultants, books and journals. 


New edition, published September 2000. £10.99 


i Pocket Money _ 


This is a concise guide to the commodity that has been said to 
make the world go round. From barter right through to cyber- 
money, it presents thousands of fascinating facts and figures 
about the world of money. It covers such diverse topics as the 
use of salt and shelis as money, money supply and notes and 
coins in circulation, foreign exchange and future markets, 
credit cards and e-commerce, If you want to know how rich 
Kng Croesus was or what the pound or dollar is worth, today 
compared with 50 years ago, it’s all in Pocket Money. 


New title, published September 2000. £10.99 











Pocket Negotiator 


Pocket Negotiator offers clear advice on the essentials of 
negotiation: how to handle difficult negotiations, dealing 
with those among us who want something for nothing, how 
to recognise and counter ploys, and even how to effectively 
seek a pay rise. The comprehensive A-Z section details all 
those subjects relevant to the negotiator. 


Published October 1997. £10.99 
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With a market this 
big waiting to 
be tapped, perhaps 
a few “giddy-ups” 
are in order. 





The Net Effect presents a wealth of 
ee. Er Opportunities, none more compelling 
> Thad than the opportunity to transform web 


a services and stake a claim on them. To 
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help you capitalize on this opportunity, 
we're announcing Sun” ONE, a highly 
“integratable” net environment to help 
you create, assemble and deploy smart 
web services. Our tools, our Java” applica- 
tion environment and our iPlanet” Software 
Products will provide you with all you 
need to build open, intelligent services. 
And by running on the Solaris” Operating 
Environment, you will be using what the 
industry agrees is the most robust and 
scalable operating system available to- 
day. With our open and scalable products 
serving as the bedrock for your solutions, 
you can get to market faster, your prod- 
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LETTERS The Economist, 25 St James’s Street, Londo SWIA 1HG “FAX 1.020 7839 2968 E-MAIL: letters@economist.com 


Welcome change 


Sir—William Hague’s description 
of Britain becoming a foreign land 
is true (Bagehot, March 10th). 
However, he should welcome it 
and commend it to voters. Every 
effective country should become 
a foreign land from one genera- 
tion to the next, and they should 
feel challenged and even a little 
uncomfortable with the process. 

Look what happens if you try 
to maintain your culture and in- 
stitutions unchanged. We once 
admired and were even afraid of 
Japan with its world-beating ex- 
port industries and love of tech- 
nology. However, this was just a 
shell. Inside, Japan was looking 
back, with unchanging institu- 
tions and attitudes controlled by 
vested interests. The result: a de- 
cade of stagnation and deflation 
and, worse, no mechanisms avail- 
able to effect change. Mr Hague 
and the Conservatives need to 
define their vision of our next 
“foreign land” so that voters actu- 
ally have some choice. 





Lancing, 

West Sussex BOB CRANMORE 
eae ETPA d 

Off course 


Sir--You are off course to suggest 
that Warren Buffett opposes the 
repeal of estate taxes in America 
because insurers will lose estate- 
tax planning business (Face value, 
March 17th). None of Berkshire 
Hathaway’s subsidiaries sell life 
insurance or estate-tax planning 
products. They mostly sell car in- 
surance and reinsurance. “You 
should not believe everything 


you read or hear about Berkshire 
even when it is published or 
broadcast by a prestigious news 
organisation,” as Mr Buffett said 
in his most recent letter to share- 
holders. 
New York Bit RIGBY 
Sra peta aac OE 


Voucher plans 


Sir—Your recent thoughts on 
school vouchers made me think I 
was reading some other, lower 
quality, publication (“An idea for 
Mr Bush”, March 10th). You draw 
an analogy between the compe- 
tition car makers face—leading 
to an increase in the quality of 
their products—and competition 
through vouchers. This is a bad 
analogy because competitive 
markets require that there be 
winners and losers and, in this 
example, it is a good outcome for 
an inferior car manufacturer’s 
goods to remain on the fore- 
courts, unsold and unwanted. 
Schoolchildren are not cars. The 
goal in public schools is not to 
pick winners; it is to make all chil- 
dren winners. If the schools fail to 
do this, then they need to be 
fixed, not stripped of a portion of 
their (no doubt best) students. 
Also, you suggest correctly that 
many black parents are getting a 
raw deal from public schools 
(“Blacks v teachers”, March 10th) 
but describe how this frustration 
has led to growing support 
among blacks for a solution that 
realistically can only help a small 
minority of those getting a raw 
deal rather than concentrating on 
suggesting workable ways to im- 
prove these public schools. 
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What evidence do you have 
that vouchers work? That the per- 
formance. of a number of hand- 
picked students improved when 
they received scholarships to at- 
tend private schools (much differ- 
ent from George Bush’s scheme)? 
And what of the 90%~-plus of stu- 
dents, that were left behind? You 
do claim that voucher pro- 
grammes do not hurt schools. The 
proof? Test scores went up in a 
district where vouchers were not 
even implemented. The articles 
sound like an opinion piece writ- 
ten by a Republican consultant. 
Arlington, 
Virginia 


ROBERT PARKER 


Str--While few would argue that 
the public-school system of 
Washington, pc, is not in a state 
of crisis, your argument in favour 
of vouchers contains one glaring 
omission—the role of the Chris- 
tian Right in Republican politics. 
Far from disinterested “compas- 
sion” for poor inner-city school 
children, the religious right has 
been pushing for vouchers for 
years. in order to stifle public 
funding for an education system 
they feel is a threat to conserva- 
tive values. 

Using taxpayers’ money to 
fund private religious indoctrina- 
tion will strike another blow 
against the doctrine of church- 
state separation, a primary princi- 
ple on which our democracy is 
based. This is not to say that alter- 
natives to failing public schools 
should not be explored, but any 
legislation considered must ex- 
clude federal funding of religion. 
Camden, 


New Jersey Bart Everts 


Sm—in your analysis of the 
voucher plan—forgetting for a 
moment that most states hold 
that such plans are illegal—you 
overlook two critical issues. First, 
most of the blueprints for these 
plans do not provide enough 
money for poorer Americans to 
pay for a private-school educa- 
tion. Giving parents $1,000 does 
little to offset the cost of a school 
that charges thousands of dollars. 

Second, Mr Bush's plan will 
destroy the American public- 
school system by. stealing its re- 
sources. Once enough money is 
taken away from the schools, they 
will not- be able to compete. 


Voucher plans will destroy public: 
schools, while not providing 
enough money for ordinary 
Americans to afford a private 
school, thus obliterating any 
choice at all. 





Bethesda, 

Maryland JosHua Wisc 
P a sii eee m 
The next big thing 


Smr—I agree that the crash of the 
so-called new economy can be 
attributed to overinvestment in 
shaky ideas and the dilution of 
resources within individual sec- 
tors (“That falling feeling”, March 
17th). However, your comment 
that “some sort of equilibrium” 
will return is unrealistic. 

Silicon Valley venture capital- 
ists are under pressure from their. 
limited partners to produce pro- 
fits from existing multi-billion- 
dollar investment funds and new 
ones are being created to prepare 
for the next big thing in technol- 
ogy. None of the major conditions 
that contributed to the previous 
collapse have changed. Another | 
technology boom-and-bust cycle 
is inevitable and we will know it 
has arrived when the trendier 
business publications start tout- 
ing the new-new economy. 

Palo Alto, 
California Bit Bucy 
PERES AEEA EERE, 


No loser 


Sır--Your obituary (March 10th) 
of my father, Harold Stassen, cor- 
rectly states that he ran for presi- 
dent nine times, almost winning 
only once. You say that “America 
does not care for losers, even fam- 
ous ones,” But election loss does 
not mean failure. 

An alternative perspective 
seems more accurate. After fight- 
ing in the second world war, Har- 
old was instrumental in creating 
the United Nations in order to 
stop a third world war. For the 
past 55 years, that has succeeded. 
After experiencing the isolation- 
ism of the Republican Party, his 
public campaigning stopped con- 
servatives for more than a decade. 
He helped Eisenhower win the 
presidency twice. 

Years before racial justice be- 
came popular, he implemented 
racial integration. in the Minne- 
sota National Guard and the Uni- 
versity of Pennsylvania Medical 
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Chief Technology Officer Dublin 


BR : R - Substantial remuneration 
Authentication /Security/Transaction Processing package + share options 


We have been retained to assist in recruiting an extraordinarily talented CTO to join a recently established, fully funded technology 
organisation. This emerging industry, driven by regulatory, technological and behavioural changes, is poised for unprecedented growth, 
The CTO will play a critical role in developing, positioning and promoting not only the technologies involved but also the way in which 
the organisation delivers services. Plans call for rapid roll-out and the early deployment of differentiated service offerings, globally, 
with selected partners, The projected speed and scale of this roll-out and the organisation's targeted growth are impressive indeed. 


The role The person 

è as amember of the Operating Board, assist in formulating @ will bring a visionary understanding of the impact of technology 
technology strategies, setting business plans and selling on society and a pioneering desire to explore and exploit its 
client solutions applications 
devise detailed conceptual, logical and physical models of IT ability to think and act strategically whilst maintaining a 
infrastructures and core operations pragmatic commercial perspective 
research, identify and implement innovative technological an outstanding record of executing - concept to implementation, 
alliances and help assess acquisitions and commercial and of architecting - business, technical and application solutions 
partnerships for clients 


take a prominent role in championing and establishing industry strong leadership and management skills with an articulate, 
protocols and standards authoritative influencing style 


build, motivate and manage expert development and delivery highly confident, energetic and appropriately entrepreneurial 
teams 


Highly accomplished executives who have an interest in this appointment may contact, in confidence, Tom Yeaton at +353 1 660 0500 
or career details may be forwarded to him at Yeaton & Associates, 16 Morehampton Road, Donnybrook, Dublin 4, Ireland, 
or via e-mail: tom@yeatonassoc.com 


YEATON (ASSOCIATES 


EXECUTIVE SEARCH & SELECTION 


H UNIVERSITY OF 
wi CAMBRIDGE 


DIRECTOR OF DEVELOPMENT 


Cambridge University wishes to appoint a Director of Development to lead its fundraising activities, Fundraising 
in Cambridge is well-established and very significant sums have been raised to date. [f the University is to fulfil 
its aims and objectives in the coming yearsit needs continually to raise funds from outside sources, The role of 
the Director of Development is critical to the future success of the one of the world's pre-eminent universities. 


The role: The person: 

* To drive the fundraising activities of the University * An individual of stature with outstanding 
of Cambridge, developing a set of practices and relationship-building skills and the ability to broker 
disciplines which, together with the sums raised, agreements between diverse groups of people. 


will be an important legacy for the future. san energeuc goer with a p Samom for delivery and 
the ability to inspire others to deliver. 
¢ To ensure that the University is able to leverage its  * Innovative and creative, able to make inspired 
global reputation and prestige to maximise its connections and to convince others of their relevance. 
potential to raise significant funds. * Highly international in outlook and experience. 
Candidates must demonstrate outstanding success 
* To oversee the Development Office and work with in their career to date and be motivated to make a 
them towards even greater achievements. major contribution to the future of the University. 


Requests for further information, and subsequently applications, in the form of a comprehensive CV and 
covering letter, should be made to: Claire Lane, Heidrick & Struggles, 100 Piccadilly, London W1V 9FN. Fax: 
0207 491 5991 Email: clairelane@h-s.com. Closing date; 27th April 2001. 
Equal Opportunity is University Policy. We actively promote equal opportunities in education and 
E employment and welcome applications from all sections of the community. | 
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School. He predicted, in 1950, that 
communist nations would fall of 
their own accord; he publicly op- 
posed Joe McCarthy, becoming 
the first. member of the Eisen- 
hower cabinet to do so; and his 
70-year-marriage was part of an 
80-year-romance that awed ev- 
eryone who knew him. Although 
he did not always win, he cer- 
tainly was not a loser. 


KATHLEEN 
New York STASSEN BERGER 
apace ete a linn m 
Fuel for thought 


Sır--There is no foundation to 
the assumption that the National 
Atomic Energy Commission 
(cnag) has lost its technical ca- 
pacity to develop the fuel that the 
nuclear reactor to be built at Lu- 
cas Heights in Australia will re- 
quire (“Unloved boffins”, Febru- 
ary 24th). Although Argentina has 
undergone strict budgetary con- 
straints, the different technical 
groups that participate in the pro- 
ject for high-density fuel for nu- 
clear reactors have remained ac- 
tive so that the cnar may qualify 
as a competitive international 
supplier of such fuel. 

The technical groups have sev- 
eral innovative technological pro- 
jects under way, such as the unifi- 
cation of the range of fuels used 
at present in Argentine nuclear 
centres, the enrichment of ura- 
nium envisaged to lower the costs 
involved in the separation of u235 
and the development of a com- 
bustible element for the CAREM 
reactor prototype. 

VINCENTE BERASATEGUI 
London Argentine ambassador 





Pervasive subsidies 


Srr—It is disappointing that your 
article on oil subsidies so cursorily 
dismisses the estimates of Green- 
peace (of which I was an author) 
and others as “inflated” (Eco- 
nomics focus, March 10th). The 
limited evidence presented in the 
_Cato Institute study as to why 
subsidies to oil are low or non- 
existent is hardly convincing. The 
risk of accepting the “more rea- 
sonable” valuations of the few 
subsidies acknowledged by the 
oil industry is that the enormous 
fiscal and environmental benefits 
from subsidy reform will be un- 
derstated and the compliance 
costs with the Kyoto Protocol 
overstated. 
The Cato paper advocates the 
use of cost-benefit analysis of ex- 
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isting subsidies before one can 
conclude that a programme ap- 
pearing on its face to benefit oil 
actually does. Such expensive and 
time consuming assessments do 
have a place, but it is not here at 
the end of the process. Rather, 
they should be required before 
Congress can give final authorisa- 
tion on tax breaks worth hun- 
dreds of millions of dollars to 
private-sector participants. Such 
an approach would be a rough 
parallel to the analysis now re- 
quired of regulatory changes that 
can potentially burden industry. 
Despite efforts to discount and 
discredit as many oil subsidies as 
possible, these subsidies are per- 
vasive throughout the world. 
Cambridge, 
Massachusetts DouGtas KorLOw 
AEE ENE EE ET Rea a eee AE CER 


Empowering women 


Sir—~I was dismayed at the sad 
plight of women in Nepal (“Ne- 
pal’s overburdened women”, 
March 1oth). I hope that Nepal's 
parliament, egged on by brave 
women like Sapna Pradhan Mal- 
lah, emancipates Nepali women 
from being treated “like slaves or 
pack animals” and at least grants 
them the right to inherit property. 
A crucial difference for we 
women in Bhutan is that property 
is passed down from mother to 
daughter, empowering women 
with ownership and a host of ad- 
vantages that spin off from such a 
cultural tradition. 

College Park, 
Maryland KELZANG LHADEN 
= srine 





Rest in peace 


Srr—Research on whether expo- 
sure to the electromagnetic field 
(emr) from power lines causes 
cancer should be laid to rest 
(“Current concerns”, March 10th). 
The first paper on the topic, pub- 
lished over 20 years ago, ignited 
the public’s fear and fuelled a 
near industry dedicated to an- 
swering the question. Yet 20 years, 
dozens of investigations and tens 
of millions of research dollars 
later, we have yet to find convinc- 
ing evidence that such an associa- 
tion exists—and we are unlikely 
to find one. 

Simply put, the tools that we 
have been using to study the is- 
sue, namely population based 
epidemiology, are too blunt for 
the job. While modern methods 
are robust enough to detect asso- 
ciations such as the one between 


smoking and lung cancer, they are 
unlikely to be very useful where 
the exposure: is difficult to mea- 
sure and ubiquitous (as in EMF), 
the disease is rare (as in childhood 
leukaemia) and the suspected 
association is weak (as it is be- 
tween EMF and leukaemia). In 
these studies, external factors 
such as recall bias (can people re- 
member their levels of exposure 
from years past?) are likely to 
overwhelm meaningful statistical 
associations. Furthermore, animal 
experiments have so far been 
fruitless. 

Perhaps the strongest argu- 
ment for ceasing the research on 
EMF and leukaemia is what sci- 
ence has been telling us all along: 
first, that there probably is no 
association, and second, as you 
point out, the attributable frac- 
tion of leukaemias to power lines, 
should an association exist, is un- 
likely to exceed a few cases per 
year in most populations. 

It is time to stop playing on the 
public’s fears and quit flogging 
the dead horse. The many epide- 
miologists who have studied the 
issue for so long will surely find 
plenty of work fighting Arps, ma- 
laria and other ugly curses. 

San Francisco Ramzi Mrap 





In a spin 


Sir—You say that “wind turbines 
still look big and ugly” (“Maybe 
this time”, March ioth). As a child 
I always looked forward to pass- 
ing Palm Springs to make sure 
that I did not miss the sight of 
hundreds of majestic windmills 
spinning in sync. Nor did my 
wonder die down as a college stu- 
dent. Another long-distance drive 
took me past a wind farm near 
the Lawrence Livermore National 
Laboratory. A designated spot al- 
lows drivers to enjoy the view. 
The marketing agency for Lexus 
recognised the public’s pleasure 
in this sight some years ago. They 
featured an ad in which their 
sleek new model twisted speedily 
through a wind farm. 

I enjoy the sights of nature a 
great deal, but often man-made 
structures. too evoke a sense of 
peace and beauty. 

Pittsburgh “ASHISH AGARWAL 
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Giving it away 


Sir—You repeat that the stated 
strategy from Palm Computing: 
“is eventually to make most of its 
money from licensing its technol- 






ogy, selling content and software 
to be used on its devices” (“Gad- 
get wars”, March 10th). Something 
must be getting lost at Palm be- 
tween strategy and execution. 
Palm gives away its software to 
customers in general. Software 
sales at Palm are less than 1% of 
total sales. It sells operating-sys- 
tems licences for a nominal 
amount to the ex-ceo making a 
billionaire out of him, but gener- 
ating less than $ıom for Palm. ~ 





Wapella, 

Illinois MIKE BRADLEY © 
MARIE IEE AEE i ESES | 

Up the autobahn 


Sir—In your review of a book 
about Jack Kennedy and the Cu- 
ban missile crisis (“A book for 
Bush”, February 24th) you claim 
that Kennedy “did not force the 
issue by sending a convoy up the 
autobahn”. This is wrong. That 
August morning in 1963, the then 
considerable us 7th Army went 
on alert and a battle group of the 
8th Infantry Division did in fact 
move up the autobahn to Berlin ` 
while 7th Army units waited to 
see if the soviets would resist 
them. They did not and the un- 
easy face-off across the Berlin 
wall began. 

I remember clearly what took 
place as I was serving there as a 
subaltern. The memory is particu- 
larly vivid because of a story that 
circulated shortly after the event 
that the 7th Army commander 
had found out from the radio as 
he ate breakfast that one of his 
units was moving. It seems that 
General Bruce Clarke, com- 
mander of the us Army in Europe 
at that time, had reached down a 
level and ordered the move with- 
out bothering to inform the inter- 
mediate commander. Despite 
this, I would imagine that Ken- 
nedy knew, or should have 
known. 


Bozeman, 

Montana MICHAEL MAHLER 
PEA PILER NENNE E E EL O E ENE A wll 
Fancy footwork 


Sir—-The perfect comment on Sir 
Anthony Hammond's impec- 
cable handling of the Mandelson 
affair (Bagehot, March 17th) is to 
be found in Ninette de Valois’s 
obituary in the same issue 
“Everybody knows that if you 
want to see really beautiful foot- 
work, go to England.” 

Santa Barbara, 

California IvAN MOMTCHILOFF 
iar i as scenes oe Bs asic ~M 
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ECONOMISTS IN THE HOME OFFICE 


Based in London 










At the Home Office. we have direct control or significant influence over some £16 billion being spent 
annually on programmes and we-place strong emphasis on economic and operational research principles 
in order to develop policy. Now we are looking to appoint two degree-qualified professionals with, ideally, 
post-graduate qualifications in economics plus a comprehensive understanding of the application of 


ee 
Home Office economic principles. 


BUILDING A SAFE, JUST 


AND TOLERANT SOCIETY Chief Economist ~ Head of Economics & Research Analysis Unit 
£44,038-£69,178 + RRA of £1,903 


Leading a 22-strong, multi-disciplinary team, you will have overall responsibility for the provision of 
economic and. operational research advice on ail issues covered by the Home Office remit and specific 
responsibility for key aspects of outcome-based policy development and performance management. You 
will need. to work closely with policy directors and report regularly to Ministers. You will also be expected 
to act as Head of Profession for all Home Office economists. 


















You must be able to demonstrate a strong record of achievement in the field of strategic policy — 
development as well as.sound experience in the management of both people and projects. Your ability to 
bring a proactive, creative approach to the role, and adapt rapidly to changing demands and priorities, 
should be ‘matched by the communication and interpersonal skills required to lead, motivate, influence 
and negotiate successfully. 







Economist - Drugs & Alcohol Research Unit 
£33,344-£47,634 + RRA of £1,903 


Drugs policy is an important priority for the Government and we are keen to enhance our capacity for the 
_ economic. evaluation and statistical analysis of a range of current policy initiatives. Working in close 

consultation with the Head of the Unit, you will be responsible for applying theoretical and empirical 
modelling techniques to the analysis of drugs markets and the impact on those markets of supply side 
policies. You. will also be involved in taking forward the experimental work we have already commissioned 
on sizing the drugs market and will be expected to take management responsibility for certain areas of 
external contract research. 















Whilst a knowledge of drugs research literature is not essential for this position, you will need a strong 
background in microeconomics, in particular the analysis of markets and industrial organisation, as well 
as excellent training in econometrics. Additionally you will need to demonstrate the full range of 
interpersonal and organisational skills required to manage both people and projects in an environment ` 
where demands and priorities can change rapidly. 











a Both positions provide a range of benefits and are being offered as fixed term appointments for a 
4 y minimum of three years with the possibility of extension or conversion to a permanent basis. 
Sw 


In addition to these posts, there may be one or two other Economist posts coming up where applicants 
for this advertisement may be considered. 


For further information and an application form (to be returned by 23rd April 2001), write to Capita RAS, 
Innovation Court, New Street, Basingstoke, Hampshire RG21 7JB, or telephone 01325 745170 
(24 hours) or fax 01256 383790. Internet: www.rasnet.co.uk 





INVESTOR IN PEOPLE 
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ethnic origin, religious belief, gender, sexual orientation, disability or any other irrelevant factor. 
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Real World, al Learning” 


| IMD is an institute dedicated to the development of top business executives at each stage of their 
careers, Our international team of 220 Faculty members and staff are responsible for the success 
of a large variety of executive development programs and events. The Financial Times surveys of 

` international business schools confirms our position as the Number | provider of open and custom- 
designed executive development programs in Europe. 


To help us maintain this position and meet the challenges of the future, we are seeking to recruit 
a full-time 


Director of Client Services 
to manage our sales & marketing back office operations 


Reporting directly to the President, you will play a key role within our Corporate Development 
Team ensuring that IMD reaches its revenue targets for Open Enrolment executive development 
programs. 


R ibilities: 


Assume overall strategic and organisational responsibility for the sales & marketing 
back-office operations. 

Manage the interface between IMD’s business development team and the back office 
operation, 

Assist in the development of our e-marketing IT initiatives in line with IMD’s business 
objectives. 

Manage a team of internal sales, marketing and administrative personnel. 


|} Profile desired: 


+ MBA or equivalent qualification 

* Minimum 7 years experience in a sales or customer service management role, 
preferably in executive education &/or an international organisation, 
Demonstrated experience in managing sales targets and revenue objectives. 
In depth knowledge of e-based sales & marketing applications. 
A profound understanding of [MD's business and our position within the market place, 
Fluent in spoken and writen English. French and/or German fluency are an asset. 
Excellent presentation, communication and inter-personal skills. 


If you have the above skills and would like to work in our challenging environment, please send 
your résumé with a letter of motivation in English to: Gerald Quinney, Human Resources 
Manager, IMD, Chemin de Bellerive 23, P.O.Box 915, CH-1001 Lausanne, Switzerland or email 


at quinney@imd.ch, wwwimd.ch 


Z% UBS 


Financial Services Group 





The Ford Foundation 
Program Officer (#193) 
Environment and Development, India 


Based.in New Delhi, the PO will develop and manage program activities in the 
field of environment and development with special attention to environmental 
justice in. India, Nepal, and Sri Lanka. The current portfolio focuses on building 
natural resource and social capital assets. in disadvantaged communities by 
enhancing the quality of research, policy analysis and community-based natural 
resource’ management initiatives. We now seek even greater emphasis on 
environmental inequity and understanding its consequences, especially for 
marginalized castes and communities. The PO will develop strategies to address 
injustices in the distribution of environmental pollution and inequities in access 
to environmental assets. The portfolio supports environmental justice 
organizations and networks and funds efforts to improve information sources; 
develop, public interest law and alternative conflict resolution mechanisms; 
strengthen community-based organizing, advocacy, research and policy analysis; 
and.enhance rights and access to natural resources and environmental services of 
disadvantaged groups. 

Responsibilities include: Reviewing the current status of the field; developing 
grantmaking initiatives; reviewing and responding to proposals; and 
recommending grants for funding. The PO will deepen collaborative work and 
act as a liaison with non-profit and academic grantees, leaders in the South Asian 
environmental justice community, government and donor agencies, and other 
Foundation staff. Qualifications: Experience in environment and development, 
including advocacy, research, policy analysis, and implementation; a broad, 
understanding of the South Asian context and of natural resource use systems 
and. the institutional and policy frameworks affecting them. Capacity to develop 
innovative strategies, commitment to field-level involvement, familiarity with 
environmental justice and equity issues, Advanced degree in social sciences or 
relevant field. Grantmaking experience desirable and fluency in one or more 
Indian Subcontinent languages preferred. To apply, please send resume, cover 
letter, and brief writing sample (5-20 pages of original work) to Ms. J. Graber at 
resumes @ fordfound.org (preferred) or 320 E. 43° St, New York, NY 10017 by 
April 23, 2001.The Ford Foundation is an EEO employer 





Our Corporate Center links the business groups of UBS Group and ensures that they operate coherently and 
effectively in the interest of shared success. UBS Group Policy & Research is looking for a 


Senior Economist 


In this position you will conduct issue-based research on topics of strategic importance for UBS arising from 
macroeconomic policy and financial industry trends (e.g. asset gathering, financial privacy, new economy). 
You will derive business implications for UBS and co-operate with other Corporate Center units (e.g. Group 
Strategic Analysis) and business groups when required. You will enjoy the challenges of speech writing for 
top management and giving presentations to internal and external audiences. We invite you to apply for this 
highly attractive position. You will have a PhD in Economics.or Master's Degree in Economics plus a proven 
track record of 2-3 years as a recognised professional in your field. Applicants are required to demonstrate 
sound experience in macro-economics or financial industry and policy analysis. 

This attractive position offers you ample opportunity for your professional and personal development within 
UBS Group. You will be based in Zurich in an international and multicultural environment. 





Please send your application to: UBS AG Klaus Ruppert, P.O. Box CH-8098 Zurich, e-mail klaus.ruppert@ubsw.com 


For further information please contact: Dr. Klaus Durrer, UBS AG Group Policy & Research, 
e-mail klaus.durrer@ubs.com 
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UNITED NATIONS 
OFFICE FOR DRUG CONTROL 
AND CRIME PREVENTION 


Candidates for a Senior Interregional Adviser in Crime Prevention with 
the UN Centre for International Crime Prevention (CICP) are sought. 

CICP works with governments to strengthen criminal justice systems (refer 
to wwwadcep.org). The incumbent implements technical cooperation and 
advisory services in crime prevention, currently in trafficking in human 
beings, organized crime and corruption. The focus is to provide 
management and leadership to the Global Programme against Trafficking in 
Human Beings. Tasks include: provide advisory services to governments; 
undertake needs assessments; prepare proposals/projects; promote relevant 
national plans; promote crime prevention as part of development objectives; 
build up pertinent expertise; implement technical cooperation activities; 
manage project implementation; contribute to generating funding, policy 
advice, and programme development for meeting the objectives of CICT. 


Qualifications/requirements: Advanced university degree in criminology, 
economics, or other relevant fields. Fifteen years of criminal justice 
experience, including addressing issues pertinent to trafficking in human 
beings and related organized crime issues at national and/or international 
level, Experience in analysis, policy and programme development, technical 
cooperation and advising top level officials. Strong background in 
investigation and prosecution of priority crime issues, an advantage, 
‘Teaching experience and/or publications an asset. Excellent communication 
and drafting skills in English essential and knowledge of French and Spanish 
desirable. Indicative MINIMUM NET annual remuneration: 
U$$66,752 (net) with dependants, U$$62,014 (net) without dependants, 
plus post adjustment and several benefits, when applicable: rental subsidy, 

dependaney allowance, education grant, repatriation grant, six weeks’ paid 

vacation, etc, Duty station and duration: Vienna, initially for one year. 

Send applications to: VA-01-VI-05, Human Resources Management 

Section, UNOY, P.O. Box 500, A-1400 Vienna, Fax (431)-26060-5886. 

Deadline for application: 5 April 2001. Women are encouraged to apply. 









The international Center for Transitional Justice (ICTJ) 


ICTJ is a visionary newly-established human rights organization based in New York City dedicated to 
phi the field of transitional justice by focusing on strategies to document abuse; establish 
effective truth-commissions; prosecute perpetrators, relorm abusive institutions; provide reparation to 
victims of violence, and promote reconciliation, 


Currently, we offer the following exciting career opportunities to dynamic, team-spirited and 
detail-oriented professionals with an advanced university degree in law, international affairs, public 
policy, journalism, economies or other relevant fields. 


SENIOR ASSOCIATES (2) 


You will provide technical assistance, comparative information and policy advice to organizations 
in civil society and governments seeking to respond to a legacy of massive abuse. We will look to 
you to analyze/draft legislation, speak in public forums on transitional justice, and offer policy 
analysis, Responsibilities include participating in our missions. abroad and providing assistance 
from the New York headquarters, 


Requires at least 4 years of human rights experience, strong public speaking and interpersonal skills, 
and computer proficiency. You must be willing to travel internationally. 


RESEARCH ASSOCIATE 
You will help conceptualize and execute our research program which focuses on stimulating the field of 
transitional justice by identifying vital areas of study, proposing collaborative research projects, under- 
taking some core research and monitoring/assisting research undertaken by other ICTJ staff. 


Requires a minimum of § years of relevant experience, at least 2 of which have been in a research or 
academic position, a record of publication in a related field, and experience editing or reviewing 
other's research, Qualifications include strong analytical and conceptual skills, 


OUTREACH AND COMMUNICATIONS OFFICER 
You will assist in the development of transitional justice hy facilitating communication between organ 
izations and individuals in the field, packing ongoing projects, and producing regular summaries of new 
Policy developments or research. We will look to you to build & maintain our relationships with those 
active in the field of transitional justice worldwide, communicate our work to our target audiences, 
and establish/maintain a database of key actors or projects. 


You must have a minimum of § Phe of relevant experience, 2 of which have been in 
communications, outreach or a related position. Also required; strong database, desktop publishing 
or document production skills, and experience in the human rights field. 


All of the above positions require a high sense of professionalism, comfort working in a multicultural, 
teh ont and excellent written and spoken English, Fluency in other languages is 
strongly desired. 


We provide excellent salaries, comprehensive benefits and a very committed & caring environment. 
The ICTJ will pay reasonable relocation expenses and will assist employees to obtain necessary U.S. 
work authorization, The recruitment for these positions is being handled exclusively by PNP. 


Please send cover letter, resume and contact information tor three references by April 20, 2001 to: 
Professionals for NonProfits, Attn: ICT, 515 Madison Avenue, Suite 505, New York, NY 
10022, E-mail: (CTu@pnp-ine.com, Fax: 212-546-9094. 


The (CTU Js an equal opportunitweflimative action emipinyer strongly commuted to 
hiring and retaining a diverse and inlernationaly representative staff. 
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The International Trade Centre ITC) 






in Geneva, Switzerland eee 
is looking for two WTO OMC 


Senior Trade Promotion Officers who will 





ssess foreign irade related development needs, carry out technical cooperation programming 
missions, formulate project or programme documents: mobilize resources from multilateral 
and bilateral donors, plan, implement and monitor technical cooperation projects and 
Programmes; prepare work plans, budgets, job descrimtions for consultants, field of technical 
cooperation project personnel, monitor consultants’ performance, review/finalize consultants’ 
reports and initiate action on subcontracts and the procurement of goods and services for 
projects; participate in evaluation missions and prepare periodic reports. 


QUALIFICATIONS AND EXPERIENCE REQUIRED: Post-graduate University degree 
in Economics (MA) with specialization in economic development or Masters of Business 
Administration (MBA). Ten years experience at senior management level in public/private 
sector involved with trade promotion and export development related to technical cooperation 
with developing and feast developed countries. Proven experience ia the formulation, 
implementation, monitoring and evalution of technical cooperation projects/programmies. 
Excellent writing capability and computer literacy essential, Ability to work with minimum 
supervision, with efficiency, competence and integrity and in harmony with people of different 
national backgrounds. 



































LANGUAGES: “First post - English & French; knowledge of Spanish &/or Portuguese 
would be an asset; **Secand post - English, Arabic & French required. 






Daty Station: Geneva, Switzerland. Date of Entry: As soon as possible, 

























‘Type of Appointment: Fixed-term of two years with possibility of extension. 


Indicative minimum net annual remuneration, including post adjustment: 

US$72,350 with dependants; USS67,375 without dependants, after deduction of Staff 
Assessment plus a number of additional benefits, when applicable. The Post Adjustment 
element ix subject ta change. 






Signed applications should. be sent to: 
The Chief, Personnel Section, Division of Administration, 
International Trade Cemre UNCTADAVTO, 
Palais des Nations, CH-1211 Geneva 10, Switzerland. 
Fax: +4122 7300803 


Applicants are requested to complete an ITC Personal History form available on the Internet: 
dw.) jobs Applicants will be contacted only if they are under serious 
consideration. Deadline for application: 18 May 2001. 


















Job Vacancy 
Abu Dhabi - United Arab Emirates 






Web Site Editor 










Requirements 
1. Graduates or Postgraduates in Social 
Science, preferably Political Science or 
International Relations. 
2. Excellent English language skills. 
3. Minimum of 3 years electronic media 
experience. 
4. Research experience and knowledge of 
the Arab Gulf region would be an 
advantage. 
















Responsibilities include collecting data, 
conducting research and authoring web page 
material, editing an online newsletter and 
managing a web discussion forum. 










Please send your application, curriculum vitae and copies of university 
and work credentials including a recent passport copy and passport-size 
photo within one month to the address below quoting the job title and Ref. 
No, 3/2001: 

Human Resources Dept., Recruitment Section 

PO Box 4567, Abu Dhabi, United Arab Emirates 

Fax: (4971-2) 6424128 

E-mail: uaerecruiter @ hotmail.com 










HSBC Bank International Limited is a member of the HSBC Group, one of the world’s largest banking and financial services organisations with some 6,500 offices in 79 countries and territories. HSBC Bank International Limited's principal place of business is Jersey. Agi 

at 31 December 1999, its paid up capital and reserves were £116.66 million. Copies of the latest audited accounts are available on request. Although income is paid free from tax offshore, it may be liable to tax in your country of residence or domicile, or ifitis vansferedi 
to another country. Your tax position will depend on your personal circumstances and you may wish to seek guidance from your tax adviser. Please note, tax legislation and practice may change. This advert does not constitute an invitation to buy or the solicitation of 
MBJ/2648/0/20500 1024/9" 


an offer to sell securities or make deposits in any jurisdiction to any person to whom it is unlawful to make such an offer or solicitation in such jurisdiction. 





offshore banking - let's connect 


or call our offshore banking centre in Jersey on 
Tel + 44 1534 616 111 Fax +44 1534 616 222 - 24 hours a day 


www.offshore.hsbc.com 


HSBC > 


YOUR WORLD OF FINANCIAL SERVICES 


Issued by HSBC Bank International Limited 
Or cut the coupon Ss 


To: HSBC Bank International Limited, PO Box 26, 28/34 Hill Street, St. Helier, Jersey JE4 8NR, Channel Islands. 
Please send me further details of HSBC offshore banking on-line. 
Nationality 





Name 








Address 
Tel 3/EC0301-1 
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Let the huddled masses in 





JACK a plane in Afghanistan and fly it 

to London. Board a rusting tub in Turkey 
and be wrecked off the coast of Italy or 
washed up in France. Camp in a container for 
weeks until your ship is unloaded in Canada. 
Hang to the wheel of a jumbo jet and hope 
not to freeze or suffocate. Splash across the 
Rio Grande. Float in a rubber ring to Florida. 
Walk the Sahara and sail to Spain. If you live 
in a miserable part of the world, just do some- 
thing to reach a place more promising. 

Such desperate acts are becoming routine 
as, each year, many hundreds of thousands 
of people who fear for their lives or hunger 
for better ones trek to safer and richer coun- 
tries. The numbers rise and fall, but the trend is broadly up- 
wards as the world’s population grows, and travel and com- 
munication get cheaper. Accurate figures are hard to find, but 
a million people or more are thought to pitch up in America 
each year, some legal, some illegal. Where legal migration is 
severely restricted, as in much of the European Union, mi- 
grants try to get around the rules by applying for political asy- 
lum instead. Last year around 450,000 asked for sanctuary in 
25 European countries. Many more slip in without being 
counted. And the supply will not dry up. 

But as the numbers rise, so does unease in rich countries. 
One reaction is to put up stronger barriers and force migrants 
to more dangerous measures. Along America’s border with 
Mexico higher fences and more aggressive patrols displace 
migrants on to riskier desert routes. Last week the sole survi- 
vor of a ship that failed to reach America from the Domin- 
ican Republic told how people on board had resorted to can- 
nibalism to stay alive. In Europe too, tighter borders 
encourage dangerous smuggling of people by criminal gangs 
who pack hapless travellers into rusty ships, airtight lorries 
and even beside the wheels of the Paris-London Eurostar. 


The open way out 


This mess helps fuel hostility to genuine asylum-seekers, who 
are few in number but do need protection from political per- 
secution. At the same time immigration has become a potent 
political subject. From Australia to Austria, rabble-rousing 
politicians have benefited from public worries that foreigners 
add to crime, unemployment and welfare fraud. Fairly mod- 
erate leaders in Germany say mothers should be paid to have 
babies, so that immigrants do not overwhelm “true” Ger- 
mans. Japan currently allows only nikkeijin, foreigners of 
Japanese descent, to come in to work as unskilled labourers. 
In Britain the opposition Conservatives have said that outsid- 
ers who arrive uninvited should be sent to prison. 

A better response would be to admit that there are com- 
pelling moral and economic arguments why more people 
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from poor countries should be allowed to 
move to rich ones. The world has made the 
movement of goods, money and ideas freer, 
but not, strangely, the movement of people. It 
is both right to give desperate people sanctu- 
ary and rewarding to welcome new citizens. 
History has shown that immigrants bring 
ideas, vigour and ambition, as well as their 
mere labour. 

Some welcome debate has begun on this 
issue. Mexico’s president, Vicente Fox, has 
made a good start with George Bush, on the 
role of guest-workers in America. The presi- 
dent of the European Commission, Romano 
Prodi, recently highlighted Europe’s need for 
foreign labour. And some countries are adopting more flexi- 
ble attitudes, albeit because of a rather narrow problem: a 
skills shortage. Britain has introduced fast-track work permits 
in industries where shortages are worst. France has eased 
rules that made it almost impossible for companies to hire 
foreigners. But progress needs to be faster. In both manual 
and service industries, many European countries have short- 
ages of skilled labour that are getting worse as their econo- 
mies grow and their people age (see page 59). 

Countries such as Italy and Ireland, which once benefited 
by exporting their burgeoning populations, now urgently 
need immigrants to fill jobs at home. France cannot recruit 
enough qualified locals to maintain its public buildings or 
serve in its restaurants. Germany’s employers’ union has said 
15m more skilled workers are needed there. Australia already 
relies on foreign labour for a quarter of its workforce, Switzer- 
land for nearly a fifth, and the United States for about a sixth. 

Why not fill more of these jobs with local workers? It is 
true that America has low unemployment, but in the Eu some 
14m people are without jobs. Surely they could be used. The 
reality is more complicated. The benefits of immigration do 
not arise only when there is full employment; and it is wrong 
to assume that countries have a fixed amount of work to be 
done, so that foreigners are needed only when there is a sur- 
plus. Immigrants create jobs as well as filling them; they add 
to overall economic activity. 

That is more true in the longer than in the shorter term, of 
course: more immediately, immigrant workers are in espe- 
cially high demand when there are particular labour short- 
ages. The Guatemalan who strangles chickens on a Delaware 
poultry farm is as much testimony to this fact as the Indian 
computer programmer in Silicon Valley. Moreover, in Europe, 
it is not only low wages that deter locals from picking fruit 
and vegetables, but the low status of such jobs. 

As more countries are finding, migrants have a benign ef- 
fect on rich economies. Huge numbers of migrants have been 
drawn to America in the past two decades, and they have 
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helped fuel economic growth. A recent report suggested that, 
although migrants may impose costs on individual states 
which provide schooling and other welfare, the country as a 
whole gains from them, by about $10 billion a year: not a 
huge amount, but not a minus. A government report in Brit- 
ain in January said that migrants were not a drag on welfare, 
but contribute to its economy and culture. 

What of the costs? There is.a risk, especially when immi- 
gration policies target only the highly skilled, that the best tal- 
ent will be drained from poor countries to rich ones. It is any- 
way a misconception to think that only post-graduate 
immigrants can be of value: many of the immigrants who 
have fuelled Silicon Valley were educated in America. But also 
the risk is that doctors or teachers who are educated at great 
cost in the poor world will move to richer parts, making it 
tougher to improve health and education at home. That is a 
worry, but note that it is made worse by tight immigration 





It would not be in Britain’s interests for Tony Blair to hold a general election 
on May 3rd. It might not even be in his—though that is for him to judge 


HAT a curious non-constitution Britain has. The laws 

state the maximum length of a government’s term of 
office (five years) and the maximum amount of time allowed 
between the dissolution of parliament and the holding of a 
general election (17 days, excluding weekends, public holidays 
and the weekdays either side of such holidays). Other than 
that, the decision about when to call an election is entirely a 
matter for one person: the prime minister. Yes, he has to make 
a formal request to the queen, but as in other constitutional 
matters her role is purely ceremonial. And so a guessing game 
ensues about what the prime minister might be thinking. The 
interests of the country are deemed irrelevant. 

That’s politics, you might say. So it is, but that is usually a 
term of insult, and this case is no exception. In the next few 
days, Tony Blair will decide whether or not to call an election 
to be held on May 3rd. That is the date around which the 
guessing game has revolved for months. Yet, from the nation’s 
point of view, there is not the slightest need for a general elec- 
tion: the government's term of office still has a year to run, 
and its 179-seat majority in the House of Commons means 
that it has no difficulty in governing. It has no need of a new 
mandate, for it remains highly popular. 

Meanwhile, the television news each night is filled with 
pictures of slaughtered animals, distraught farmers and 
empty hotels: foot-and-mouth disease (see pages 67-69) re- 
mains disturbingly out of control. It would be an exaggeration 
to describe it as a national crisis, but it is a serious problem, 
which requires serious attention, and which is bad for Brit- 
ain’s image overseas. Foot-and-mouth would not have any 
serious effect on people’s ability to vote or campaign; indeed 
the lack of candidates knocking on farmers’ doors might well 
be a blessed relief to them. But, at such a time, a country could 
reasonably expect its government to concentrate on solving 
the problem, and to avoid deliberately bringing about unnec- 
essary distractions—such as a gerieral election. 

The betting is going the other way: the assumption is that 
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laws: once you have climbed over a high fence, you are less 
likely to go home again once you’ve made money or gained ` 
experience, for fear that you can never return. A more open 
regime would encourage temporary residence, allowing skills 
to flow more freely to and fro. And migrants do send back re- 
mittances to their families and friends: at $100 billion a year, 
overall, it is more than a match for overseas aid. 

Immigration cannot be opened overnight. Even rich coun- 
tries would struggle to cope with a sudden flood of people. 
But countries should announce much more generous quotas, 
phased over many years. That would avoid a rush, but offer 
hope to those who want to move. It is also up to governments 
to design education and other policies to ease integration. But 
the overall issue is clear: just as the free movement of capital, 
of goods and of profits benefits economies, so does the free 
movement of labour. For their own good, rich countries 
should be far less stingy about letting people in. 








Mr Blair will indeed call an election. The logic of the gov- 
ernment’s popularity works, of course, in the opposite di- 
rection from that of the national interest--a popular gov- 
ernment wants to cash in on the fact, and secure a second . 
term, for its popularity may not last. The last Labour prime 
minister before Mr Blair, James Callaghan, is believed to have 
lost the election in 1979 to Margaret Thatcher’s Tories because 
he had failed to call it the previous October. Labour partisans 
who are spooked by this analogy might, however, care to re- 
call the date on which Mr Callaghan lost. It was May 3rd. 


The burden of proof 


That was a cheap shot. But what all should recall ison which 
side of this argument the burden of proof should lie: on those 
who wish to hold an election. It will be up to Mr Blair to ex- 
plain why this election is really necessary. 

If his explanation goes down badly, and if people vote 
against him for having had the bad taste to call a poll during 
this epidemic, then perhaps justice will have been done. The 
only people to suffer would be Labour mrs who lost their 
seats, and Mr Blair who lost more of his majority than he 
needed to. Yet the country would still have suffered: an elec- 
tion would have been held, and a government elected, at a 
time of temporary troubles but which left that government 
permanently weaker than it needed to have been. 

Perhaps, Mr Blair will be wondering, that could also be the 
case if he waits until October, by which. time economic 
storms could be blowing in from America. Yet in the polls La- 
bour now scores better than its rivals even on economic man- 
agement, and would be likelier to be trusted to steer the ship 
through troubled waters. “Confidence or cynicism”, Mr Blair 
said last October at his party conference, would be the choice 
facing the electorate. So which is it cynicism about’a gov- 
ernment that rushes to the voting booths, or confidence in 
one which responds with dignity to an emergency? 








The danger of delay 


Asia’s emerging economies would be better able to cope with a sharp slowdown 
in America if they had completed their structural reforms 


HEN your roof leaks during a torrential thunderstorm, 
your husband promises to fix it~tomorrow. Then for 
- the next month the sun shines, the deckchair on the patio 
beckons, and nothing is done. The roof leaks even more seri- 
ously during the next storm. Could this prove to be East Asia’s 
fate? Almost four years after its 1997-98 financial crisis began, 
- another economic storm is approaching, this time from the 
© downturn in America. Yet Asian governments have failed to 
finish the repair job left from their previous crisis. If only they 
had listened to their friends and family. 
At the height of the crisis, the imr, supported by many 
economists, warned Asian governments that their economies 
“would never recover fully unless they undertook widespread 
structural reforms. If not, they argued, their economies would 
be condemned to a lost decade, rather like Latin America’s in 
the 1980s. To be fair, most governments made a start on re- 
form. But then many of their economies bounced back far 
more swiftly than anybody had expected. In 1999 and 2000 
the troubled Asian economies enjoyed average cpr growth of 
almost 7%. South Korea grew by an average of 10%. Gov- 
ernments in the region patted themselves on the back, and 
concluded that structural reforms could wait. 


Past repair-time 

That was the wrong conclusion to draw. East Asia’s spectacu- 
lar rebound owed much to America’s economic boom. Ex- 
ports to America account for 10-25% of Asian economies’ 
Gprs, About half of these have been of information technol- 
ogy (Ir) equipment. Asian producers were therefore well 
placed to take advantage of America’s rr investment boom. 
That boom is now turning to bust and American firms are 
cutting their investment—and hence their imports from Asia 
(see page 71). In the first two months of this year, Taiwan’s ex- 
ports were 4% lower than a year ago, compared with annual 
growth of 23% in the first half of 2000. If America goes into re- 





Some realism for Mercosur 


Better a genuine free-trade area than a phoney customs union 


HE timing could not have been worse. On March 26th, 

Mercosur, Latin America’s main trade block, based on Ar- 
gentina and Brazil, celebrated its tenth birthday. Only three 
days earlier, Domingo Cavallo, Argentina’s new economy 
minister, had ordered a radical and unilateral change in his 
country’s import tariffs—a measure in flat contradiction of 
both the letter and spirit of Mercosur. 

Does that matter? Argentina is in a wrenching recession, 
and an arrangement that fixes its peso at par to the dollar 
means its policy options are limited; devaluation is ruled_out. 
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cession, Asia’s exports will collapse. 

This is not to suggest that Asia is heading for another fi- 
nancial crisis. In macroeconomic terms these economies are 
in much better shape than in 1997. Most have abandoned 
their old exchange-rate pegs, are running large current- 
account surpluses, and have built up ample foreign-exchange 
reserves. Yet a slump in their exports to America (and to Ja- 
pan, which also teeters on the brink of recession) would still 
make a big dent in their growth. 

Completing the prescribed structural reforms would not 
have stopped Asia suffering from an American recession, but 
it would have given governments more room to offset the ef- 
fects. The recovery has been overly dependent on exports; do- 
mestic demand has been restrained by balance-sheet weak- 
nesses in banks and companies. Banks have made slow 
progress in writing off bad loans, and companies have been 
equally slow to sell off assets and reduce debts. Unviable 
firms have foolishly been kept alive with bailouts, rather than 
being broken up or allowed to go bust. Governments have 
also failed to deregulate services, which would help to spur 
domestic demand. 

These continuing structural flaws will now make it harder 
for Asian governments to cushion their economies against a 
slump in exports. In particular, fragile financial sectors and 
companies’ weak balance sheets will make monetary policy 
less effective. As Japan has discovered, lower interest rates 
can do little to boost domestic demand if banks, saddled with 
bad loans, remain reluctant to lend, while debt-laden firms 
remain reluctant to borrow. 

It is, of course, possible that the sun will come out tomor- 
row and America’s economy will resume its rampant growth, < 
pulling Asia up with it. But it would be foolish to count on it. 
Over the past two years, governments should have seized the 
opportunity of strong external demand to push ahead with 
reform. It is much harder to repair the roof when it is raining. 


Mr Cavallo’s tariff changes, which involve “temporarily” 
abolishing duties on the import of capital goods from outside 
Mercosur and raising those on consumer-goods imports to 
35%, are intended to mimic a devaluation, speed growth and 
thus dispel the spectre of a debt default. 

Free-traders may object that raising tariffs on consumer 
goods will do little to make Argentine business more compet- 
itive. But there is another problem: Mercosur is a self- 
proclaimed customs union, like the European Union (gv). So 
not only do its members enjoy free trade with each other, but 
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they aspire to share a common external tariff (14% for capital 
goods) and common foreign-trade policies. 

Given Argentina’s problems, such objections seem trivial. 
So Brazil thought. Having suffered a tumultuous devaluation 
in 1999, its government is understanding of its neighbour’s 
plight, and it will back Argentina’s request for a “temporary” 
waiver from Mercosur’s common tariffs. Even so, Argentina’s 
measures look like one setback too many for Mercosur—or at 
least for its aspiration to become a customs union. 

In its first few years the block, which also includes Para- 
guay and Uruguay, achieved spectacular success. Trade 
among its members soared; so did investment. Chile and Bo- 
livia joined Mercosur’s free-trade area, though not its customs 
union. The region is binding itself together with cross-border 
roads, electricity grids and gas pipelines. Mercosur has 
prompted salutary political co-operation, too. That has 
helped to forestall two attempted coups in Paraguay. 

But progress has stalled recently, as has trade (see page 35). 
Different exchange-rate regimes (Brazil’s floating real, Argen- 
tina’s fixed peso) do not help. Nor do non-tariff barriers. 
Though almost all trade within Mercosur is now duty-free, 
almost none of the “deepening” associated with a customs 
union has happened. The group has not agreed on common 
policies on matters ranging from customs codes to compe- 
tition policy and investment subsidies; most disputes are still 
settled by presidential intervention rather than agreed rules. 

Any deepening of co-operation involves a loss of sover- 
eignty, and takes time, as the eu has shown. But the proposed 
Free-Trade Area of the Americas (FTAA), an idea enthusiasti- 





cally backed by George Bush, means that Mercosur faces 
some urgent decisions. Talks for an FTAA, which are supposed 
to conclude in 2005, may get a boost next month from a meet- 
ing of 34 presidents from the Americas in Quebec city. 

For President Fernando Henrique Cardoso of Brazil, Mer- 
cosur is “our destiny” whereas the Fraa is a mere “policy op- 
tion”. He has a point. Closer ties—of trade, politics and infra- 
structure—are clearly beneficial to Mercosur’s members. And 
Brazil is right that any Fraa which did not involve disman- 
tling such protectionist devices as the United States’ farm sub- 
sidies and anti-dumping duties might not be worth having. 


Time for Brazil to choose 


Leave aside that Brazil’s reasonable doubts about an FTAA 
have too often seemed like foot-dragging. The problem for 
Mercosur is that, despite its rhetoric, it is chiefly Brazil that 
has blocked deepening. That is paradoxical, for it was Brazil 
which insisted that Mercosur should be a customs union, 
with a relatively high tariff to protect its capital-goods indus- 
try. But Mercosur is steadily moving away from, not towards, 
common tariffs—part of a wider, and credibility-destroying, 
divorce between its rules and its reality. 

So here is a proposal. Let Brazil lead a swift move to 
deepen Mercosur. If not, the block should drop the pretence 
that it is a customs union. Let Mercosur at least be a genuine 
free-trade area, with clear rules that are adhered to, and that 
ensure that businesses in any of its member states have un- 
fettered and equal access to the others’ markets. It is a less 
lofty ambition, but a worthy one all the same. 





Putin’s Russia 


After a year in office, the oomph seems to be going out of Vladimir Putin’s presidency 


EMEMBER Russia? After a period in which Russian news 

had slipped off the front page, it is back. A recent string 
of terrorist bombs and this week’s sacking of the defence 
minister are a reminder that a fierce civil war is still going on 
in Chechnya. A rash of diplomatic expulsions triggered by the 
exposure of a Russian spy network in the United States has 
brought echoes of the cold war. The non-news, however, may 
be even more worrying. The signs that Russia is becoming a 
more decent society, one in which dissent is tolerated and the 
rule of law prevails, are waning. Some signs, indeed, point the 
other way. A year ago, when Vladimir Putin was elected to 
the presidency, many hoped that he would revive the reform 
effort that had virtually died beneath the palsied hand of his 
predecessor, Boris Yeltsin. But Mr Putin’s gloss is wearing off, 
and with it many of those early hopes. 

Mr Putin is still popular. Though the lot of most Russians 
remains pretty miserable, over three-quarters of them still, 
apparently, think he is doing well. And he can certainly point 
to some achievements. He quickly assembled a team of min- 
isters sprightlier and more liberal in economics than its 
predecessors. He encouraged the government to write a bal- 
anced budget that was passed into law faster than any post- 
Communist one before it. The new, flat-rate income tax (at 
13%) took effect in January, and may start to bring in more 
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revenue. He has curbed the powers of Russia’s regional 
bosses, many of whom had become a law unto themselves. 
He has proposed big cuts in the size of the armed forces and 
got parliament to sign several arms-limiting treaties. He has 
also talked sensibly about the need to clean up the courts, im- 
pose the rule of law, protect property rights and make land 
easier to buy and sell. And he has put a squeeze on several of 
the tycoons who seemed to have Mr Yeltsin in their pockets. 

But Mr Putin, the former xcs man, is still unconvincing as 
a democrat. He seems determined to bend the media, espe- 
cially television, to his will. He is quick to treat criticism as 
treachery. His friends in the rss, the domestic arm of the old 
KGB, are back in business. His foreign policy seems pragmatic 
one minute and malign the next (stand by for resumed arms 
sales to Iran). Most disgraceful of all is his policy towards 
Chechnya, whose attempt to secede he has fought with such 
ruthlessness—to the initial delight of the voters. Yet his policy, 
which is to crush the Chechens, no matter how brutally, is not 
working. The only prospect of peace lies in a political settle- 
ment, which should have been pursued long before the re- 
cent bombs went off. 

At the same time, Mr Putin is showing less zeal for domes- 
tic reform. The land-reform bill whose first stage passed last 
month was a fudge. Efforts to overhaul the electricity industry 
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and to bring the corrupt and powerful national gas- 
monopoly, Gazprom, to.account may be stalling. Mr Putin’s 
economic team seems at odds with itself; and his prime min- 
ister, Mikhail Kasyanov, is proving more of a short-term fixer 
than a reformer. After appearing keen to enact laws that 
would, for instance, prevent police searches without a war- 
rant, the government has backed down before the protests of 
prosecutors and other conservatives. The interior and defence 
ministers appointed this week look pretty illiberal. 


Gather ye rosebuds 


+ Mr Putin’s admirers, some of them respectable democrats, say 
that the balance-sheet is still positive; he has had only a year 
in office, and must pick his way through a minefield of con- 
flicting interests. He cannot, they say, entirely ignore the 
wishes of the voters, many of whom are disillusioned by 
_ what they consider the chaos of democracy and the battering 





of national pride that has come with it. Moreover, however _ 
ugly the hounding of the media, the market's pluralism, the 
buzz of non-state activity across the entire gamut of society 
and the rise of a go-ahead younger generation that feels part 
of the wider world mean that no Russian ruler could ever re- 
peat the repression of the past, even if he wanted to. 
Perhaps. Still, Mr Putin would be unwise to let Russia slip 
back into autocratic drift. He is unlikely to get much help 
from the West until he has made far more progress towards 





European Union leaders appear to be slowing down economic liberalisation 


just when they should be speeding it up 


OW different it all seemed a year ago. At the “dotcom 

summit” in Lisbon last March, the Ev’s heads of gov- 
ernment grandly set the stage for a raft of liberalising mea- 
sures that would make Europe’s economies more flexible and 
dynamic. The professed hope was to unleash the old world so 
that it could catch up with the new world’s huge lead in tech- 
nology and the “new economy”. Yet at their stock-taking 
summit in Stockholm last weekend, £u leaders failed miser- 
ably to deliver on the promises made at Lisbon. 

Thus, hopes that the ev’s electricity and gas markets 
would be fully liberalised by 2005 were dashed by implacable 
French opposition to any deadline. A plan to streamline the 
patenting process by promoting eu-wide rules fell foul of lin- 
guistic objections from Spain. Faster postal deregulation was 
stymied by France and Britain. And an integrated air-traffic- 
control system was blocked by a continuing dispute between 
Spain and Britain over Gibraltar. 

The only crumb of comfort was a summit endorsement of 
the Lamfalussy report on the regulation of European securi- 
ties markets. This was hailed as a landmark agreement to 
create a single financial market. In fact, it is no such thing. All 
the summit has approved is the establishment of two new 
committees that might speed up the legislative process—and 
even that procedural change could come unstuck in the face 
of opposition from the European Parliament. The task of ac- 
tually agreeing to market-opening measures in finance still 
has to be tackled; and the Lamfalussy report deals only with 
wholesale, not retail, finance. Genuine cross-border banking 
or insurance-selling remain years away. 


Losing momentum 


Why has liberalising Lisbon been followed by stationary 
Stockholm? There are three answers. The first is that, in Lis- 
bon, a free-market group led by Britain’s Tony Blair and 
Spain’s Jose Maria Aznar managed to hijack the agenda in fa- 
vour of faster liberalisation, without the French and Germans 
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quite realising what they were signing up to. At Stockholm the 
tables were turned. Lionel Jospin, the French prime minister, 
summed up his defence of the status quo by declaring with- 
eringly that “liberalisation is not an end in itself, but a tool.” 

The second answer is a procedural failure. In the enthusi- 
asm of Lisbon, £u leaders thought that they had invented a 
new fast-track approach to liberalisation. Summit meetings 
would fix specific targets and deadlines, and peer-group 
pressure would force legendarily slow eu and national 
bureaucracies and legislatures to meet them. But Stockholm 
has shown that this will not succeed. Rather than succumb- 
ing to the liberalising agenda, most governments (and not 
only the French) remain determined to protect what they see 
as their special interests. When they succeed, they trumpet a 
“victory”. This is precisely the opposite of how peer-group 
pressure is meant to work. 

The third answer is that the underlying mood in Europe 
has altered because of the changed economic outlook. A year 
ago, European leaders were awed by America’s economic and 
technological record, and cowed by their own relatively infe- 
rior performance. But now that the Nasdaq bubble has burst 
and Europe's economies seem temporarily to be outpacing 
America’s, the mood is different. There is less urgency, it 
seems, about making painful reforms of Europe’s social 
model, or of its inflexible labour and product markets. 

This is risky. The French president, Jacques Chirac, de- 
fended what he called Stockholm’s “limited ambitions” by 
noting that Europe had changed hugely in the past five or ten 
years. He is right: Europe has been liberalising, albeit slowly. 
But the process will always run into resistance. Unless the 
momentum of liberalisation is kept up, its broad benefits will 
remain too far off for the narrow vested interests to be easily 
overcome. And the hopes that Europe’s single currency 
would foster a newly competitive economy may be dashed 
too. £U leaders must rediscover their Lisbon mood, fast. 
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No title 


LILONGWE, MALAWI 


Want to make the poor less poor? Give them proper title to what they own 


HEY are notas poor as you think. People 

in poor countries have assets—lots of 
them. But because they rarely have formal ti- 
tle, they cannot use these assets as collateral 
to raise cash. Economists tend to think of the 
informal economy as a marginal phenome- 
non, of interest only to missionaries, aid 
workers and the police. But in many, per- 
haps most, developing countries, the infor- 
mal economy is bigger than the formal one. 
In a typical African country, barely one per- 
son in ten lives in a formal house, and only 
one worker in ten holds a formal job. 

The remaining nine-tenths are usually 
ignored. But according to Hernando de Soto, 
a Peruvian economist, the total value of the 
fixed property held but not legally owned by 
the poor of the third world and former com- 
munist countries is at least $9.3 trillion*. This 
is a staggering figure. It is 20 times the total of 
foreign direct investment into developing 
countries between 1989 and 1999, and 93 
times the amount of development assis- 
tance from all rich countries to the third 
world in the past three decades. 

While leaders of poor countries beg the 
rich world for aid and prostrate themselves 
before potential foreign investors, they fail to 


*The Mystery of Capital: Why Capitalism Triumphs in the 
West and Fails Everywhere Else”. By Hernando de Soto. Ba- 
sic Books; 276 pages; $27.50 


realise that there is a much larger potential 
source of funds at home. “In the midst of 
their own poorest neighbourhoods and 
shanty towns”, writes Mr de Soto, “there are 
trillions of dollars, all ready to be put to use if 
only the mystery of how assets are trans- 
formed into capital can be unravelled.” 

Wander into Mtandire, a shanty town 
near Lilongwe, the capital of Malawi. The 
roads are unpaved, bumpy and wet. Maize 
sprouts in every backyard. Cars are so rare 
that children wave excitedly as you drive by, 
and chickens fearlessly block your path. A 
slum in one of the poorest countries in the 
world’s poorest continent: you would ex- 
pect the people who live there to be very 
poor indeed. You certainly would not expect 
to find a large store of potential wealth in 
Mtandire. Look harder. 

Grace and John Tarera slaughter goats 
for a living. Demand is brisk: Malawians 
adore goat stew. The Tareras want to expand 
their business to meet this demand, but they 
lack capital. Mrs Tarera thinks they need 
about 20,000 kwacha ($250). This may not 
sound much, but in Malawi, where the aver- 
age annual income is only about $200, it can 
take years to raise such asum. 

But wait: the house where the Tareras live 
is worth at least 25,000 kwacha. They bought 
the land five years ago and threw up a brick 
bungalow, fussily furnished and painted a 





satisfying shade of light blue. Surely they 
could borrow using the house as security? 
No, because they cannot prove they own it. 

The Tareras’ house, like all the others in 
Mtandire, is built on “customary” land. That 
is, the plot’s previous owners had no formal 
title to it. The land was simply part of a field 
that their family had cultivated for genera- 
tions. About two-thirds of the land in Ma- 
lawiis owned this way. People usually till the 
land their parents tilled. If there is a dispute 
about boundaries, the village chief adjudi- 
cates. If a family offends gravely against the 
rules of the tribe, the chief can take their land 
away and give it to someone else. In effect, 
the chief holds all the land in trust for the 
tribe, as kings did in feudal Europe. 

The system worked well enough when 
Malawians were all farmers and there was 
plenty of land to go round. But it is ill-suited 
to a crowded urban setting. As people flock 
to Lilongwe in search of jobs, they increas- 
ingly settle on the farmland that surrounds 
the city. Peasants are happy to sell them 
plots, but informally. Would-be buyers and 
sellers approach the local chief, who con- 
firms that the seller owns the land he is sell- 
ing, and gives him permission to sell it. The 
contract may be oral, or it may be written in 
the local language and signed by the chief. 
The chief takes a fat cut—anything from 5% 
to 40%. 

This is how John and Grace Tarera 
bought the land beneath their house. They 
have a contract signed by the local chief, but 
no bank will accept it as collateral, because it 
is not enforceable in a court of law. Rather, it 
is an expression of traditional law, which is 
usually unwritten, unpredictable and de- 
pendent on the chief’s whim. The chief may 
be a wise, just and consistent fellow. But the 
bank does not know this. So the Tareras’ 
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POVERTY AND PROPERTY RIGHTS 


house is what might be termed “dead” capi- 
tal. They own it, but they cannot make its 
value work for them. 

Informal ownership hurts rural people, 
too. Take Nashon Zimba, a 25-year-old peas- 
ant who grows maize, beans and tobacco on 
1.8 hectares (4.5 acres) in Chiponde, a small 
village in Kasungu district, north-west of Li- 
longwe. Mr Zimba is poor even by Malawian 
standards. His cash income last year was $40. 
He lives with his wife and baby daughter ina 
mud shack so small that, if he were not so 
short, his feet would stick out of the door 
when he lay down to sleep. 

Mr Zimba frets that he cannot afford 
enough seeds or fertiliser to make full 
use of his land. Borrowing is out of 
the question. Loan sharks—“caterpil- 
lars”, as they are known in Malawi— 
charge impossible rates of interest. A 
few farmers in the village can obtain 
small loans from the Malawi Rural 
Finance Corporation, a donor-sup- 
ported microlender. But only those 
who are organised into groups to 
cross-guarantee each other’s bor- 
rowings are eligible. These groups are 
exclusive: the most productive farm- 
ers do not want less able neighbours 
to spoil their collective credit history. 

For the rest, there is charity. The 
government hands out free starter- 
packs of seeds and fertiliser, in- 
tended for the poorest farmers. Only 
32 such packs arrived in Mr Zimba’s 
village last year, for a population of 
about 900. They were not sent di- 
rectly to the intended recipients; the 
poor do not have addresses. Instead, 
the chief doled them outas he saw fit. 
Mr Zimba did not receive one. 

Almost 90% of Malawi’s 11m peo- 
ple live off the land. Their average 
plot size is tiny: less than a hectare. 
Productivity is woeful. The popula- 
tion is expected to double by 2020. 
Unless a lot of people move to the cit- 
ies, plots will be sliced even smaller 
than they are today. Smaller plots 
mean lower productivity; many fam- 
ilies could go hungry. Mr Zimba senses that 
there is little future in farming. His ambition 
is to be a hawker. He envisages buying soap 
and paraffin in the nearest town and selling 
it in the village. But he does not have the 
start-up capital. 

Some people in Mr Zimba’s position 
move to the city, find jobs, and save to start a 
small business. But this is hard. A Malawian 
peasant cannot usually sell his land without 
agreement from his family and the village 
chief. If he leaves his property unattended, 
there is a danger that the chief will give his 
land to someone else, or that a sibling will 
grab it. 

When he arrives in the city, there will be 
no cheap shelter. Without mortgage lending, 
there are never enough houses in shanty 
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towns. A landlord in Mtandire cannot bor- 
row money to build and then recoup it from 
rental income. He has to pay cash in advance 
and then try to get it back. So a typical slum 
rent is much higher, relative to the value of 
the house, than it would be in a posh area 
where landlords have title deeds. In Mtan- 
dire, ten months’ rent will buy you the house. 


Capitalism needs rules 

The advantages of sound property rights are 
so taken for granted in the West that it is 
worth spelling them out. First, secure title 
makes assets fungible. In a country with 
good property laws, almost anyone can use a 





The seeds are hers; is the ground? 


house or a piece of land as collateral to raise a 
loan. It is also easy to divide assets between 
multiple owners. Ownership of a factory can 
be shared out among hundreds of people, 
any of whom can easily sell all or part of his 
share without the need to take the factory 
physically apart. If a French farmer dies, his 
children can sell the farm, or retain equal 
shares in it, or the more agriculturally- 
inclined sibling can buy the others out. The 
possibilities are legion. African smallholders 
have much less flexibility: plots tend to be di- 
vided into ever-smaller parcels with each 
generation. 

A uniform property system is also a way 
of sharing knowledge. When information 
about the ownership and value of houses, 
companies and other assets is centrally re- 


corded and freely available, it makes it easier 
for people to see economic opportunities 
outside their own neighbourhood. In other 
words, formal property law enables people 
todo business with strangers. Those who are 
part of the formal property system have ad- 
dresses, credit records and identifiable as- 
sets. A westerner who does not honour his 
debts is blacklisted. The bailiffs know where 
to find him, and what to seize. So he has a 
powerful incentive to play by the rules. Mil- 
lions of third-world squatters, by contrast, 
cannot obtain telephone or electricity lines 
because no one trusts them to pay their bills. 
Western property laws protect not 
merely ownership, but transactions 
too. People in poor countries can 
usually prevent their assets from be- 
ing stolen by forming self-defence 
groups or hiring the muscle of local 
mobsters. But they cannot confi- 
dently buy anything they cannotsee. 
Poor people carry their pigs and to- 
bacco bales physically to market. The 
prohibitive cost of carrying them 
back means that they have to sell 
them straight away, whether prices 
are good or not. American farmers 
sell paper representations of their 
crops, which is easier. To smooth 
their cash-flow, they can sell the 
rights to purchase crops which have 
not yet been sown. If a Malawian 
farmer wants cash in advance, he 
must grow marijuana. 


The house that Nashon built 


When you cannot do business with 
strangers, you have to do everything 
yourself. This is inefficient. Imagine 
building your own house. Some 
westerners do, of course, but not in 
the way rural Africans do. An Ameri- 
can buys industrially produced 
bricks, cement, glass, nails, screws, 
drills, pipes and so on. All these parts 
have been made cheaply and well by 
a company that specialises in mak- 
ing them, and which has in turn 
bought its machine tools and ac- 
counting services from other specialists. 

Compare this with Nashon Zimba’s ex- 
periences. He digs up mud, shapes it into cu- 
boids and dries it in the sun to make bricks. 
He mixes his own cement, also from mud. He 
cuts branches to make beams, and thatches 
the roof with sisal or grass. His only indus- 
trial input is the metal blade on his axe. 
Working on his own, while at the same time 
growing food for his family, Mr Zimba has 
erected a house thatis dark, cramped, cold in 
winter, steamy in summer and has running 
water only when tropical storms come 
through the roof. An American, by contrast, 
supported by a network of millions of spe- 
cialists he has never met, can live in a relative 
palace without ever needing tolearn oneend 
of a hammer from the other. 
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The Group's pre-tax return on equity grew to 
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BNP Paribas's private equity business developed 
and grew successfully in 2000. 

The estimated value of investment portfolio's as 
of 31 December 2000, net of Cobepa's goodwill, 
came to 8.1 billion Euros and includes 
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POVERTY AND PROPERTY RIGHTS | 


Since the demise of the Soviet Union, few 
people still argue that property is theft. It is a 
rare despot—-Robert Mugabe springs to 
mind—who openly urges his followers to 
grab other people’s land. In theory, property 
rights are available to all in most poor coun- 
tries, But in practice, most poor people do 
not take advantage of these rights. 

It is often assumed that informal homes 
and businesses stay that way because their 
owners do not wish to pay taxes. This is 
doubtful. Taxes are burdensome, but extra- 
legality is often more so. The informal entre- 
preneur pays gangsters for protection and 
bribes officials to ignore him. His operations 
are often geographically dispersed to 
hide them from the authorities, 
which stops him from achieving 
economies of scale. He cannot de- 
clare limited liability, or obtain in- 
surance or cheap credit. In short, in- 
formality is uncomfortable. 

The reason that extra-legal busi- 
nesses and landowners in poor 
countries do not become legal is that 
their path is usually blocked by of- 
ficialdom. To illustrate: Mr de Soto's 
researchers set up a one-man cloth- 
ing workshop on the outskirts of 
Lima, and tried to register it. The team 
worked for six hours a day, filling in 
forms, travelling by bus into central 
Lima and queuing before the rele- 
vant official desks. It took them 289 
days to make their micro-enterprise 
legal, and cost $1,231--31 times the 
monthly minimum wage in Peru. 

The story is the same elsewhere. 
In the Philippines, to formalise a 
squatters house built on state- 
owned land can require 168 steps in- 
volving 53 public and private agen- 
cies and taking 13 to 25 years. In Egypt, 
to obtain permission to build a house 
on land zoned for agriculture takes 
six to u years. If you build first and 
then try to become legal, you risk 
having your home demolished and 
spending time in jail. In Malawi, the 
bureaucracy that administers property law 
is, in the words of an official report, “riddled 
with jurisdictional overlaps and internal 
conflicts”, and “often the cause of delays, er- 
rors of judgment, lack of co-ordination, ram- 
pant corruption and dereliction of duty.” 

All rich industrialised countries have se- 
cure property rights, accessible to more or 
less all citizens. No poor country has. Better 
property laws are not the only reason that 
some countries are richer than others, but 
they clearly make a difference. Many poor 
countries, recognising this, are trying to de- 
vise ways to make their property systems 
more inclusive. But the hurdles are high. 

Lawyers often oppose attempts to sim- 
plify the law. Tribal chiefs resist changes that 
may reduce their power. And cultures, 
though they may evolve rapidly, cannot be 
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changed by fiat. People who live in tradi- 
tional rural communities are often wary of 
alien ways of doing things. Stanley Ngwira, 
for example, chairman of an association of 
farmers from Mr Zimba’s district, finds the 
idea of selling land abhorrent. “There would 
be nothing for our children,” he protests. 
Today’s rich countries took hundreds of 
years to forge uniform property codes. Until 
the 19th century (or more recently, in the case 
of Japan), they were shackled with multiple 
and contradictory sets of property laws. The 
early American colonists were mostly squat- 
ters. The country was so vast and sparsely 
populated that the land-hungry simply 





Wanted: a solid inheritance 


fenced and ploughed without worrying 
about title. Big landowners, such as George 
Washington, tried to evict and prosecute 
squatters, but they tended to resist violently, 
and juries seldom convicted them. 

Powerless to stop them, some legislators 
tried instead to bring squatters inside the 
law. As early as 1642, the state of Virginia 
passed a law that allowed squatters to be 
compensated for improvements they had 
made to land they occupied. If the rightful 
owner was unwilling to pay, the squatters 
were given the right to buy the land from him 
at a price set by a jury. This helped many 
squatters to become legal. 

In the 19th century, when the pioneers 
rushed west to stake out claims to farms and 
gold mines, they made their own local rules 
to determine who owned what. Several 





states passed laws allowing those who occu- 
pied and improved idle land to claim title to 
it. Federal law followed behind. There was 
an heroic effort to tie all local property sys- 
tems together into a single code. The Home- 
stead Act of 1862 and the mining law of 1866 
essentially formalised the arrangements that 
extra-legal farmers and prospectors had al- 
ready worked out for themselves hundreds 
of miles from Washington. 


Lessons from the frontier 


For poor countries today, the lesson is not in 
the details of American history, but in the 
general principles. For property law to be re- 
spected, it has to reflect what is hap- 
pening on the ground, and it has to 
try toinclude as many people as pos- 
sible. 

Poor countries’ efforts at reform- 
ing property law have rarely suc- 
ceeded. Middle-class reformers have 
too often assumed that their ideals 
could be imposed on the poor. In 
Peru, for example, numerous at- 
tempts to give indigenous people title 
to their land failed because the 
mechanisms by which they could 
assert this right were too complex 
and expensive. 

In Malawi, laws allowing free- 
hold and leasehold were introduced 
by the British in colonial times, but 
were never widely trusted because 
they were the means by which set- 
tlers hoodwinked the locals into sur- 
rendering their ancestral lands. Has- 
tings Kamuzu Banda, the dictator 
who ruled from independence in 
1964 until 1994, also tried to encour- 
age formal ownership. But his habit 
of grabbing large tracts of land for his 
cronies undermined the rule of law. 
Banks were forced to lend for politi- 
cal rather than commercial reasons, 
which prevented the evolution of 
property-backed lending. 

A new property law is expected 
to pass this year, making it easier for 
holders of customary land in Malawi to ob- 
tain formal leasehold. If it is to succeed, the 
government will need to persuade people 
that it offers concrete advantages, and that it 
does not conflict too much with their tradi- 
tions. All this will take time. 

In every poor village, anywhere in the 
world, people know exactly who owns 
what. Mr de Soto tells a story to illustrate the 
point. On farms in Bali, there are few fences 
to mark the boundaries between properties. 
But the dogs know. Cross from one farmer’s 
land to his neighbour's, and a different dog 
barks. The challenge for governments in 
poor countries is to take the information 
contained in those yelps and fashion from it 
aclear and enforceable set of laws. The alter- 
native is to stay poor. 


THE ECA AAIOT AA A DEE Tier ana 


The 
Economist 


Hecatomb 


Hoping to halt the spread of 
foot-and-mouth disease, 
Britain called in the army to 
help with the mass slaughter 
and burial of sheep and cows 
on and around infected farms. 
The British also got EU ap- 
proval for vaccination, a (pos- 
sible) stopgap to allow time 
for the slaughter. The Dutch 
are already using it. 


In northern Macedonia, 
troops blasted buildings and 
woods round Tetovo and near 
the border with Kosovo, 
claiming a victory over ethnic- 
Albanian rebels. Western gov- 
ernments voiced support for 
Macedonia, but urged political 
concessions to the ethnic Al- 
banians. In Kosovo, Hans 
Haekkerup, the Danish official 
who runs the province for the 
UN, said province-wide elec- 
tions should be possible by 
the end of this year. 


Three bombs in southern 
Russia, blamed on Chechen 
rebels, killed a score of civil- 
ians. President Vladimir Putin 
replaced his defence minister 
with a hawkish former KGB 
man, Sergei Ivanov. 


The Mir space station 
plunged fierily, but harm- 
lessly, to earth. 


The Freedom Party’s vote in a 
Vienna city election dropped 
to 20%. The party’s former 
Wunderkind, Jorg Haider, 
now busy as state governor of 
Carinthia, may reassume the 
party’s leadership. 
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State elections in Germany, 
in Baden-Wiurttemberg and 
Rhineland-Palatinate, gave en- 
couragement to both big par- 
ties, but brought reverses for 
the Greens, Free Democrats 
and far-right Republicans. 


France’s President Jacques 
Chirac refused a summons to 
testify before a tribunal inves- 
tigating corrupt financing of 
his party in Paris in the years 
when he was mayor. 


Meeting in Sweden to talk 
about market-opening, leaders 
of the European Union 
agreed on little. Notably, 
France refused to open its en- 
ergy markets fully. 


Kyoto dumped 


The head of America’s Envi- 
ronmental Protection Agency, 
Christie Whitman, confirmed 
that the Bush administration 
had “no interest” in imple- 
menting the Kyoto accords 
on climate change, which the 
United States has signed but 
not ratified. In Japan, Canada 
and Europe governments re- 
acted with alarm and outrage. 


Reform of American cam- 
paign finance seemed to 
come closer with the defeat of 
an amendment to the 
McCain-Feingold bill that 
would merely have limited, 
rather than banned,“soft- 
money” donations to political 
parties. But the future of the 
whole bill was uncertain. 


Regulators at last raised the 
ceiling on the retail price of 
electricity in California, 
which had been left frozen 
while wholesale ones soared. 
Utilities sharply lifted their 
prices to big customers. 


Canada’s four opposition par- 
ties joined to call for an in- 
quiry into the business deal- 
ings of the prime minister, 
Jean Chrétien, relating to a 
golf course and hotel. He de- 
nies any conflicts of interest. 





POLITICS THIS WEEK 


After marathon sessions, the 
lower house of Argentina’s 
Congress gave Domingo Ca- 
vallo, the new (and former) 
economy minister, emergency 
powers to alter taxes and ta- 
riffs, but not to cut govern- 
ment jobs, wages or pensions. 
Senate backing was expected. 


In Mexico, leaders of the Za- 
patist rebel movement ad- 
dressed members of Congress 
in support of a bill that would 
strengthen the rights and au- 
tonomy of the country’s indig- 
enous peoples. 


Guyana’s incumbent presi- 
dent, Bharrat Jagdeo, was de- 
clared the winner of a much- 
observed election. Opposition 
supporters staged small riots. 


In its annual navel-gazing dis- 
play, Hollywood awarded 
its best-film and best-actor 
Oscars to box-office heavy- 
weights “Gladiator” and its 
star, Russell Crowe. 


Terror v terror 


Israeli helicopters blasted the 
headquarters and training 
camps of Yasser Arafat's 
bodyguards in Ramallah and 
Gaza. This followed three Pal- 
estinian bomb explosions in 
Israel, one of which killed 
two teenagers. The United 
States, having earlier vetoed a 
UN Security Council resolution 
calling for UN observers to 
protect Palestinian civilians, 
called on both sides for re- 
straint. Both sides carried on 
sporadic shooting. 
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Meeting in Amman, Arab 
League countries failed to 
agree on a policy towards 
Iraq but decided to speed up 
payments to the Palestinians. 


President Daniel arap Moi of 
Kenya sacked Richard Leakey 
and most of his team of civil 
servants appointed to oversee 
the reform of the civil service 
and stop corruption. 


Slightly sorry 


President Abdurrahman Wa- 
hid told the Indonesian 
parliament he was sorry for 
“inappropriate behaviour” in 
his financial affairs. The apol- 
ogy was not thought enough 
to stop impeachment moves. 


Xanana Gusmao resigned as 
head of East Timor’s interim 
parliament, complaining of 
political squabbling. He had 
been expected to become the 
first president when East Ti- 
mor, once Portuguese, then 
seized by Indonesia and now 
UN-run, gains independence. 


In Japan, a court overturned a 
1998 compensation award— 
$2,300 apiece—to South Ko- 
rean women forced into sex 
slavery during the second 
world war. 


India’s population was esti- 
mated to have gone over the 
1 billion mark. 





Afghanistan's Taliban icon- 
oclasts proudly displayed to 

journalists what remained of 

two huge and ancient statues 

of Buddha, blown to pieces in 
the name of Islam. 
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After their dramatic falls over 
the past few weeks, world 
stockmarkets rallied briefly, 
as investors decided that they 
| were oversold. 


To widespread surprise, 

| American consumer con- 
fidence rose in March, after 
declining for five months. The 
consumer confidence index 
jumped to 117, up from 109 in 
February. Although those hop- 
ing for an early interest-rate 
cut from the Federal Reserve 
were disappointed with the 
news, it boosted stockmarkets. 


Corporate woes 


Ericsson, a Swedish telecom- 
munications giant, said that it 
would fire up to 3,300 workers 
in Sweden and Britain, freeze 
recruitment and reduce by 
half the number of outside 
consultants that it uses. No- 
kia, its Finnish rival, said that 
it planned to lay off 400 

| workers because of slow 
growth in the American fixed- 
broadband market. ` 


{| 


Aiwa, a Japanese electronics 
maker just over half-owned 
by Sony, said it would cut its 

| workforce by half and close 
eight of its nine factories in Ja- 
pan, Malaysia, Indonesia and 

| Wales. Instead it will out- 
source most of its production 
to contract manufacturers in 
low-cost countries. 


Hyundai Engineering and 
Construction, a troubled 
subsidiary of the Hyundai 
group, secured an emergency 
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rescue package worth 2.9 tril- 
lion won ($2.2 billion) from its 
creditors. There had been fears 
that it might be liquidated in- 
stead. As one condition for the 
deal, the founding family is 
expected to lose its control of 
Hyundai. 


Enron, an American energy 
company, said that its agree- 
ment to sell its Portland Gen- 
eral Electric division to Sierra 
Pacific Resources for $2 billion 
has only a 5% chance of going 
through given the energy crisis 
in California. Sierra Pacific Re- 
sources has been unable to 
sell enough assets to finance 
the deal, and has also been hit 
by rising energy costs. 


Allianz, Germany’s biggest 
insurer, is in talks to buy 
Dresdner, the country’s 
third-biggest bank. Its hope is 
to form a new bancassurance 
giant. Allianz already has a 
21% stake in Dresdner; last 
year it sponsored an abortive 
merger between Dresdner and 
Deutsche, Germany's biggest 
bank. 




















Lloyd’s of London, the in- 
surance market, said that it 
would lose well over £1 billion 
($1.4 billion) in 1999 (it closes 
its accounts three years in ar- 
rears). That is more than the 
£1.06 billion that it lost in 1998. 
It added, however, that these 
two awful years should mark 
the bottom of the cycle. 


Leaked drafts of a government 
report into Robert Max- 
well’s 1991 flotation of Mirror 
Group Newspapers criticised 
the role played by Goldman 





| 


Sachs, an American invest- 
ment bank that sponsored the 
share issue. 


Buying sprees 


Tetra Laval, a Swedish pack- 
aging group, succeeded in its 
€17 billion ($1.6 billion) take- 
over bid for Sidel, a struggling 
French packaging-equipment 
maker. Sidel’s profits fell by 
67% last year, but Tetra Laval 
likes its new technique for 
making plastic bottles. 


ares 


Société Européene des Sat- 
ellites, a Luxembourg satellite 
operator, plans to buy General 
Electric’s satellite unit, GE 
Americom, for $5 billion. GE 
will keep a 25% equity stake in 
the combined company. 


Johnson & Johnson, an 
American consumer health- 
care products company, 
agreed to pay about $12 billion 
in shares for Alza, a Califor- 
nian drug-delivery specialist. 
Analysts questioned whether 
Alza is worth that much, and 
Johnson & Johnson's share 
price fell. 


Investors punished the shares 
of Singapore Telecom after 
it announced plans to buy 
Optus, Australia’s second-larg- 
est telecommunications car- 
rier, from Cable & Wireless for 
up to $8 billion. SingTel offered 
combinations of cash and ` 
shares to Optus’s shareholders. 
SingTel shares fell to a record - 
low, despite the company’s ef- 
forts to buy some of them 
back. 


Easdaq, a struggling Euro- 
pean stock exchange, has 
found a rescuer in the shape 
of America’s Nasdaq. Nasdaq 
said it would spend €7om 
($63m) to buy a 58% stake in 
Easdaq. The acquisition will 
be the American exchange’s 
third attempt to break into 
Europe. In a separate deal, 
Nasdaq sold $240m of its con- 
vertible debt to Hellman & 
Friedman, a buyout firm. 
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| IMF had offered Russia a pre- 





Liffe, a British derivatives ex- 
change, and Nasdaq formed 
a joint venture to develop a 
market in stock futures. Trad- 
ing in single-stock futures will 
become legal in America next 
December. 


No thanks | 


Russia rejected a short-term 
loan facility from the Interna- 
tional Monetary Fund, saying 
that it did not-need the 
money and that it did not 
want to be under the “con- 
stant control” of the mr. The 


cautionary credit facility in ex- 
change for new policies such 
as tightened supervision of the 
banking system. 





British insurers and pension 
funds attacked the directors of 
Royal Bank of Scotland 
for awarding themselves bo- 
nuses worth £2.5m ($3,6m) as a 
reward for winning their take- 
over battle for National West- 
minster Bank. They want a 
promise from the Scots never 
to make’such payments again: | 
George Mathewson, executive 
deputy chairman, said that the 
bonuses would not even give 
him “bragging power ina ~ 
Soho wine bar”. 


Abbott Laboratories, an 
American drug company, an- 
nounced that it will sell two 
of its Arps drugs and its Hiv 
diagnostic test in sub-Saharan 
Africa at cost price. The drugs 
will sell for less. than $1,000, 
about a third of the current 
price. Abbott is the latest in a 
line of drug companies that 
have bowed before public 
pressure to cut Arps drugs 
prices in Africa. 
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Wahid says sorry, up to a 


point 


JAKARTA 


Indonesia’s president remains at risk from parliament 


6G E HAD some modest successes, yet 

he failed to make Indonesia work.” 
That is the verdict on Abdurrahman Wahid 
in Tom Clancy’s latest novel, in which 
America’s special forces are dragged into an 
Indonesian crisis. Nuclear terrorism in the 
Molucca islands seems a little far-fetched, 
even for a writer of military thrillers. But Mr 
Clancy's description of Indonesia in 2005 
seems fair on two counts. Mr Wahid is in- 
deed likely to be just a memory four years 
from now; and Indonesia is likely to remain 
one of the world’s most troubling hotspots. 
So while Mr Wahid faced parliament this 
week to fend off efforts to impeach him, 
many onlookers were asking whether his re- 
moval would improve matters. The par- 
liamentarians, by contrast, concentrated on 
a narrower question: how soon could they 
dump him? 

The answer was, and is, quite soon. That 
is why Mr Wahid, who controls only 10% of 
parliament’s seats, badly needed to change a 
few minds with his speech on March 28th. 
He delivered it in response to a censure mo- 
tion on February ist, the first step in a multi- 
stage process to impeach him, ostensibly 
over a couple of financial scandals. The next 
stage comes at the end of April, when parlia- 
ment is due to consider this week’s response 
and decide whether to issue a second, final, 
warning. By early June it can start to arrange 
a formal session to remove him. That, at 
least, is the official procedure. In their race to 
unseat the president, however, some politi- 
cal factions have simply lapped him, draw- 
ing up a second censure motion even before 
he had responded this week to the first. 

So how did Mr Wahid decide to address 
these hostile parliamentarians? By telling 
them that they were all wrong. Mr Wahid did 
not merely proclaim his innocence of any 
wrongdoing in the two scandals, which in- 
volve embezzlement from a state agency 
and an improper donation from the sultan 
of Brunei. Nor did he waste much breath re- 
butting the circumstantial evidence. Instead, 
he denounced parliament's first censure 
motion as “baseless”. It was, he said, accu- 
rately enough, “the result of a dislike of the 
president or aimed at toppling the presi- 
dent”. He may be less than wise in thinking 
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he can change minds by question- 
ing parliament's authority. 

Mr Wahid has taken such cal- 
culated risks before, using the same 
defective abacus. Early in his presi- 
dency, he likened parliament to a 
kindergarten. Last year, when he 
dismissed two ministers, and then 
accused them of corruption, he re- 
fused to explain himself to parlia- 
ment, and now objects to its efforts 
to question him about the two fi- 
nancial scandals, trotting out con- 
stitutional experts and damning 
the exercise as illegitimate. 

To be fair, Mr Wahid has good 
reason to question parliament's 
motives. Its 500 members clearly 
want to flex their muscles by 
showing that he serves at their pleasure, 
whether the constitution says so or not. 
Moreover, many of them are schemers out to 
weaken whoever is in power, so they can 
continue to plunder the state. Nevertheless, 
they make up Indonesia’s first freely elected 
legislature in over four decades, and many of 
them have real worries about the country’s 
predicament. 

For 17 months they have listened to Mr 
Wahid rattling off promises, while hardly 
anything has been accomplished. Unsold 
banks and industrial assets continue to lan- 
guish in the bank-restructuring agency. The 
currency remains feeble. Loans from the mr 
are on hold, and negotiations stilted. Other 
creditors and potential lenders are watching 
with alarm. Violence is widespread, ner- 
vousness almost universal. The justice sys- 
tem is a joke. Everyone knows that ex-Presi- 
dent Suharto left behind a mess, that 
factional politics are not helping, and that 
the division of powers between parliament 
and the president is disturbingly vague. But 
nobody is talking these days about failures 
of history, parliament or the constitution. 
The talk is of a failure of leadership. 

Mr Wahid’s only hope of survival, there- 
fore, is to persuade enough members of par- 
liament—among them, crucially, the faction 
of his vice-president, Megawati Sukarnopu- 
trithat he will now change his ways. A deal 
to hand more power to Miss Megawati and 
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Defiant Wahid 





bringin a better team is still not unthinkable, 
and many onlookers do not rule it out. But 
Mr Wahid was given a chance to do that last 
August, and blew it. Few members of parlia 
mentnow trust him. This week’s speech was 
one of his few remaining chances to con- 
vince people that he had got the message, 
and would act on it. 

Tosome extent, Mr Wahid seemed to un- 
derstand this. Despite his criticism of the im- 
peachment procedure, much of the speech 
was conciliatory. He was sorry, he said, if 
people thought he had “acted improperly or 
against their liking”. He admitted to being 
“unco-operative” in the past, and offered to 
change. He even said that he now welcomed 
efforts to bring out the facts of the financial 
scandals, while remaining vague about just 
how he would co-operate. 

Parliament’s reaction to the speech, 
however, means much more than what he 
said. Many members did not like it, and were 
clamouring to bring forward the second cen- 
sure vote. Perhaps in an indication of which 
way her party would vote, Miss Megawati 
did not read the speech for him, as she has on 
past occasions, leaving that task to the justice 
minister (Mr Wahid is almost totally blind). 
If it was intended as a sincere break with the 
past, therefore, Mr Wahid’s speech offered 
too little. And whatever he does now may 
prove too late. 
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ASIA 
Malaysia 


Doctor’s orders 


OR all Mahathir Mohamad’s complain- 

ing, the United States has helped his 
country’s economy far more than it has 
helped most others over the past few years. 
Malaysia exports 23% of its GDP to America, 
much of it in electronics. That is one of the 
highest ratios in the world. Those exports, 
along with shipments to the rest of the 
world, have helped to prop up the economy 
during the tough times since 1998, even as Dr 
Mahathir has railed against the evils of 
globalisation. Now, however, the American 
economy is slowing, taking the world econ- 
omy with it. Across East Asia, analysts are 
slashing export-growth forecasts to half of 
last year’s rates, in some cases to less. The 
slowdown will deal Malaysia an especially 
stiff blow, and this week Dr Mahathir said 
what he was planning to do aboutit. 

Unsurprisingly, he intends to dish out a 
large helping of self-sufficiency. On March 
27th, he announced measures worth 3 bil- 
lion ringgit ($789m) to help boost demand. 
They come on top of a 28.8 billion ringgit 
spending plan announced in October. The 
prime minister thinks the combined fiscal 
kick will add more than a percentage point 
to Gpp growth. But will all the money be well 
spent? And what, in these worrying days, is 
Dr Mahathir’s prescription for Malaysia’s 
economic links with the outside world? 

The first question is asked often, and the 
prime minister’s answers have never been 
convincing. Although he will channel some 
of the new money into sensible projects, 
such as schools and social services, he will 
also keep financing misguided infrastruc- 
ture projects, such as the Bakun dam in Bor- 
neo. His government is also under fire for 
bailing out several well-connected compa- 
nies. Three government-linked funds, in- 
cluding the main social-security fund, took 
stakes this month in a telcoms company 
after a feeble public offering. The company’s 
owner had friends in high places. Decisions 
like this continue to hurt Dr Mahathir’s 
popularity, hold back his country and dis- 
appoint foreign investors. 

Dr Mahathir’s approach to those inves- 
tors remains contradictory. This week, along 
with the measures to stimualte the economy, 
he announced a loosening of the regulations 
on foreign equity ownership. He also said he 
would make it easier for foreigners to buy 
property and other assets. Though these are 
welcome changes, their effect will be muted 
by foreign wariness of Malaysia. 

It is not that Malaysia shuns investment. 
Indeed, Dr Mahathir goes out of his way to 
lure foreign companies to his sprawling 1T 
park, which is still largely vacant. He has also 
boasted of Malaysia’s attractiveness to direct 
investors, even as he has excoriated specula- 
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A love-hate relationship 


tors and western economic imperialism. His 
calculation has always been that he can lam- 
bast the West, and its globalising ways, while 
winking at its emissaries and helping them 
to set up shop. 

This provides a useful distraction at 
home, without forestalling the growth Dr 


Mahathir needs to feed the government’s 
patronage machine. That is how things used 
to work, anyway. Most foreign direct invest- 
ment, however, is now going to China, as 
Malaysia is seen to be too similar to its cor- 
rupt neighbours. That will hurt Malay- 
sians—but will Dr Mahathir feel it? 





Pakistan 


Lust for power 


LAHORE 


General Musharraf may be planning to stay in charge indefinitely 


HE octogenarian leader of Pakistan’s Al- 

liance for the Restoration of Democracy 
(ARD), Nawabzada Nasrullah Khan, is a 
happy man. For months he has tried and 
failed to inject some life into the arD, which 
is mainly made up of supporters of the two 
discredited former prime ministers of Pak- 
istan in exile, Nawaz Sharif and Benazir 
Bhutto. Now Pakistan’s self-appointed 
“chief executive”, General Pervez Mushar- 
raf, has lent a hand by banning an arp rally 
in Lahore that had been called for March 
23rd (Pakistan Day), having earlier arrested 
hundreds of suspected would-be protesters 
in midnight swoops across Punjab province. 

The extraordinary lengths to which the 
government went to thwart the rally— 
which was expected to be a tame affair any- 
way since the public remains disenchanted 
with politicians—gave the arD more public- 
ity than it had mustered in the 12 months 
since it was formed. All entry points to the 
proposed site were sealed off by baton- 


wielding police contingents stationed be- 
hind barbed wire. Several politicians were 
expelled from Lahore, and Mr Khan was 
locked up in his bedroom. Since most of the 
people arrested have since been released, 
some have shrugged off the affair as a case of 
“overkill”. But a more sinister explanation 
cannot be ruled out. 

The army is in no mood to brook politi- 
cal dissent. It is busy assembling a network of 
elected local councillors who owe their alle- 
giance not to the main political parties, but to 
the new masters in khaki. Hence the “non- 
party” local elections, which kicked off last 
January and whose second stage was al- 
ready set for March 21st, two days before the 
proposed arp rally. General Musharraf had 
been touring the country exhorting small 
gatherings of influential people everywhere 
to reject “discredited politicians” and dem- 
onstrate support for his plans to devolve 
power to the local or municipal level. “By 
banning the rally, he wanted to send a signal 
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to potential voters that they shouldn’t waste 
their votes on politicians who wouldn't 
amount to anything in any future set-up,” 
says one pundit. 

In recent months, General Musharraf 
has also been partial to the idea of manufac- 
turing a “king’s party” out of Mr Sharif’s 
Muslim League. For weeks, his intelligence 
agencies have combed the lairs of Sharif loy- 
alists across the country, cajoling them into 
supporting anti-Sharif dissidents led by 
Mian Azhar, a former governor of Punjab. 
The big day for Mr Azhar’s “election” as 
president of the Muslim League in place of 
the ousted Mr Sharif was March 25th. This 
may explain why the arp could not be al- 
lowed to go ahead with its rally, which might 
have buttressed support for Mr Sharif. 

Despite its crackdown on the arp, the 
regime was happy to provide the best cricket 
ground in Islamabad for Muslim League dis- 
sidents to hold their public meeting and elect 
Mr Azhar as their new president. The “king's 
party” may be needed, not just to win the 
proposed general election next year, but also 
to advance General Musharraf's plans for 
what happens after that. 

On March 25th, the general coyly admit- 
ted, for the first time since seizing power in 
October 1999, that he had no intention of re- 
tiring as army chief on October 7th this year 
when his term officially comes to an end. 
That presumably means he intends to give 
himself an extension, with an eye to install- 
ing himself one day as president of Pakistan. 
In achat with businessmen some weeks ago, 
he was reported as saying as much. 

There is nothing new in this idea. The 
three other generals who seized power— 
Ayub Khan in 1958, Yahya Khan in 1969 and 
Zia ul Haq in 1977—all ended up as both 
president and army chief. And all presidents 
since Zia have kept the power to sack prime 
ministers and parliaments at will. 





Taiwan 


China again for 
the Kuomintang 


TAIPEI 


NE year after the Kuomintang (KMT) 

lost a bid for Taiwan’s presidency and 
thus suffered its greatest defeat since 1949, 
the man primarily responsible for that blow, 
Lien Chan, was elected unopposed as party 
chairman on March 24th. Mr Lien’s success 
was no surprise, since he has been running 
the party since its previous chairman, Tai- 
wan’s former president, Lee Teng-hui, re- 
signed after Mr Lien’s defeat at the hands of 
the Democratic Progressive Party (DPP). But 
that the xmT’s membership should stick 
with Mr Lien, a man without noticeable 
campaigning skills or popular appeal, shows 
areluctance in the party to face up to reality. 
Rather than question Mr Lien, the party 
faithful have preferred to blame Mr Lee, a 
proven election winner shunned by Mr 
Lien’s campaign team for his attempts to 
move the KmT away from its traditional ide- 
ology of seeking reunification of China. Dur- 
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ing his presidency, Mr Lee had preferred to 
concentrate on developing a brand of Tai- 
wanese nationalism—a step short of push- 
ing for independence, but a step away from 
the long-standing myth that there is just one 
China. 

Since taking over from Mr Lee, Mr Lien 
has in the past year led the party back to its 
roots, much to the bewilderment of com- 
mentators who believed that 12 years of Mr 
Lee had banished the idea of reunification to 
the fringe of Taiwan’s politics. But there is a 
degree of calculation in the kmr’s thinking. 
Since the party is unlikely to capture many 
votes from the ppp, its chief target in the leg- 
islative elections due at the end of this year is 
the People First Party, far smaller, but led by 
the able and popular James Soong. Mr Soong 
is also a committed reunificationist, and the 
KMT seems to be emulating him. 

The Kmr also appears to have a more 
long-term goal. As Taiwan’s ruling party, it 
was handicapped in its dealings with China 
by Mr Lee’s insistence that all contacts and 
negotiations should be on a basis of equality 
between the two central governments, 
something China always refused to accept. 

Now that the km is out of office it can 
talk to Chinese officials as it pleases, as an in- 
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A billion Indians now 





T’S official: there are 


two countries now 
with populations of over 
1 billion. The provisional 
results from India’s cen- 
sus showed this week 
that its population has 
reached 1.03 billion, up 
180m (more than Brazil’s 
entire population) since 
the last census ten years 


Move over, China 
Population forecasts 
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proved education, espe- 
cially for women, plus 
rapidly expanding access 
to information through 
television, even in re- 
mote villages. The im- 
provements are most 
marked in the southern 
states of Tamil Nadu, 
Karnataka and Andhra 
Pradesh, where forward- 





ago, and catching up 


Sources: Indian Census; UN 





looking governments 





with China’s 1.26 billion. 

United Nations forecasts suggest that 
India will overtake China between 2045 
and 2050, when both countries will have 
populations of around 1.5 billion. But 
China manages the welfare of its people 
better: UN figures show that 83% of 
China’s adults are literate compared with 
65% in India, and that infant mortality is 
only 38 deaths per 1,000 live births com- 
pared with 70 in India. 

India’s census results do, however 
contain some good news. The average an- 
nual rate of population growth fell from 
2.1% in the 1980s to 1.9% in the 1990s, while 
literacy, at 65%, rose sharply from the 52% 
of ten years ago, with much of the increase 
to be found among women. 

The improvements are inter-related. 
They have largely been caused by im- 





have opened up local 
economies and improved social services 
faster than in the north. These states are 
catching up with Kerala, traditionally In- 
dia’s most literate state (91%), and are 
drawing further away from the benighted 
northern states of Bihar and Uttar Pra- 
desh. Bihar’s literacy rate is 48%, little over 
half Kerala’s, and its population growth 
rate is increasing. 

Perhaps the most surprising aspect of 
the census is the speed at which India’s 
normally slow-moving bureaucracy has 
managed to produce these statistics. They 
were published this week in a 180-page re- 
port only 25 days after the census date of 
March 1st, which involved 2m enumer- 
ators in 650,000 villages and 5,000 towns. 
If only the Indian government would 
more often move as fast. 
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creasing number of senior party officials 
have been doing. The party’s ambitious goal 
is to hash out a formula for some version of 
reunification acceptable to both China’s 
leaders and Taiwan’s voters. At present, the 
talk is of confederation, probably after a pro- 
tracted period of economic integration. 
Bringing this about will, however, take more 
political skill than the kmr’s leaders have re- 
cently shown. 

For Taiwan’s voters, the kmt’s shift from 
the mildly Taiwanese-nationalist middle of 
the political spectrum to the reunificationist 
edge has left them with a difficult choice. Mr 
Lee has refused to launch a new centrist 
party, which means the ppp—itself once 
seen as a bunch of dangerous pro-indepen- 
dence hot-heads—is now the only party 
holding anything like Mr Lee’s very popular 
attitudes. But the ppp’s performance in office 
has been dire. Taiwanese would like to vote 
according to their economic interests, but do 
not at the same time want to vote for reuni- 
fication with China. At the moment, they 
have little choice. 
= 





South Korea 


Leaving home 


SEOUL 


IKE many South Koreans, Choi Dae Up be- 
lieved that a change of government 
would transform the country after the 
late-1990s Asian crash. But three years after 
Kim Dae Jung became president, after 
spending nearly half a century in opposi- 
tion, the changes that Mr Choi hoped for 
have not happened. He has decided to emi- 
grate to Canada. Tens of thousands of other 
South Koreans, many of them white-collar 
workers in their 30s and 40s, have chosen to 
make their lives elsewhere. Apart from Can- 
ada, favoured destinations are the United 
States and New Zealand. 

Last year, more than 15,000 South Kore- 
ans acquired foreign passports, up by 21% 
from the previous year. In the first two 
months of this year, the number rose by a 
quarter from a year earlier. When Koreans 
living illegally abroad are included, the fig- 
ures are much higher. 

Education is one of the country’s pro- 
blems that bother people such as Mr Choi. 
Teaching used to be a top job. Now teachers 
are poorly paid and their quality is judged to 
have fallen. Many parents pay high fees to 
private tutors to supplement their children’s 
poor schooling. 

But even a good education no longer 
guarantees you a job in Korea. Hundreds of 
thousands of graduates, many of them with 
good degrees, are unemployed. South Ko- 
rea’s official unemployment rate rose to 5% 
in February but the true rate is believed to be 
much higher. The situation may get worse 
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TOKYO 


HESE days the salaryman, workhorse 

of Japan’s economic miracle, is a na- 
tional joke. His company wants to sack 
him. His wife despises him. His children 
laugh at his boring blue suit and his out- 
of-date ways. Among middle-aged Japa- 
nese men recently, suicide rates have 
soared so high that they are making a real 
difference to the profitability of life insur- 
ers. Yet the salaryman may at last be learn- 
ing to smile again. 

The business-book market is one 
guide. Only six months ago, bookshelves 
were groaning with pessimistic titles, pre- 
dicting bond-market crashes, more reces- 
sion, banking crises and assorted other di- 
sasters. Recently, however, optimism has 
been doing rather well, if only of the 
cloud-and-silver-lining sort. Among the 
bestsellers this week, for instance, was 
“The Recommendation of Failure,” a 
book about how to make the best out of 
one’s setbacks. Also doing well is a 
nationalist rant by Shintaro Ishihara, the 
governor of Tokyo, called “The Japan that 
Wins”, and a book by an American self- 
help guru that uses cheese as a metaphor 
for adjusting to change. There is even one 
predicting the return, in 2002, of Japan’s 
boom economy. 

Tokyo’s karaoke bars, meanwhile, are 
cheerier places thanks to a three-boy pop 
phenomenon called Urufuruzu. The 
band’s song, “Ashita ga aru sa” (“There is 
tomorrow”), has become a salaryman an- 





The salaryman’s song 


= 





them, helping its sponsors, Coca-Cola Ja- 
pan, to sell ever larger quantities of 
canned coffee, standard salaryman fuel. 
The song mixes life’s trials with carefree 
cheerfulness. Anyone working for Nissan, 
once proudly Japanese but now run by 
Renault of France, will know all about the 
third verse: 

I've got a new French boss 

Body language doesn’t work 

Here’s achance 

Ishall go back to my studies 

There’s always tomorrow. 

The mood seems to be spreading. The 
stockmarket is up a bit from recent lows. 
Rumours of bank failures subsided, and 
even Yoshiro Mori, the outgoing prime 
minister, had a reasonably good few 
days—at least until a gaffe on Tuesday in- 
volving the Norwegian royal family. Oh 
well, there’s always tomorrow. 
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this year, with real Gpp growth forecast to 
slide to below 4%, having been 8.8% last year. 

On top of that, the country’s national 
health-insurance fund has nearly run out of 
money. Koreans must pay higher premiums 
or the fund will have to get a top-up from the 
state. The fund’s problems appear to stem 
from a government “reform” last year. Doc- 
tors were barred from selling prescribed 
drugs directly to patients. In 


Kim sought to tackle these problems, as well 
as more general grumbles, by shuffling his 
cabinet. He replaced half of his senior minis- 
ters, among them those dealing with health, 
foreign affairs and the eventual unification 
of the two Koreas. His critics see this as a pre- 
lude to more changes ahead of a presidential 
election next year. 

But changing ministers is, by itself, un- 
likely to help the president 





fear of losing much of their 
income, 


went on strike for a few | °° 


Shipping out 
many doctors South Korea, official emigration 


regain his lost popularity. 
The opposition is certainly 
unimpressed: it simply 





days last September, clos- 
ing hospitals and clinics. 
Several deaths were attrib- 
uted to the strike. To ap- 
pease the doctors, the gov- 
ernment let them increase 
their fees for writing pre- 
scriptions for drugs. That, 
along with fraud carried 
out by some doctors, has 





calls him a lame duck. 
™15| Many ordinary Koreans are 
K more seriously disillu- 
14| sioned. One Seoul psycho- 
i analyst says that South Ko- 
f| reans—who became used 
to ever-rising incomes and 
12| jobsecurity during the tiger 
years—are overwhelmed 
| by a sense of helplessness, 


contributed to the deple- 
tion of the insurance fund. 
This week President 
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which drives people such 
as Mr Choi to emigrate. 
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Working out the world 


George Bush’s emerging foreign policy seems colder and sharper than Bill 
Clinton’s, but it isn’t either “hawkish” or “isolationist” 


N THE campaign trail last year, George 

Bush promised a new startin American 
foreign policy after the “squandered oppor- 
tunity” of the Clinton years. The past few 
weeks have given the first indications of 
what he meant. These first signs have made 
quite a lot of people jump. 

On the eve of Vladimir Putin's trip to the 
European Union’s. summit in Stockholm, 
America threw outso Russian spies, without, 
it seems, telling all its allies in advance. This 
followed comments by the defence secre- 
tary that Russia is an “active proliferator” of 
nuclear-missile technology. Immediately 
afterwards, the administration promised to 
receive the foreign minister of the break- 
away republic of Chechnya. This caused 
conniptions in the Kremlin. Russia’s own 
foreign minister has not yet been to Wash- 
ington. 

Next, the head of the Environmental 
Protection Agency described the Kyoto ac- 
cords on climate change as dead, so far as the 
administration is concerned. This followed 
the president's reversal of a campaign pro- 
mise to reduce carbon-dioxide emissions. 
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The administration is now looking at ways to 
withdraw from the accords (which America 
has signed but not ratified). Before that, dur- 
ing a visit by South Korea’s President Kim 
Dae Jung, Mr Bush abruptly challenged Mr 
Kim’s “sunshine policy” towards North Ko- 
rea by claiming that the hermit state had not 
fulfilled the terms of an agreement with 
America over nuclear technology. 

Last, and perhaps most serious of all, the 
administration's relations with China got off 
to a bumpy start when a meeting at the 
White House between the president and 
Qian Qichen, the grey eminence of China’s 
foreign policy, descended into an exchange 
of differences (Taiwan, human rights, missile 
defence), crowding out what they have in 
common (trade, counter-terrorism, weap- 
ons proliferation). China thereupon pro- 
vided an echo.of the Russian espionage case 
by officially branding Gao Zhan, an Amer- 
ica-based Chinese scholar who was arrested 
in China last month, a spy acting for “over- 
seas intelligence agencies”. 

This is widely seen as preliminary spar- 
ring for what has the potential to be the big- 


gest bust-up between China and America 
since 1992, when Mr Bush’s father sold 150 
F~16 aircraft to Taiwan. At some point in the 
next four weeks, the administration is to an- 


_snounce this year’s arms sales to Taiwan. The 


indications are that it intends to go much 
further than the previous administration. 

To many outsiders, the sight of a Bush in + 
the White House (during an economic slow- 
down) scrapping with Russia and China 
over spies and missiles looks like a reversion 
to cold-war hawkishness, with America’ 
confronting communist (or ex-communist) 
rivals and being prepared to ditch multilat- 
eral accords if it wants to. There is something 
in this view. But, before accepting it whole- 
sale, it is worth looking a little closer. These 
events are capable of bearing a different in-. 
terpretation: that of a series of reactions, in 
which a skeleton foreign-policy crew re- 
sponds to happenstance events ina way that 
reveals preferences, but stops short of laying 
outa clear new agenda. 

Take the expulsion of the Russian spies. 
This began with the revelation that an rsi 
counter-intelligence agent, Robert Hanssen, 
was spying for Russia. The Bush administra- 
tion inherited that case from the Clinton ad=. 
ministration; its decision to expel the Rus- 
sians owes something to the fact that the 
evidence happened to come to fruition now, ` 
as well as to Mr Bush’s desire to signal a new 
firmness towards Russia: Similarly, the dis- 
missal of the North Korean accords was 
partly influenced by the administration's . 
annoyance at an earlier statement by South 
Korea and Russia which contained language... 
the administration regarded as critical of its 
wish to have an anti-missile shield. 

In both cases, the broader intent of Mr 
Bush's policy, signalled well in advance, can 
hardly be described as diplomatically objec- 
tionable. At heart, he is insisting on full veri- 
fication of the North Korean accords, and 
demanding that Russia reconsider the 30- 
year-old Anti-Ballistic Missile (apm) 
treaty—a point Russia itself has implicitly 
conceded by making proposals for reforms 
of its own. 

This more modest interpretation of re- 
cent events is a warning against reading too- 
much into the past few weeks. At the mo- 
ment, the “new” foreign policy is largely a 
matter of rhetoric and tone. Tone matters 
more in foreign affairs than any other area of 
policy, but the fact remains that, so far, the 
administration has not yet had to make any 
hard decisions, such as whether to deploy 


force, or which new weapons system to buy = 


or sell. The first decision of that sort comes 
next month over Taiwan. 
Atthe moment, itis notclear whether the 
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rhetoric is really a negotiating ploy, in which 
the administration blusters in order to build 
credibility and extract maximum conces- 
sions when the time comes to negotiate, or 
whether it wants to change international re- 
lations in some fundamental way. Bear in 
mind that ideology seldom triumphs over 
pragmatism at the crunch (though Ronald 
Reagan did not quite fit that pattern). 

Still, the uncertain direction of policy 
matters because a split between pragmatists 
and ideologues may indeed be opening up 
in the administration. The clashes have ech- 
oesof an earlier and long-lasting division be- 
tween Cap Weinberger and George Schultz, 
Mr Reagan's secretaries of defence and state. 
This is a reminder that, when such differ- 
ences appear, they tend to run deep, 

On the one side stands Colin Powell, the 
secretary of state. Before Mr Bush’s criticism 
of “engagement” with North Korea, Mr Pow- 
ell had said he would continue with that 
policy. Mr Powell has also supported the 
European Union’s plans to set up a Euro- 
pean rapid-reaction force. And he has been 
seeking to change American policy towards 
Iraq by trying to unite the fractured Gulf war 
coalition behind a new sanctions regime, 
which would reduce economic sanctions in 
exchange for toughening the control of ex- 
ports with military uses. 

On the other side stand Donald Rums- 
feld, the secretary of defence, and his deputy, 
Paul Wolfowitz. Mr Rumsfeld is more scepti- 
cal than Mr Powell of the Europeans’ mili- 
tary ideas (which he fears might damage 
NATO), and Mr Wolfowitz is openly dismis- 
sive of the efficacy of any Iraqi sanctions re- 
gime. He wants to undermine Saddam Hus- 
sein by aiding the Iraqi opposition, a policy 
that contradicts Mr Powell’s attempts to 
patch together the Gulf war coalition, most 
of whose members oppose the idea of trying 
tooverthrow Mr Hussein. 

The split between the two sides is real, 
and is repeated in the second tier of appoint- 
ments at State and Defence. But at the mo- 
ment it seems toexist more at the level of tac- 
tics than of strategy. Messrs Powell and 
Rumsfeld have lunch together every week 
with the third member of the Bush foreign 
policy team, Condoleezza Rice, the national 
security adviser. The three have a daily tele- 
phone chat at 7.15am. It is too soon to con- 
clude that their tactical differences reflect a 
fundamental disagreement between those 
who want to manage the world and those 
who want to transform it. 

One explanation for the divisions, there- 
fore, is an institutional one. Mr Powell is the 
only one of the three whose job routinely re- 
quires him to take notice of what the rest of 
the world thinks about America’s emerging 
policies. His differences with others may 
partly reflect the unease felt by outsiders, es- 
pecially some Europeans, over what they see 
as a shift in American priorities that brings 
problems for their own foreign-policy ideas. 
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So what is that change in priorities, and 
are Europeans right to worry about it? Part of 
the answer lies in those headline-grabbing 
confrontations with Russia, China and the 
Koreas. But the bigger part lies below the sur- 
face. 

The arguments with China and Russia 
look comparable but hide a big dissimilarity. 
To put it crudely, the administration is pre- 
pared to disagree with Russia because it 
thinks it hardly matters. It wants to confront 
China because it thinks it matters a lot. This 
difference could lead to a profound shift in 
the focus of American policy away from 
Russia, and by extension Europe, towards 
China, and by extension Asia. Support for 
this possibility comes from the defence re- 
view commissioned by Mr Rumsfeld from 
Andrew Marshall at the Pentagon. Leaked 
accounts of the review, presented to the 
president last week, suggest that he wants 
American military policy to focus more on 
the Pacific, implying a substantial change in 
troop dispositions and the sort of weapons 
America deploys. 

Next, there is evidence that the adminis- 
tration is adopting a policy which might be 
dubbed “parallel unilateralism”—a willing- 
hess to go along with international accords, 
but only so far as they suit America, which is 
prepared to conduct policy outside their 
constraints. The administration’s desire to 
pulloutof the Kyoto accords and apply envi- 
ronmental restrictions of its own is one ex- 
ample. Its willingness to ignore the ABM 
treaty if it cannot be renegotiated is another. 
In addition, some State Department officials 
talk of the biological-weapons protocol as 
effectively dead. And the treasury secretary, 
Paul O'Neill, has been dismissive of Ameri- 
can participation in multilateral aid efforts. 

Last but not least, there are clear signs 
that the administration is fulfilling its cam- 
paign promise to be more selective about 
where to engage its troops and its attention. 
The conflict in Macedonia is a perfect exam- 
ple. No senior American official has been to 
Skopje. The ev’s foreign-affairs chief, Javier 
Solana, has been there four times, and the 
German foreign minister once. This is the 
first time since the wars of the Yugoslav suc- 
cession began that a big Balkan initiative has 
had no serious American involvement. A 
similar refusal to use American power to 
shapea regional conflict can be seen in Israel, 
where Mr Bush has pulled back from Mr 
Clinton’s fruitless peacemaking. 

At the moment, Mr Bush is not con- 
centrating on foreign affairs. His attention is 
on the tax cut. The big decisions come later. 
But if early signs are anything to go by, anew 
policy is emerging which, if not exactly 
hawkish in the pugnacious sense, is more 
unilateralist than outsiders are accustomed 
to, stepping away from multilateral and re- 
gional entanglements that are deemed mar- 
ginal to America’s own security needs. 








California's electricity 
Shocked 


LOS ANGELES 


T WAS inevitable, and now the day has 

come: Californians are going to pay more 
for power. On March 27th the state’s Public 
Utility Commission (Puc) approved an im- 
mediate increase in the rates that the utili- 
ties, which it oversees, are allowed to charge 
their customers for electricity. 

Under the hopeless old system, whole- 
sale suppliers could charge utilities what- 
ever the market would bear, but the utilities 
were banned from putting up retail rates for 
their customers. Result: the two largest utili- 
ties, Pacific Gas & Electric, which serves 
mainly northern California, and Southern 
California Edison, have run up debts of over 
$14 billion since the beginning of this year 
and are close to bankruptcy. 

The puc’s decision will allow paar and 





SCE to raise prices by up to 46% and 42% re- 
spectively, including a 10% “temporary” in- 
crease imposed in February that will now 
become permanent. These increases will be 
tilted towards larger customers. Around 45% 
of customers, including households with the 
smallest bills, will see no rate rise, but many 
businesses will pay at the full new rate. 

The price increases will raise around $5 
billion a year for the utilities. This will go to- 
wards repaying an issue of $12 billion of 
bonds, which the puc approved when it put 
the price up. The sale of these bonds will re- 
duce the drain on the state’s coffers, cur- 
rently about $50m a day, of buying power on 
behalf of the penniless utilities. 

Complicated questions remain. Califor- 
nia is still negotiating long-term contracts to 
buy power. The utilities’ bills remain unpaid, 
including some to independent power gen- 
erators within California. One of the ironies 
of the power crisisis that, instead of profiting 
from increased prices, small generators that 
use renewable sources of energy such as the 
wind and the sun have been driven almost 
to collapse by the failure of the utilities to 
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pay them. 

The underlying problems of inflated 
wholesale prices and shortages of supply 
also remain unsolved. In the week before the 
price-rise announcement, there were two 
days of power cuts; these can hurt the state's 
economy more than increased rates. Three 
new small power stations should be work- 
ing by the summer, but not until 2003 will 
enough new capacity have been added to 
the system to eliminate the risk. 

The governor of California, Gray Davis, 
with an election coming up next year, had 
promised repeatedly that he would not al- 





Migration 





low prices to rise. He called the puc’s an- 
nouncement premature, and claimed to 
have had no knowledge of it. This seems dis- 
ingenuous. He appointed three of the com- 
mission’s five members, and has always 
boasted in the past that he expected his ap- 
pointees (and even the state legislature) to re- 
flect his wishes. 

For the moment, his blame-shifting has 
worked, and the puc is taking the flak for 
higher prices. It is also, however, winning 
praise from longer-sighted politicians and 
businessmen. This suggests that Mr Davis 
ought to have been bolder—a long time ago. 
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The uses of strangers 


WASHINGTON, OC 


People are coming to America at a faster rate than ever. Our first piece asks 
whether they are a boon or a burden; a second looks at guest-workers 


HE church of the Sacred Heart, in a 

scruffy corner of Washington, pc, offers 
services in English, Vietnamese and Haitian, 
depending on which day you arrive. On a re- 
cent spring morning it was thronged with 
another group: illegal migrants from El Sal- 
vador. At a dozen tables, volunteers helped 
them to complete forms for temporary-pro- 
tection status in the United States, and for 
work permits. Since two earthquakes devas- 
tated their country earlier this year, Salva- 
dorans have been given special rights to stay. 

The reason? Hard-nosed economics. 
Both the American and the Salvadoran gov- 
ernments think it is better to encourage re- 
covery by letting all the 1m-plus Salvadorans 
in America work and send money home to 
their families than to spend tax dollars on 
aid. One man waiting in line, who smuggled 
himself into America in 1997, says he arrived 
with only $25 in his pocket. Now, working as 
a butcher, he can send $200 a month to his 
wife and children in rural El Salvador. If he 


You may not want him, but you need him 


could work legally, and so get higher wages, 
he would send more. “If with work, it is no 
problem,” he explains with a grin. 

Tens of thousands of Salvadorans in the 
pc area would agree. So would an estimated 
um illegal immigrants across the country. 
For Central America as a whole, such remit- 
tances (mostly from the United States) have 
grown by 26% a year and were thought to be 
worth $8 billion in 2000 by the Inter-Ameri- 
can Dialogue, a think-tank based in Wash- 
ington. Around the world, roughly $100 bil- 
lion is sent home in this way each year, vastly 
more than is spent on aid. Countries that ex- 
port migrants get a good deal. 

But what about the chief importer, the 
United States? The recent census showed the 
country’s population growing rapidly be- 
cause of migration, mainly of Latinos. Ex- 
perts agree that migration to America, now 
at roughly 1m people a year, has been faster 
in the past decade than ever before. The mi- 
grant share of the population nearly 
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matches the era of the “great migration” a 
century ago. 

The impact seems broadly good. Mi- 
grants do not increase America’s (low) un- 
employment figures, partly because they 
cannot claim welfare. But they contribute to 
the workforce. According to the Economic 
Policy Institute, the immigrant share of 
America’s labour force has grown from 7% in 
1979 to 10% in 1988 and is expected to be 
nearly 15% by 2005. Those figures were calcu- 
lated before the new census figures were an- 
nounced, so the real onescould be higher. — 

It also seems that migrants meet real 
needs, and do not push Americans aside. $u- 
san Martin of Georgetown University says 
they are either much less skilled, or much 
more, than the average American, and can; 
solve labour shortages in specific industries. 
Although sugar-cane harvesting and grape- 
growing could now be done largely by 
machine, many farmers find it cheaper to 
hire foreign hands for the season. 

Inhigher-skilled industries, such as soft- 
ware companies, demand for migrant work- 
ers—especially from Asia~-has also been re- 
markably high. Microsoft has said that 
tighter restrictions on migrant labour might 
make it shift some of its operations to Asia. 
The annual allotment of 200,000 or so 
temporary visas for top-end jobs is usually 
filled only six months into the year, says Ms 
Martin. In an economic downturn, low- 
skilled migrants may be the first to lose their 
jobs, but the high-skilled ones should sur- 
vive, she says. 

All this is evidence that migrants can be 
useful to the economy. But it is not conclu- 
sive. Although skilled labour is undoubtedly 
a boon, and cheap and willing labour helps 
productivity, alternatives could be better 
yet. Without migrants some businesses, €s- 
pecially farming, could have become more 
productive through mechanisation. Others 
could have done better by moving their op- 
erations abroad, where a wider pool of la- 
bour is available. 

Weighing up the advantages of immi- 
grant labour against the cost of supplying 
services to migrants is not easy. Many mi- 
grants work in the black economy; their 
communities provide a surrogate welfare 
system, and some earnings are sent abroad. 
One recent study by the National Academy 
of Sciences estimated that, in all, migrants 
make a net contribution to the economy of 
fio billion. This is an almost negligible 
amount, but still on the plus side. 

The trouble is that costs and benefits are 
not shared out equally. Most taxes paid by 
new immigrants go to the federal coffers, but 
most of the services they claim (such as 
schooling) come from states’ purses. In Cali- 
fornia, says Ms Martin, the arrival of badly 
educated migrants costs each native Califor- 
nian household $1,200 a year. New migrants 
find it particularly hard to improve their lot, 
especially if there are more foreigners right 
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on their heels. But, over time, they tend to get 
wealthier and pay more taxes, thus becom- 
ing net contributors. One estimate suggests 
the average migrant pays $80,000 to the 
American government in his lifetime, and as 
much as $250,000 if he went to college. 

Such guesses are rough and ready, but 
they suggest that migrants, especially edu- 
cated ones, are more likely to help the econ- 
omy than to drag it down. “Overall, the 
weight of the evidence is that it has been a 
major boon to the economy to have such a 
supply of labour at many levels,” says Ale- 
jandro Portes of Princeton University. And if 
remittances keep flowing to countries south 
of the border, economic growth will be bol- 
stered. In Mexico, where investment from 
the United States is flooding in, more new 
jobs may eventually be created than new 
workers, and migrants may stop flowing 
north. Then what will the United States do? 
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Migration (2) 


Be my guest 


SAN FRANCISCO 


EGARDLESS of your views on immigra- 
tion, 3m Mexicans, working in the Un- 
ited States without proper visas or permits, 
represent a considerable challenge to the 
law. Thanks to the arrival in power of George 
Bush and Vicente Fox, the law for these 
“guest-workers” may be about to change. 
The lush orchards and market gardens of 
California have long depended on Mexican 
labour. At times in the past these workers 
have come in with the official blessing of 
federal rules regulating migrant labour, no- 
tably the bracero programme for temporary 
farm workers from 1943 to 1964. Since then, 
illegal aliens have worked fairly openly. 
Now a push is under way to bring such 
labour once again under federal regulation, 
In January, with Mr Bush’s backing, Senator 
Phil Gramm of Texas led an American dele- 
gation to meet Mr Fox. They discussed a new 
category of visa that would allow Mexicans 
to work for up to a year in agricultural or ser- 
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vice-industry jobs in America. Acommittee, 
including both countries’ secretaries of state, 
is now working on the idea. 

There is also talk of allowing Mexicans 
already working in America to apply for the 
permits under an amnesty. This is some- 
thing that Mr Bush and Mr Gramm are ner- 
vous about. But it may be necessary in order 
to appease American trade unions, which 
have successfully beaten back proposed 
guest-worker programmes in Congress on 
the ground that they would bring in new 
competition without doing anything about 
existing cheap labour. 

From Mr Fox’s point of view, such a 
scheme also offers Mexico a chance to hang 
on to more of its human capital. Mexicans 
working in America already send at least $6 
billion a year back to their families. But the il- 
legal ones tend to stay in America—not least 
because, if they return, they are much more 
likely to get caught. A formal guest-worker 
programme would mean that more came 
home with their skills and money. 

Mr Fox has made it clear that they will be 
welcome when they do. On a recent trip to 
California, where 40% of illegal immigrants 
live, he told a cheering audience of farm 
workers in the Central Valley that Mexicans 
working in America were “heroes”. Hoping 
the compliment would be returned, he also 
promised to give them the right to vote by 
absentee ballot in the Mexican elections due 
in 2003. At the same time, Mr Fox implied 
that they should also be seen as honorary 
Californians. He urged the University of 
Califomia to admit undocumented immi- 
grant students who have attended high 
school in the state for several years at the 
same fees it charges Californians, rather 
than at the much higher fees outsiders pay. 

The amnesty proposal sits well with two 
other Latino campaigns: for better treatment 
of illegals, who are often exploited, and for 
compensation for the original braceros (lit- 
erally, people who work with their arms, 
brazos in Spanish). The bracero programme 
was originally set up to provide workers to 
fill the places in the fields and on the railway 
lines previously occupied by Americans 
who had gone to war, but ran on to bring in 
about 5m Mexicans. It was wound up after 
reports of abuse of braceros by farmers. 

That abuse, some now claim, did not end 
when the workers returned to. Mexico. Both 
the Mexican government, and a Los Angeles 
law firm that has launched a class-action 
suit against the American government on 
the braceros’ behalf, say the guest-workers 
are still owed money. A tenth of the braceros’ 
wages was deducted by the American gov- 
ernment, supposedly to go into savings ac- 
counts for them in Mexico. These nest-eggs 
were supposed to be an incentive to return to 
Mexico at the end of the programme. 

Most of the braceros never collected 
their savings. Some were never told about 
the programme. In other cases, the money 





disappeared. Estimates of the total current 
value of the deductions vary widely, but it 
will run into hundreds of millions of dollars. 
Mr Bush’s people are keeping mum on 
the subject. But the gains from sorting out the 
bracero mess, setting up a guest-worker pro- 
gramme and cementing his relationship 
with Mr Fox could be huge: not least among 
Latino voters, who have never quite taken to 
him nationally as they have in Texas. 
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Unemployment 


Flawed figures 


ERE all those groans about an Ameri- 

can recession a false alarm? After fall- 
ing sharply for several months, the Confer- 
ence Board’s consumer-confidence index 
unexpectedly jumped in March. Consumer 
spending accounts for two-thirds of GDP; so, 
if households remain relatively confident, a 
recession is unlikely. But monthly changes in 
consumer confidence have often been unre- 
liable leading indicators of spending. More- 
over, the main reason given for the rebound 
in confidence is that unemployment still re- 
mains low. That may not last. 

It is true that headline unemployment 
remains at 4.2% of the labour force, only a 
touch higher than its low point of 3.9% last 
October. Official figures also show that em- 
ployment has been rising at a brisker pace 
this year than in 2000. However, John 
Youngdahl, an economist at Goldman Sachs, 
aninvestment bank, suspects that America’s 
jobs market has already deteriorated by 
more than the headline figures suggest. 

Mr Youngdahl believes that the widely 
followed monthly unemployment numbers 
may currently be misleading. One reason is 
that labour-force growth has been unusu- 
ally weak this year: the number of people 
working or actively seeking work has in- 
creased at its slowest pace for more than five 
years. This has helped to suppress the unem- 
ployment rate. 

A second factor is that there has been a 
steep decline in average hours worked. So 
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far, employers have resisted job cuts and in- 
stead trimmed costs by shortening the work- 
ing week. But if their sales remain weak, lay- 
offs will surely jump. And, third, the increase 
in employment may have been inflated by 
some questionable assumptions. The De- 
partment of Labour assumes that hiring by 
small firms (which are excluded from its sur- 
vey) has barely changed over the past year. 
That seems odd, given the sharp slowdown 
in business activity. 

An alternative measure of joblessness— 
claims for unemployment insurance—has 
soared. Weekly initial jobless claims have 
risen from a low of 262,000 in April 2000 to 
almost 380,000 in recent weeks. Previous in- 
creases of this size have almost always been 
followed by recession. This is only the ninth 
time since 1967 that jobless claims have risen 
by 100,000 or more ina year. During the eight 
previous episodes, the headline unemploy- 
ment rate rose over the same period by an 
average of one percentage point. Today's 
jobless rate therefore looks a bit fishy. 

Further evidence of a weakening labour 
market is a survey of employers’ hiring plans 
by Manpower, a temporary-employment 
agency. Companies’ net hiring intentions for 
the second quarter of this year have plunged 
toa four-year low. This is the second-biggest 
quarterly fall in the index’s 25-year history. 

One conclusion from all this is that un- 
employment could spurt over the next few 
months. If so,expect consumer confidence— 
and spending—to take another dive. 
ál = = 





Virginia 


How not to cut 
taxes 


RICHMOND 


AMES GILMORE of Virginia, the man 

President Bush picked to be the Republi- 

cans’ national chairman, talks a lot about 
broadening the party’s base. To judge by 
what is happening in Virginia these days, he 
doesn’t seem too skilled at it himself. 

MrGilmore,a former prosecutor with an 
instinct for the jugular, has only one term in 
which to make his mark. Four years ago, he 
was elected in a landslide on a promise to do 
away with the much-loathed annual tax on 
personal motor vehicles (a promise later im- 
itated across the country). Virginia is now 
covered with sprawling suburbs; everyone, 
Mr Gilmore argued, needs a car, and work- 
ing families could not afford to pay a tax that 
ran, in some counties and cities, to $1,000 or 
more a year. Not only would the tax be abol- 
ished, but taxpayers would get refunds. 

In 1998, the Republican-controlled legis- 
lature happily voted to phase out the tax. 
Some of them wondered how Virginia 
would afford both the refunds, and the ser- 
vices and programmes that were partly paid 
for out of the car tax; but, at that stage, politi- 
cians expected economic growth far into the 
future. The state would probably have ample 
funds to cover a phase-out that would cost, 
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said Mr Gilmore, $621m over five years. 

Unfortunately, the price of the pro- 
gramme quickly doubled to $1.2 billion, as 
Virginians bought pricier vehicles to qualify 
for the maximum refund. And the cost 
peaked in the last half of 2000, just as the 
economy skidded to a standstill. By that 
point, Mr Gilmore found there was a $421m 
hole in the budget. He cannot run a deficit: 
state law does not allow it. 

Mr Gilmore had promised, in 1997, that 
he would slow down the pace of the car-tax 
refunds if the economy slowed. He seemed 
to forget that; instead, he ploughed on with 
the refunds, and asked at the same time for 
spending cuts. The Senate and the House 
failed to agree on the amount of the refunds; 
an impasse ensued. By March 27th the bud- 
get deadline loomed, with no budget, and 
thousands of state workers and teachers 
were without the pay rises the legislature 
had already promised them. 

At the last minute, Mr Gilmore managed 
a magic trick. He declared (as the governor 
can) that the Virginia Retirement System was 
overfunded and could reduce its rates. This 
would save state and local governments 
$125m in contributions, and the money 
would be spent on the promised pay rises. 
With this book-keeping fiddle, Virginians 
can get their refunds and their pay rises too. 

Ingenious as that may be, Mr Gilmore is 
still widely thought to have made a mess of 
things: an awkward start to a career in na- 
tional politics. 
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What's your poison? 


NEW YORK 


MERICANS are walking chemistry kits 

of odd compounds picked up from 

the environment, says a report issued this 

month by Centres for Disease Control and 

Prevention (cpc). In the first large-scale 

study of its kind, cpc tested people for ex- 

posure to chemicals directly, by analysing 

their urine and blood samples, instead of 

merely inferring the presence of chemicals 
from tests of soil, water or air. 

Some of the news was good. Two sub- 
stances for which previous data were 
available—lead and cotinine—showed de- 
creases. Lead, long known to be poisonous 
in high doses, has dropped by 25% among 
children under the age of five in the past 
five years. Levels of cotinine, a breakdown 
product of nicotine that tracks exposure to 
cigarette smoke in non-smokers, has 
dropped by 75% in the past decade. 

The rest of the news was neutral. Most 
of the 27 substances charted by this report 
had never been measured before, so this 
year’s chemical profile will be the starting- 
point against which coc will track future 





trends. But simply knowing that a chemi- 
calis present in the body is not enough: sci- 
entists must also discover if and when the 
chemical reaches dangerous quantities. 
Take phthalates, a family of compounds, 
widely used in plastics, soaps, cosmetics 
and perfumes, which cause birth defects in 
rats at high doses. At least two of the 
phthalates, per and DBP, 
were present in humans in 
surprisingly large amounts. 
But working out whether this 
is good or bad in those con- 
centrations will take years of 
research. 

So far, the report says 
more about the burgeoning 
capabilities of analytical 
chemists than it does about 
the health of Americans. Its 
real value will emerge in the 
next few years, as CDC CON- 
firms its findings. It will also 


people at particularly high risk, such as 
pregnant women or small children. 

Whether the politicians will do any- 
thing is another question. Scientists al- 
ready know, for example, that arsenic- 
laced water causes cancers of the skin, liver 
and lungs. According to a 1996 report from 
the National Academy of Sciences, the 
drinking-water allowance of 50 parts per 
billion in the United States was too high. In 
the rule-making flurry of his last days in of- 
fice, President Bill Clinton cut the amount 
of arsenic allowed to ten 
parts per billion, which 
would have brought Amer- 
ica into line with the stan- 
dards of the European Un- 
ion and the World Health 
Organisation. Last week, 
however, the Bush admin- 
istration overturned that 
decision, saying “further 
study” was needed. 

So, even when cpc 
works out which com- 
pounds are dangerous and 
which are not, its concerns 





extend the scope of its sam- 
pling so that it can protect 





Arsenic-water 


may fall on deaf ears. Toast 
its efforts—but with Evian. 
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The caveman cometh 


NYBODY who wants to understand George Bush’s Washing- 

ton ought to wangle an invitation to the Wednesday meeting 

of Americans for Tax Reform. The meeting not only proves that 

Hillary Clinton was right about the existence of a vast right-wing 

conspiracy. It suggests that the conspiracy has finally captured the 
White House. 

Back in January, everyone assumed that Bush Two would bea 
remake of Bush One. Hadn't half the cabinet served under Poppy? 
And isn’t compassionate conservatism just a remake of kinder, 
gentler conservatism? No. As it turns out, the new Bush adminis- 
tration could end up more right-wing than Ronald Reagan’s. 

Mr Bush has adopted decidedly hard-line positions on a 
growing number of issues, including pollution, workplace regula- 
tion and, most important of all, 
taxation. He has also loaded his 
administration with true believers 
from places like the Heritage Foun- 
dation, Pat Robertson’s Regent 
University and the Weekly Stan- 
dard. 

Mr Reagan had no more thana 
handful of fellow-travellers in se- 
nior positions (most of the Reaga- 
nites were aspiring youths in rela- 
tively junior jobs). Mr Bush has 
right-wingers at every level of his 
administration, with particular 
concentrations in the vice-presi- 
dent’s office, the Office of Manage- 
ment and Budget, the Justice De- 
partment and the White House 
counsel’s office. The result is that 
groups like the Wednesday meet- 
ing have moved to the centre of American politics. 

The impresario of the meeting is a bearded market-Leninist 
who has been a stalwart of the movement for more than 20 years. 
Grover Norquist is a man in constant motion. He fiddles with his 
pens. He punches holes in bits of paper. He bounces around his of- 
fice on a large rubber ball. But ideologically he is solid as a rock. 
Ever since he read Whittaker Chambers in his teens he has de- 
voted his life to a single cause: getting the government off the backs 
of the people. 

Mr Norquist was a lonely figure in the radicalised Harvard of 
the 1970s. (He once silenced an editorial meeting of the’ Harvard 
Crimson, in which the assembled prep-school revolutionaries 
were waffling on about the virtues of the armed struggle, by asking 
whether anyone present owned a gun. “Well, I do,” he said, “and 
my friends do.”) He first came to Washington in 1978 to help take 


` the Californian tax revolt nationwide, and he has been a political 


activist ever since, apart from a couple of years back in Harvard to 
get an MBA. 

During the Reagan years he made frequent forays into Africa 
to fight the spread ofcommunism. When notin the field, he some- 
times came to work dressed in battle fatigues and carrying a brief- 
case with a bumper-sticker proclaiming, “Td rather be killing 
commies.” But his most lasting legacy is keeping the war on taxes 
at the heart of the Republican agenda. He persuaded hundreds of 
elected officials to sign his pledge never to raise taxes. Mr Norquist 
believes that the Republican Party is essentially a “leave us alone” 
coalition, an alliance of people who mostly want to get govern- 
ment out of their lives. He treats Republicans who do not agree 
with that premise as little more than heretics. This is not so much 








compassionate conservatism as caveman conservatism. 

If Mr Bush is helping to advance the conservatives’ agenda, 
they are helping to sell Mr Bush’s policies in the country at large. 
Americans for Tax Reform is one of the most powerful grass-roots 
organisations in the Republican coalition, acombination of nerve- 
centre and morale-booster. Every week it attracts an extraordi- 
nary range of conservative ideologues, And every week it leaves 
them pumped up and ready to fight the forces of darkness. 

Itis now throwing its resources behind Mr Bush’s tax cut. The 
organisation is a master of such long-established communication 
techniques as direct mailing, phone-banking and talk radio. Mr 
Norquist is introducing two new devices. He is encouraging Re- 
publican legislatures to pass motions urging their Washington rep- 
resentatives to vote in favour of 
lower taxes, a particularly effec- 
tive strategy in states with 
Democratic congressmen. He is 
also encouraging the heads of 
big companies to be more active 
in demanding tax cuts and free 
trade. 

Isthislovey-dovey relation- | 
ship too good to be true? It is 
possible that the right-wing co- 
alition will eventually fall apart. 
Free-marketeers and social con- 
servatives may find it harder to 
put their philosophical differ- 
ences aside now they are in 
power than when they were an 
unlikely combination in the 
fight against Clintonism. And 
George Bush may start to worry 

about looking like a prisoner of extremists. 

Mr Norquist argues that tidy-minded outsiders exaggerate the 
tensions between various right-wing sects. Right-wingers have 
learned to bury their philosophical differences for the sake of the 
collective good: free-marketeers support social conservatives over 
abortion in return for their support over tax cuts. They have also 
learned to like each other. They get together for meals and drinks. 
Every year they assemble for a Dark Ages Weekend, the conserva- 
tive response to the liberal establishment’s annual new-year gab- 
fest, the Renaissance Weekend. (Group hugs are banned, and hard 
liquor encouraged.) 

Mr Bush has also proved remarkably adept at dodging the 
charge of extremism. This Texan has an instinctive grasp of the pol- 
itics of triangulation—providing his core constituents with the red 
meat they crave on matters like taxation while simultaneously 
mollifying wetter folk (and marginalising liberal activists) by pur- 
suing a moderate agenda on key social issues. Mr Bush’s education 
package might easily have been put together by a Democrat, and 
his top people are more ethnically diverse than Bill Clinton’s. 

This is not to say that associating with people who decorate 
their offices with pictures of themselves wielding semi-automatic 
weapons is free of risks. Mr Norquist shocked many fellow Re- 
publicans a few years ago when he organised a meeting to torpedo 
a possible presidential run by Mr Powell. He raised many an eye- 
brow when it was revealed that he was a lobbyist on behalf of the 
Seychelles, a place with a less-than-perfect record of democracy. 
But young George learned one important lesson from his father’s 
presidency. There is only one thing more dangerous than associat- 
ing with the vast right-wing conspiracy. That is to ignore it. 
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Another blow to Mercosur 


SAO PAULO 


A decade after it was created, South America’s largest trade 


block is losing direction 


N MARCH 26th, a small and rather sad 

ceremony took place outside Merco- 
sur’s headquarters, housed in a former hotel 
in Uruguay’s capital, Montevideo. A few of- 
ficials gathered in autumn drizzle to raise the 
trade block’s flag to commemorate the tenth 
anniversary of its founding treaty. None of 
the leaders of the member states turned up. 
Even Uruguay’s president, Jorge Batlle, felt 
unable to travel the five kilometres from his 
office to take part. 

The absence of wild partying was under- 
standable. Though trade between Merco- 
sur’s members—Argentina, Brazil, Paraguay 
and Uruguay—has quadrupled since its cre- 
ation, it has fallen since 1998 and amounts to 
only around a fifth of their total trade (see 
chart). More worryingly, not only are the 
group’s members failing to agree on a com- 
mon agenda, but they are striking out in dif- 
ferent directions. 

Most trade within the block is now ta- 
riff-free, though skeins of red tape and a 
heap of non-tariff barriers still remain. But 
Mercosur has always aspired to be more 
than a mere free-trade area: it claims to be a 
customs union, with a common external ta- 
riff. The claim is still unpersuasive. 

The latest blow came this month from 
crisis-hit Argentina. It wants to suspend 
Mercosur’s tariff so it can abolish import du- 
ties on capital equipment while raising those 
on consumer goods to 35%-~both currently 
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average 14%—in the hope that this will boost 
growth (see next story). 

Brazil has reluctantly agreed to suspend 
the customs union, butonly “temporarily” — 
long enough, in other words, to let Argentina 
try to pull itself back from a debt default. But 
Domingo Cavallo, Argentina’s new econ- 
omy minister, has talked (though not pub- 
licly) of Mercosur scrapping its customs un- 
ion, and becoming simply a free-trade area. 
At least, says an Argentine official, his gov- 
emment wants in future to apply the com- 
mon tariff only toa restricted range of goods. 

Uruguay has hinted that it might sup- 
port, or even follow, such measures. Like Ar- 
gentina, it is suffering a long recession. It 
shares Argentina’s view that its troubles 
have been worsened by Brazil’s insistence on 
relatively high common tariffs on capital 
goods, to protect its own equipment makers. 

Mercosur has not managed to keep a 
common front in trade talks with outsiders, 
as acustoms union is supposed todo. Argen- 
tina and Brazil have held separate talks both 
with the Andean countries and with Mexico. 
A bigger challenge involves the 34~country 
talks for a proposed Free-Trade Area of the 
Americas (FTAA). These are now reaching an 
important stage: a meeting of trade ministers 
in Buenos Aires next month is due to reach 
agreement on a draft text, in preparation for 
a gathering of presidents at the end of April 
in Quebec. 


Destination of Mercosur exports 
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So far Mercosur has stuck together in 
these talks, as it has in others with the Euro- 
pean Union. But Chile has broken ranks. It is. 
an associate member of Mercosur. It has a 
free-trade deal with the block, but is not part 
of the supposed customs union. Having an- 
nounced last year that it would seek full 
membership, in November it suddenly be- 
gan bilateral free-trade talks with the United 
States. That irritated Brazil, which hoped to 
assemble a united South American negotiat- 
ing block for the rraa talks. Uruguay’s for- 
eign minister recently hinted that his coun- 
try might follow Chile in seeking its own deal 
with the United States. 

The disarray of the customs union has 
gone hand-in-hand with a lack of progress 
in deepening Mercosur by achieving com- 
mon policies towards trade among mem- 
bers. In April 2000, the Mercosur presidents 
said they were “relaunching” the project. 
They have made modest progress. They 
agreed to harmonise their economic statis- 
tics and set common targets for such things 
as inflation and public debt. They signed a 
deal, after years of arguing, that will bring 
cars into the Mercosur agreement by 2006— 
though sugar, another contentious item, re- 
mains outside it. 

But the group has failed to agree on a 
common policy on “anti-dumping” actions. 
And a long list of other aims remain unful- 
filled, as they have for several years. They in- 
clude getting rid of non-tariff barriers (eg, by 
harmonising food-safety rules) and allow- 
ing free trade in services and government 
purchases, as well as eliminating the many 
exceptions to the common tariff. 

One problem is that the block’s two larg- 
est members have such different currency 
regimes: Brazil’s floating (or sinking) real has 
lost over 40% of its value since its forced de- 
valuation in 1999, whereas Argentina’s peso 
is pegged to the dollar. Increasingly, Argen- 
tines are blaming their economic troubles on 
their link to a partner that can gain “unfair” 
advantage by letting its currency fall. 

In fact, Argentina quickly regained its 
trade surplus with Brazil after the devalua- 
tion, though only with the help of “volun- 
tary” trade restrictions that Brazil's govern- 
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ment persuaded some of its companies, 
from chicken processors to paper makers, to 
negotiate with their Argentine counterparts. 
Mercosur talks of, one day, solving such pro- 
blems with a single currency. But that is a 
long way off. 

It should, however, be easier to 
strengthen Mercosur as an institution. Bra- 
zilian officials insist that the grouping is inte- 
gral to their country’s future. In Argentina, 
Mercosur once had the enthusiastic backing 
of business, which saw it as a route toa larger 
market. But in Brazil Mercosur has always 
been primarily a diplomatic project, a 
means to gaining more clout in the world. 

Brazil has always resisted creating a Mer- 
cosur disputes-settlement body, seeing this 
as a loss of sovereignty. Yet such a body 
would reassure its partners that Mercosur 
had a future. The customs union might sur- 


vive, and develop further, if Brazil were to 
accept its partners’ desire for lower external 
tariffs all round, especially on capital goods. 
Chile might then join, too. 

“Rather than making long lists of unfin- 
ished business, what Mercosur needs most 
is the re-creation of a sense of political un- 
derstanding and shared interests,” argues 
Roberto Bouzas, an Argentine economist, in 
a recent study. Without that, Mercosur may 
drift into irrelevance, with the trade links be- 
tween its members no stronger than those 
that each individually has with third coun- 
tries. That would bea shame. Increased trade 
and political co-operation between Merco- 
sur’s members have bolstered stability, de- 
mocracy and economic reform in the region 
over the past ten years. All would benefit if 
the integration continued. 








BUENOS AIRES 


F ECONOMICS were just a matter of 

public relations, Domingo Cavallo 
would be home and dry. Much of what he 
has done in the first ten days since he be- 
came Argentina’s economy minister has 
been to talk up shamelessly his country’s 
seemingly bleak prospects. 

Not without success: after nine 
months in which the Alliance govern- 
ment of President Fernando de la Rua tore 
itself apart with squabbles, Mr Cavallo 
has brought some much-needed political 
grip. For only the third time in a century, 
the Argentine Congress agreed to meet 
over a weekend—to discuss the minister’s 
Competitiveness Law. 

The legislators swiftly approved one 
of its main provisions, a new tax on finan- 
cial transactions (to be set at 0.25%). After 
several days of debate, the lower house 
also approved emergency powers that 
will allow Mr Cavallo to change other 
taxes, and reform government—but not to 
cut jobs, wages or pensions, or to privatise 
the state’s few remaining assets. The Sen- 
ate was expected to follow suit. 

Mr Cavallo made light of the restric- 
tions. He plans a sweeping tax reform to 
cut evasion. Investors have reacted with 
cautious optimism. On March 27th, the 
government managed to sell $350m of 
three-month treasury bills at an interest 
rate of 11%. That was lower than expected, 
but far too high to reassure the markets 
that Argentina could pay its debts. 

Mr Cavallo’s response was that the 
government would not raise more money 
until rates had fallen. He also denied that 
he would seek extra aid, from the mmr or 
anyone else. He took that message on fly- 





Cavallo talks, Argentina expects 
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A good line in boosterism 





ing visits to Brazil, Argentina’s largest 
trade partner, and Spain, Argentina’s larg- 
est foreign investor. 

The bravado has had an effect. Even 
though Mr Cavallo’s main measure so far 
has been a tax increase, “Everyone is talk- 
ing about [the economy’s] reactivation,” 
says Norberto Sosa, of Raymond James, 
an investment bank. The boosterism may 
even, he says, reverse the net outflow of 
private capital from Argentina since the 
Alliance took office. Mr Cavallo is trusting 
in tax breaks and tariff cuts to encourage 
manufacturing and exports. 

The test of all this will come soon 
enough. Argentines and investors alike 
will be watching for signs of an economic 
revival. And Mr Cavallo may struggle to 
maintain political support. He has relied 
on the opposition Peronists to pass the lat- 
est measures. With a congressional elec- 
tion due in October, their support may 
not last. Mr Cavallo enjoys a challenge. He 
has certainly found one. 
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Mexico 


Slow start 


MEXICO CITY 


OR over seven years, the self-styled Sub- 

comandante Marcos has been the public 
voice of the Zapatist rebels in the south-east- 
ern state of Chiapas, and the charismatic en- 
emy-in-chief of the government. But when 
23 masked rebel commanders addressed 
Mexico’s Congress on March 28th, the sub- 
comandante, a white of middle-class ori- 
gins, was not among them: they were simply 
Indians, asking for rights and respect. 

That was a predictable, but effective, 
touch. Symbolically, it was a great victory for 
a rebel group to take centre-stage in the Con- 
gress after seven years of armed—even if 
mostly non-violent—uprising, and a two- 
week propagandising trip across Mexico ear- 
lier this month. In a small way, it was a vic- 
tory too for President Vicente Fox, who has 
shown that he will go to great lengths to 
achieve peace with the Zapatists. But be- 
yond the symbolism, the victories are hol- 
low for them both. 

Partly to blame was a protracted row 
over the protocol of the Zapatists’ presence 
in Congress. They wanted to address the leg- 
islature in its entirety. When that was re- 
jected as illegal, they threatened togo back to 
Chiapas. At the last minute, a nitpicking 
compromise was reached. They would 
speak in the grand main chamber of the 
lower house of Congress, but not exactly to 
the 628-member Congress itself. Only the 
60-odd members of the constitutional and 
indigenous-affairs committees would have 
to listen. In the event, perhaps twice that 
number turned up. 

What now for the Zapatists? They were 
prepared to show “signs of peace”, they said. 
But the main purpose of their trip to the cap- 
ital was to persuade the legislators to pass an 
Indian-rights bill, which is one of their con- 
ditions for starting peace talks. Even so, their 
eloquent, emotional speeches will not have 
done much to convince legislators sceptical 
about the special rights the bill would grant. 
Even those sympathetic to them doubt their 
intentions. “The platform of Congress is a 
place for one-way speech. You cannot con- 
struct any dialogue,” says Felipe Vicencio, a 
senator from Mr Fox’s National Action Party 
(PAN) and a member of the peace commis- 
sion that drafted the bill. “It shows that their 
priority was not to hold a dialogue and ex- 
change ideas.” 

Mr Fox, meanwhile, ended up with a 
sharp slap in the face from his own party. All 
but one of the PAN legislators, including 
moderates like Mr Vicencio, had voted 
against letting the Zapatists speak in the 
main chamber. Most members of the Insti- 
tutional Revolutionary Party (pri), the main 
opposition, voted in favour. Though that left 
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the pan looking stubborn and reactionary, 
which was the prr’s intention, it also left Mr 
Fox looking weak. 

That bodes ill for the future. The presi- 
dent’s priority this year is a fiscal reform 
aimed at simplifying the tax structure, clos- 
ing tax loopholes, increasing revenue and 
encouraging savings and investment. His 
spending plans for his six years in office de- 
pend on it. He had hoped to pass the reform 
in the current session of Congress, which 
ends on April 30th. But it has yet to be pre- 
sented, though it should be in the next few 
days. It will involve the removal of exemp- 
tions to var—on, for instance, food and most 
medicines—which all the parties will resist 
strongly. The consensus is that it will proba- 
bly not pass until September, or even later. 
Mr Fox’s failure to move more quickly on 
the fiscal reform is adding to rumblings of 
discontent among businessmen. Many think 
that he has devoted too much attention to 
the Zapatists. The failure also affects Mex- 
ico’s attractiveness to investors—important, 
given its vulnerability to any recession in the 
United States. Moody's, a credit-rating 
agency, gave Mexico’s debt an investment- 
grade rating last year, but Standard & Poor's, 
another agency, has said it will not award the 
grade until a fiscal reform is passed. Big pen- 
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Age-old demands, new fashions and masked intentions 


sion funds in the United States need both 
ratings to invest in Mexico. 

The president is still popular among or- 
dinary Mexicans. After 71 years of one-party 
rule by the pri, nobody expects change to be 
swift. But after four months in office, Mr Fox 





has no big achievements to point to. Peace, or 
at least peace talks, with the Zapatists would 
be one; the fiscal reform, another. If neither 
happens soon, Mr Fox risks getting a reputa- 


tion for being ineffectual. 











Off the fairway in Canada 


OTTAWA 


HEN Jean Chrétien, Canada’s Lib- 

eral prime minister, was victorious 
for the third consecutive time in a snap 
election last November, he seemed to have 
placed himself in the happy position of 
being able to arrange, in due course, a tri- 
umphal departure from office, perhaps in 
a couple of years’ time. Might his exit now 
come sooner, and less 
gloriously? 

Since the campaign, 
Mr Chrétien has been 
dogged by a mini-scan- 
dal over the sale of a golf 
course near his home- 
town (and in his par- 
liamentary constituency) 
of Shawinigan, in Que- 
bec. After weeks of news- 
paper headlines and par- 
liamentary questions on 
the affair, on March 23rd 
all four opposition par- 
ties joined up to demand 
a public inquiry to deter- 
mine whether the prime minister had 
fallen prey to conflicts of interest. Joe 
Clark, the leader of the small Progressive 
Conservatives and himself a former prime 
minister, called on Mr Chrétien to step 
down until the issue had been settled. 





Chrétien hangs tough 


The tale is a murky one. Briefly, the 
facts are that in 1988, during an interlude 
from politics in which he had been work- 
ingas a lawyer, Mr Chrétien with two (later 
three) partners bought the Grand-Mère 
golf course and an adjoining hotel. When 
he became Liberal leader, he sold his share 
in the money-losing hotel; and, on win- 
ning the 1993 election, he 
arranged to sell his share in 
the golf course. The buyer 
was Jonas Prince, then the 
boss of Delta, a hotel chain. 
But Mr Prince paid the 
prime minister only after 
he had himself sold the 
share back to one of the 
original partners in 1999. 

Meanwhile, Mr Chré- 
tien had repeatedly lob- 
bied the boss of a govern- 
ment-linked bank, urging 
him to reverse its decision 
to reject a loan for the ho- 
tels expansion. The bank 
eventually approved a C$615,000 
($443,000) loan in 1997, but only after its 
boss had left—forced out because of his 
opposition to the loan, or so he is claiming 
in a lawsuit. Separately, the government 
gave a C$164,000 job-creation grant to the 


hotel during the 1997 election campaign. 

Mr Chrétien has said that he had no 
personal interest in either the hotel or the 
golf course after November 1993. His lob- 
bying on behalf of the hotel, he has argued, 
was simply what any member of Parlia- 
ment would do for a constituent. 

Critics argue that a flourishing hotel 
might increase the value of the golf course. 
They have cast doubt on whether the 
prime minister in fact sold his quarter- 
share in the course to Mr Prince. Last week, 
the sister of the course’s manager let slip 
that in the late 1990s Mr Chrétien’s name 
was still on the shareholders’ register. 

Canada’s ethics counsellor, who re- 
ports to the prime minister not parliament, 
has backed Mr Chrétien. And, to clear the 
air, Mr Chrétien said this week that he 
would make public all relevant legal docu- 
ments concerning the case. But though he 
has released, among other things, a hand- 
written bill of sale of the shares—he has not 
disclosed, as his opponents want, his tax 
returns for the relevant period. 

The documents may calm the anxieties 
of Liberal backbenchers, but they have not 
dispelled all doubts. These could still be 
around at the next Liberal convention, 
probably in the spring of 2002, when the 
party’s rules mandate a vote on the leader- 
ship. Mr Chrétien may not be too worried. 
He has often been written off before only to 
see off his main opponents. He is unlikely 
to change his plan to retire at his leisure. 
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The Arabs’ chat—show 


AMMAN 


Neither Palestinians nor Iraqis can draw comfort from the Arab summit 


RAB summit meetings are notoriously 

long on talk and short on substance. At 

this week’s gathering in Jordan, the elabo- 

rate pageantry of brotherhood again failed 

to disguise the gaps, not just between words 

and deeds, or even between nations, but be- 
tween leaders and public opinion. 

The two main questions discussed in 
Amman, the six-month Palestinian intifada 
and the decade-long punishment of Iraq, 
are burning issues for ordinary Arabs. What 
they want is direct and generous support for 
the Palestinians, and the complete lifting of 
sanctions against Iraq. What the 22 delega- 
tions gave them was a rancorous search for 
lowest common denominators, ending with 
a pledge to release funds to the Palestinians 
that had already been promised, and a 
muted call for the relief of Iraq. 

The results were greeted with cynicism. 
The discussion on Palestine was undercut in 
New York where the United States vetoed a 
Security Council resolution calling for uN 
observers to protect civilians. And the re- 
newed promises of financial support are 
tempered by the fact that out of the $1 billion 
pledged by the same leaders last October, 
less than 5% has actually been delivered. 
Some $300m has left Arab treasuries but lan- 
guishesin a bank account, largely because of 
worries about the Palestinian Authority’s 
corruption. However, the summit did pro- 
mise to speed payments to the authority to 
cover the salaries of its 110,000 employees. 

Aside from squarely blaming Israel for 
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the current mess, reaffirming commitment 
to Palestinian rights, and threatening Israel 
with a renewed Arab boycott, the leaders 
had little other comfort to offer their embat- 
tled brethren. One exception was Syria’s 
Bashar Assad. He backed up a tough speech, 
in which he vilified Ariel Sharon, Israel’s 
prime minister, as a “butcher”, by announc- 
ing the renewal of relations with Yasser Ara- 
fat after a ten-year Syrian-Palestinian freeze. 
He also took a swipe at Egypt and Jordan— 
the two countries to have signed treaties 
with Israel—by solemnly swearing he would 
never leave the Palestinians in the lurch by 
making a separate peace. 

Peace, in fact, has seldom looked more 
remote. As Arab leaders praised the intifada, 
Palestinians continued it, violently, across 
the Jordan river. On the eve of the meeting, 
the killing of the ten-month-old daughter of 
Israeli settlers in Hebron, provoked Israeli 
fury. Tensions mounted further as three 
bomb explosions shook Israel. Islamic mili- 
tants claimed responsibility, but Mr Sharon 
squarely blamed Mr Arafat and, as the con- 
ference ended, sent helicopter gunships to 
rocket his bodyguard’s headquarters and 
training camps in Ramallah and Gaza. 

If the summit brought little joy to the Pal- 
estinians, it was a bigger disappointment to 
the Iraqis. The call to lift sanctions appeared 
to be less a challenge to the uN Security 
Council than a nod and a wink to the Bush 
administration’s slowly percolating policy 
shift towards some kind of “smart” sanc- 


tions. It was no coincidence that details of the 
way that America is now thinking began to 
be revealed on the eve of the summit. 

The gist of the policy is to free normal 
trade with Iraq, while clamping down on 
arms—a well-trodden idea that even one 
Iraqi minister in Amman conceded was rea- 
sonable. But, as envisaged, the policy would 
be little more than a looser form of the cur- 
rent oil-for-food arrangement, with all Iraq’s 
oil revenues still kept under un control. The 
theory, however, would be reversed: instead 
of only humanitarian goods being let into 
Iraq, everything would be free to go in except 
for prohibited items. 

To prevent Saddam Hussein getting his 
hands on cash that might be spent on arms, 
America has set out to persuade the neigh- 
bours to cut down on smuggling, and start 
border inspections. The persuasion includes 
the promise of generous compensation for 
countries that Iraq has been assiduously 
wooing with gifts of cheap oil and thoughts 
of future, lucrative contracts. The not-so- 
subtle American message is that the neigh- 
bours might be better off throwing in their 
lot with new-formula sanctions than stick- 
ing with Mr Hussein. 

The Iraqi delegation, led by Izzat Ibra- 
him, the vice-chairman of the Revolution- 
ary Command Council, had other reasons to 
feel discomfited. Its demands that the Arabs 
should unilaterally abrogate sanctions, and 
stop letting American forces attack Iraq from 
bases in their territory, were ignored. Though 
Kuwait and Saudi Arabia, America’s staun- 
chest allies on Iraqi policy, appeared iso- 
lated at times, it was Iraq, not them, that re- 
jected compromise wording patched 
together by summit mediators. 

As the meeting wound up, the Arab 
leaders could at least congratulate them- 
selves on putting on their best show of unity 
since the Gulf war. Officials also tried to puta 
favourable spin on a call made by Egypt's 
president, Hosni Mubarak, for greater efforts 
at economic co-operation. Suggesting that 
the timetable for a free-trade zone, which 
was agreed on in 1997, should be speeded up, 
he invited his colleagues to meet again in 
Cairo for a special economic summit. 

But the Arabs have been talking of form- 
ing a common market since the 1950s. Even 
the idea of boycotting Israel, as one form of 
economic co-operation, may be a non- 
starter. As if to emphasise the point, the 
briefcases given as part of a press kit to jour- 
nalists at the summit were manufactured in 
an industrial zone where 13,000 Jordanian 
workers piece Israeli components into goods 
that are sold free of duty in the United States. 
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INTERNATIONAL 
Iran 


Drugs and 
decay 


TEHRAN 


ABOO subjects, Muhammad Khatami 

has insisted, should be talked about. Be- 
fore he was elected president in 1997, most 
Iranians were unaware of their high level of 
drug addiction. But now, thanks to press re- 
ports and unexpectedly lively debate, every- 
one knows that the country has about 2m 
opium and heroin addicts, and that the ef- 
fects are tugging at the social fabric. 

The discussion has spurred efforts to 
stop the flow of Afghanistan’s opium, mor- 
phine and heroin into Iran, and thence to 
Turkey and Western Europe. The security 
forces have stationed 30,000 men on the long 
border, and fortified lengths of it with 
trenches and concrete barriers. During a 
violent period at the end of last year, this 
border force, which has lost 3,000 men in 
two decades of fighting the smugglers, was 
ambushing well-armed gangs almost daily. 

Their efforts have brought some eye- 
catching successes. Iran claims 85% of world- 
wide opium seizures last year, and 45% of 
morphine and heroin seizures. In February 
the police raided “Cannibal Island”, a 
squalid corner of Tehran and its biggest 
drugs supermarket. They arrested about 500 
people, before bulldozers razed the area. “It’s 
difficult to see what more they can do,” said 
an admiring Keith Hellawell, the head of 
Britain’s anti-drugs campaign, when he vis- 
ited Iran earlier this year. “It’s a war.” 
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To give itself a better chance, Iran has 
modified its foreign policy. Rather than per- 
sist with its refusal to talk to the Taliban, Iran 
is now helping the Afghan government to 
transform its poppy fields into prairies of 
wheat. The un says that the Taliban may 
have cut poppy cultivation by 70%. Indeed, 
in the past three months, the price in Tehran 
of a mesqal of opium, the five-gram unit of 
choice, has soared from $2.50 to $9. 

But talk of victory is premature. How- 
ever courageous and efficient they are, Iran’s 
border forces and police probably intercept 
no more than 30% of the drugs that enter the 
country. Junkies and aid workers alike sus- 
pect that the rise in opium prices has less to 
do with crop substitution and record hauls 
than it has to do with stockpiling. Moreover, 
the price of heroin, which is more addictive 
and more lethal than opium, has stayed ab- 





Camels under arrest for drug-carrying across the frontier 


surdly cheap: one (highly adulterated) hit in 
Tehran costs 50 cents. 

Some of Mr Khatami’s conservative op- 
ponents claim that “moral decay”, fostered 
by his reformist allies, has made the epi- 
demic worse. But the solution they propose, 
harsher sentencing, does not work. Over the 
past ten years, Iran has executed around 
5,000 pushers. More than 90,000 people— 
some 60% of the prison population—are in 
jail on drugs offences. Yet the number of ad- 
dicts continues to rise. 

Why are Iranians so susceptible to drugs? 
In the seedier parts of south Tehran, where 
the junkies have colonised parks and other 
open spaces, there is plenty of evidence of 
decay. But it is not so much the moral sort, as 
social and economic. The main reason, per- 
haps, is that Iranians are suffering from a 
profound sense of powerlessness. 

a 





Kenya 


Clearing the deck, and the forest 


NAIROBI 


The Kenyan regime’s destructive policies 


oT AFRICA we gonna get it on, cause we 
don’t get along,” said Muhammad Ali, 
off to a rumble in the jungle with George 
Foreman back in 1974. Daniel arap Moi and 
Richard Leakey have been boxing for years. 
But the president won the latest round this 
week when he sacked his old adversary from 
his post as head of the civil service, together 
with most of his team. Mr Leakey’s brief for 
the past 20 months has been to streamline 
the service and restructure the economy. 
Unlike Mr Moi’s usual band of sycophants, 
Mr Leakey had a reputation for integrity. 
Thus his appointment was a bid by the pres- 
ident to get the imr and the World Bank back 
to Kenya after three years away. 

It worked well at first. Mr Leakey sacked 
a string of corrupt officials. The ımF and the 
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World Bank promised loans of $250m. Mr 
Moi said he was pleased with the man he 
had called an antichrist and an atheist colo- 
nialist during two election battles. But late 
last year the cracks appeared. Mr Leakey had 
managed to axe 25,000 dead-wood public 
servants, beneficiaries of the ruling Kenya 
African National Union’s patronage. But his 
next 6,000 lay-offs were frozen by the courts. 

Mr Leakey’s retrenchment programme 
remains frozen. So too, and not coinci- 
dentally, are the mr and World Bank loans. 
The second tranche of lending is almost five 
months overdue. Mr Moi’s defiant sacking of 
the Leakey team could be decisive. On the 
other hand, there will be reluctance to desert 
Kenya less than two years from an election 
which, if the constitution means anything, 


will end the president’s 24-year-old regime. 

In any event, Mr Leakey’s time was al- 
ready up. The pretence that he would be al- 
lowed to reform a system carefully designed 
to keep Mr Moi’s hands on the reins of 
power, and on the purse-strings, was gone 
before he was dismissed. But Leakey-watch- 
ers had expected him to engineer a more glo- 
rious exit. Instead, he leaves somewhat 
tainted. For instance, it was recently revealed 
that he had warned the attorney-general off 
investigating the seizure of a privately- 
owned flower firm by Kenyan officials of a 
Dutch bank , on grounds of vaguely phrased 
considerations of “national interest”. 

Mr Leakey’s last act as head of the Kenya 
Wildlife Service in 1998 was to prevent the 
governmentclearing swathes of Mount Ken- 
ya’s forests. He could not do much about this 
during his stint inside the system. But now he 
is a free man again, he may return to the is- 
sue. This would be timely: another 10% of 
Kenya’s remaining forests, or 67,000 hectares 
(165,000 acres), is about to be parcelled out. 

Mr Moi’senvironment minister says that 
since the land is already occupied by squat- 
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ters, the aim is to redefine the borders and 
prevent further encroachment. But aerial 
photographs show that over half the ear- 
marked forest is unoccupied, much of it im- 
mature plantation paid for with World Bank 
loans. Protesters accuse Mr Moi of giving 
away national assets to buy the votes his 
party will need if his personal empire is to 
survive the succession. 

He has done it before. According to envi- 
ronmental sources, he handed out 700 title 
deeds to forest land two weeks before the 
1997 election. But the current proposal 
would be the single biggest excision in Ken- 
ya’s history. After three years of drought, it 
could be environmental suicide. 

Mostly semi-arid, arid or desert, the 
country depends for its water on scattered 
catchments in highland areas. Forests regu- 
late the water supply, sponging it up when it 
rains and releasing it when it is dry. Remov- 
ing them causes extremes of flooding and 
drought. Already the once-perennial Njoro 
river, flowing from the Mau forest into Lake 
Nakuru—where many of the world’s fla- 
mingos live—is dry for seven months of the 
year. Illegal logging in the Mau is the cause, 
and now 15% of it is for the chop. 

A little-known group in Mr Moi’s home- 
town of Eldoret has won a temporary in- 
junction. Though this has not deterred the 
government's surveyors, a much bigger legal 
challenge being launched early next week 
may have more success. Over a dozen envi- 
ronmental groups are to unite with Kenya’s 
churches to challenge the decree as a contra- 
vention of a recent environmental law, and 
as a denial of people’s right to water. 

Legal experts claim that their case is so 
strong that it will be difficult for even Mr 
Moi’s most grateful judges to deny. The pres- 
ident may find that dealing with Kenya’s 
newly organised “civil society” is trickier 
than sacking an antagonistic civil servant. 
= 





South Africa 


Wolves in 
teachers’ hats 


JOHANNESBURG 


SOCIAL worker, arriving at a South Afri- 
can school, found that the students had 
left because two teachers were fighting. One 
of them had wanted to date a girl in standard 
six—meaning that she would be about 13. 
The other teacher told him this was wrong, 
and a fight erupted. The social 
worker complained to a third 
teacher, who said: “The de- 
partment is not paying us 
enough, so this is a fringe ben- 
efit. But standard six is too 
young. Standard nine and ten 
is where we play.” 

For girls, South African 
schools can be terrifying. A re- 
port released this week by 
Human Rights Watch (nrw), a 
pressure-group based in New 
York, says that sexual abuse 
by both teachers and other 
students is widespread. It 
found schools where male 
teachers routinely made sug- 
gestive remarks about their female students. 
This verbal, and physical, harassment some- 
times led to rape. In one case, a girl of 12 was 
raped by a teacher in an empty classroom, 
and paid one rand (12 cents) for her silence. 

In poor areas, even pitiful sums of 
money can seem tempting. Some teachers 
take advantage of poor students by swap- 
ping small gifts for sex. Others promise better 
marks. A social worker in KwaZulu-Natal 
commented: “Some parents don’t object to 
affairs with teachers. They reason that at 
least he’s working and has money.” 
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An even greater threat to a schoolgirl’s 
safety, according to HRW, “is likely to be 
seated next to her in class”. A 15-year-old girl 
complained that the boys at her school in a 
slum district outside Cape Town groped 
“most girls, most days”. Girls deemed to be 
too assertive were often targets. 

Among teenage boys, rapists appear to 
face little social stigma. On the contrary, 
those who rapeare typically among the most 
popular and socially confident: 11% of 15- 
year-old boys said that “jack-rolling” (gang 
rape) was “cool”. Schoolboy rapists tend to 
work in groups. Of the girls interviewed by 
HRW who had been assaulted 
by classmates, none reported 
fewer than twoassailants. 

School rules are theoreti- 
cally strict. Teachers are for- 
bidden to have sex with their 
students; rape and assault are 
obviously illegal. But admin- 
istrators too often fail to take 
sexual abuse seriously. Girls 
who report it are met with 
disbelief, and often ostra- 
cised. Principals try to hush 
up crimes to avoid sullying 
the school’s reputation. Vic- 
tims’ families are urged to ac- 
cept “seduction damages” 
from the perpetrators’ fam- 
ilies. Such payments typically cover little 
more than the bus fare to hospital, and the 
person who brokers the deal, whether the 
principal or local policeman, may take a cut. 

Teachers who repeatedly abuse their 
students rarely lose their jobs, and are even 
more rarely jailed. Boys who assault female 
classmates usually suffer no more than a few 
days’ suspension. The atmosphere in some 
schools is so hostile that girls find it hard to 
study. This may be one reason why South 
African girls score worse than boys in exams. 
k a 








MACHAKOS. 


TANDING before the burnt-out shell of 

a high-school dormitory, Daniel arap 
Moi promised “a deep investigation” into 
the fire that claimed the lives of at least 60 
Kenyan schoolboys this week. The police 
believed that the cause of the fire at Kyan- 
guli Mixed School in Machakos, near Nai- 
robi, was arson. They said that recent 
school-leavers, whose final examination 
results had been cancelled because of al- 
leged cheating, were the prime suspects. 

A petrol-fuelled fireball engulfed the 
middle of the small concrete dormitory 
shortly after midnight on March 26th. Most 
of the boys on one side escaped through a 
back door. But, on the other side, the door 





Deadly arson in a Kenyan school 


was locked and the windows barred. Three 
school watchmen have been arrested on 
suspicion of supplying the petrol. 

Should Mr Moi’s investigators go even 
deeper, they would find an education sys- 
tem that creates enormous pressure to suc- 
ceed and precious little opportunity to do 
so. Kyanguli was one of 100 schools to have 
most of its Kenya Certificate of Secondary 
Education (Kcse) results rubbed out in 
February: the ruling affected 2,880 children 
inall. There were widespread allegations of 
exam papers up for sale and of examiners 
teaching revision classes.With a KcsE fail- 
ure rate of 70%, most applicants cannot 
hope to succeed. And for the 30,000 who 


do, there are only 9,000 places available at 
the state universities. Those who make it 
can hope for a civil-service job; those who 
fail must take their chance in a country 
with huge unemployment. 

A glance at teacher-training standards 
may explain a lot. Last year, 3,000 teachers 
failed their primary-teacher examination. 
This prompted the exam board to order a 
remarking, after which all but 300 passed. 
Incompetent teachers and a system that 
gives no guarantee of reward for hard work 
are an explosive combination. 

The unruliness of Kenya’s cut-price, 
out-of-town boarding schools is notori- 
ous: 300 schoolboys were recently appre- 
hended on a sortie to rape the girls of their 
sister-school. In 1998, 25 schoolgirls died in 
a dormitory fire near Mombasa, the cause 
of which is still unknown. 
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< Partnerships offer hope in 


sub-Saharan Africa 
By Dr. Henry A. McKinnell 
he healthcare crisis in sub-Saharan 
Africa is one of the great human 
tragedies of our lifetimes. The magni- 
~~ tude of this crisis has led to a valuable debate 
on how best to provide healthcare to those 
= suffering from the epidemics that are rav- 
aging that region. The key is partnership. 
: Through partnerships, we can replace the 
destructive cycle of poverty and disease with a 
virtuous cycle of investment and health. To do 
so requires a new model of cooperation among 
governments, private industry and nongovern- 
+ mental organisations. 
Each partner has a critical role to play. 


_. From national governments, for example, part- 


-nerships derive their political will. In South 
Africa, President Mbeki’s government provides 
© political will to support Pfizer's Diflucan pro- 


gramme, a novel public/private alliance to ease 


_ the suffering of AIDS patients. In Botswana 
and Senegal, Merck has formed a partnership 
with the Harvard AIDS Institute and the Gates 
Foundation to promote AIDS prevention and 
expand access to care; and in the Accelerating 
Access Initiative, a group of pharmaceutical 
companies have joined with UN agencies, the 
World Bank and governments to provide 
AIDS/HIV prevention, care and treatment in 
‘Senegal and Uganda. 
Political will finds expression in more 
g than a willingness to forge new alliances. It is 
also evident in the creation of an economic and 
social climate where innovation can take root 
and flourish, including the protection of pri- 
~~ vate and intellectual property. Facing large- 
_ scale. medical emergencies, some governments 
have been tempted to seize the patents that 





A world of ideas on public policy, 





drug companies hold to their discoveries, and 
assign those rights to others. This practice ~ 
known as “compulsory licensing” — has longer- 
term consequences that are highly destructive. 


We can replace the 
destructive cycle of 
poverty and disease 
with a virtuous cycle of 
investment and health. 


If governments weaken intellectual property 
rights in this way, they risk undermining both 
the ability and willingness of pharmaceutical 
companies to discover new cures and treat- 
ments. They also discourage the technology 
transfer that is essential to raise the quality of 
healthcare in the developing countries. 

Governments in the developed world have 
an equally important role to play through “bur- 
den-sharing.” The richer countries, by agreeing 
to pay a fair share of the costs of innovation in 
the marketplace, can make it possible for drug 
companies to provide products affordably in the 
poorer regions. Governments, therefore, must 
choose policies wisely, with an eye to the short- 
term and long-term benefits of their citizens 
and the global impact of their actions. 

If governments provide the will, the 
private sector provides the way, securing 
expanded access to resources. These resources 
include not only medicines, but also the tools of 
prevention and education. 

The role of NGOs and agencies is to 
provide needed expertise and capabilities, 
particularly at the field level. From these 
organisations, our partnerships draw expertise 
for improving and expanding medical infra- 


structure, and accurately measuring results, 

As a prime example, the International 
Trachoma Initiative - funded by Pfizer, the 
Edna McConnell Clark Foundation, and the Bill 
and Melinda Gates Foundation ~ seek to elim- 
inate the world’s leading cause of preventable 
blindness. The donation of Pfizer's antibiotic 
Zithromax is only one facet of this broad-based 
campaign. This is not an isolated programme. 
Since 1996, research-based pharmaceutical 
companies have committed more than $1.2 billion 
to long-term programmes to fight diseases in 
sub-Saharan Africa and in other less-developed 
areas, 

These partnerships are not the perfect solu- 
tion, but they point the way, and their potential 
can be greatly magnified, given that we are 
entering a golden age of pharmaceutical 
research. Over the past two decades, drug com- 
panies have invested billions in R&D pro- 
grammes to discover more than forty new 
medicines and new indications aimed at the dis- 
eases that plague sub-Saharan Africa. Many 
more are on the way. A survey of pharmaceuti- 
cal companies in late 2000 found 103 AIDS 
drugs either in clinical trials, or awaiting FDA 
approval. These medicines will bolster the 64 
existing treatments. In 1987, there was only one. 

In ensuring access to these new medicines, 
the watchword should be “partnership,” with 
governments and industry ready to show that 
access and innovation are not antithetical con- 
cepts. It is time to expand our partnerships to a 
wider range of governments, companies, NGOs, 
and others committed to global health. Together, 
we can and must confront humanity's killers. 
Dr. Henry A, McKinnell is President and CEO of Pfizer 
Inc. This article is adapted from his remarks at the 


2001 World Economic Forum in Davos, Switzerland. 
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Europe is worried about George Bush’s America—and vice versa 


IGHT George Bush yet succeed where 

Europe’s leaders have not, in forging a 
common foreign policy for the European 
Union? Having settled little of their own 
business at their Stockholm summit (see 
next story), over dinner the gu 15 decided to 
step in where America still hesitates to tread: 
their president for this half-year, Sweden’s 
prime minister, Goran Persson, together 
with the Union’s two top foreign-policy offi- 
cials, Javier Solana and Chris Patten, will 
meet North Korea’s Kim Jong Il sometime in 
May. The aim, said Mr Persson, is “to express 
support for the [peace] process started by the 
South Korean president, Kim Dae Jung.” The 
point, said Sweden’s foreign minister, Anna 
Lindh, is that Europeans are getting twitchy 
at Mr Bush’s more “hardline” approach to- 
wards North Korea. Europe, she added, 
“must step in.” 

Such twitchiness is not confined to Mr 
Bush's Korea policy. Europeans expected the 
smack of firmer leadership from the new ad- 
ministration in Washington, but have been 
taken aback that so far it seems all smack 
anid little leadership. They listen nervously as 
Mr Bush talks more of threats than of dip- 


lomatic opportunities, whether the issue is 
North Korea, missile defences, relations with 
Russia or arms sales to Taiwan. He had rat- 
tled his naro allies even before he took office 
by allowing Condoleezza Rice, now his na- 
tional security adviser, to think aloud about 
pulling American troops out of the Balkans. 
He has since torn up his promise to limit 
greenhouse gases, an issue dear to greener 
European hearts. And where Mr Clinton was 
deeply engaged—in talks with North Korea, 
mediation in the Middle East and peace- 
making in Northern Ireland—Mr Bush has 
deliberately stepped back. 

But does that necessarily mean that Eu- 
ropeans can--or should--step in? A com- 
mon foreign policy based only on their dif- 
ferences with America would serve 
European leaders ill, and they know it. 

“This is the hour of Europe, not the hour 
of the Americans,” declared Luxembourg's 
foreign minister almost exactly ten years ago, 
launching a notoriously futile mission to 
mediate in the Balkans. The minutes ticked 
away to years as the Bosnian crisis claimed 
many thousands of lives, got Europeans 
themselves at cross-purposes and all but 


ruptured the transatlantic alliance. 

Ten years on, the eu has started to craft 
some common foreign policies. But its lead- 
ers are also being careful not to pick unnec- 
essary fights with the United States. For ex- 


ample, although some, notably France’s ©» 


President Jacques Chirac, remain deeply 
sceptical about Mr Bush’s plans for new mis- 
sile defences, believing they could diminish 
Europe’s security rather than enhance it, all 
now accept that a bust-up within the alli- : 
ance over the issue would do even greater 
harm all round. Russia, which had been at- 
tempting to cosy up to Europeans in the 
hope of presenting a hostile common front 
to America, was told to back off. 

Once Mr Bush has more of his new team 
in place, other foreign-policy differences 
may start to seem more apparent than real. 
America’s switch to promoting “smart”: 
sanctions against Iraq—ones that tighten 
controls on military imports and oil smug- 
gling, while relaxing restrictions on other 
goods—is already helping to heal a rift that: 
has split France and Britain as much as Eu- 
rope and America. In the Middle East, Euro- 
peans recognise that, whatever their irrita- 
tion at having to write most of the cheques, 
America is the outsider that counts, Their 
worry now is just that a too hands-off Bush 
administration will lose what few opportu- 
nities there are to get talks going again be- 
tween Israel and the Palestinians. 

Meanwhile, faced with yet another Bal- 
kan crisis, this time in Macedonia, the Euro- 
peans and Americans are working closely 
together, both diplomatically and militarily. 
While Balkan policy, like everything else, is 
up for review by the new administration, 
Europeans were greatly reassured recently 
when Colin Powell, Mr Bush’s secretary of 
state, pledged that Americans and Europe~ 
ans would go “in together and out together” 
in their Balkan peacekeeping mission. This 
comradeship could, however, be sorely 
tested if Macedonia, like Bosnia and Kosovo 
before it, were plunged into bloody civil 
war-especially if it claimed American ` 
peacekeepers’ lives. 

The Balkans aside, the trickiest trans- 
atlantic differences over the next two years 
could well be over the eu’s plan to set up its 
own rapid-reaction force by 2003, and over < 
wato’s plans for further enlargement. Some 
European officials worry that, to the extent 
that Mr Bush welcomes a greater European 
defence effort, it will be so that he can turn: 
his attention and military resources away < 
from Europe to Asia, as his defence secretary, 
Donald Rumsfeld, implied last week. That 
might not bother France, which wants Eu- 
rope to be more “autonomous” in defence; 
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Britain and Germany, however, want to 
keep the transatlantic link strong. Conscious 
of the difficulty of finding the cash for really 
useful soldiers who would be available to 
NATO as well as the Eu, their officials tend to 
worry that failure to put in the extra defence 
effort promised will produce recriminations 
that could damage Nato. 

Just as troubling to the Europeans is 
what they fear may be a big row before next 
year’s NATO summit over which countries, if 
any, should now be invited in as new re- 
cruits. Opinion within Europe is divided, 
though most countries would probably 
prefer no new members, since it is proving 
expensive enough to assimilate Poland, the 
Czech Republic and Hungary. 

The biggest difficulty will be over Lith- 
uania, Latvia and Estonia. Russia is hostile to 
any of its former territories joining NATO; 
some on America’s Republican right seem 
equally determined to bring the Balts in, pre- 
cisely in order to spite the Russians. Europe- 
ans are not sure what to worry about most: 
another great Russia-NATO bust-up or the 
possibility that the United States and Russia 
could cut a deal over their heads to finesse 


their differences over other issues, including 
missile defences. 

And where does the Eu’s Korean initia- 
tive fit into all this? The idea has been in the 
works for some time, in the hope of encour- 
aging the northern Mr Kim to make a prom- 
ised but much delayed visit to South Korea. 
North Korea now has diplomatic relations 
with all eu governments except France and 
Ireland. Mr Persson and his team can help 
keep the diplomatic traffic moving at a time 
when America is still thinking through its 
North Korean policy. 

And the bit of grandstanding at the Eu 
summit? Neither North Korea nor South Ko- 
rea has any illusions that the Europeans 
have influence, or indeed till now much in- 
terest, in Korean affairs. Although the Eu 
takes part in the consortium that is keeping a 
freeze on North Korea’s nuclear programme 
by supplying two less proliferation-prone 
western reactors, its financial contribution 
to the project is minuscule. When it comes to 
forging a genuine foreign policy for Europe 
in the wider world, words not deeds still 
come easiest and cheapest. 





Germany 


Mixed figures 


BERLIN 


OTH the ruling Social Democrats and the 

Christian Democrats had reason to be 
pleased with the results from elections in 
two south-western states last weekend, the 
first in Germany in ten months. In Baden- 
Württemberg, the Christian Democrats re- 
tained power, with a four-point gain, to win 
45% of the vote, despite the party’s continu- 
ing slush-fund scandals and bitter leader- 
ship struggles at the national level. But the 
feisty young Social Democratic challenger, 
Ute Vogt, boosted her party’s score from its 
previous 25% to 33%. In Rhineland-Palati- 
nate, Kurt Beck, the popular Social Demo- 
cratic premier, romped home with an unex- 
pected 45% of the vote, five points up on 
1996, despite growing economic gloom. Here, 
the home state of ex-Chancellor Helmut 
Kohl, the man at the centre of the slush-fund 
mess, the Christian Democrats dropped 
three points to 35%. But that was notas bad as 





BRUSSELS 


HATEVER happened to the Euro- 

pean Union’s agenda for economic 
reform? Does anyone still recall those 
brave words about creating the most com- 
petitive and dynamic economy in the 
world by 2010? That was the ambition pro- 
claimed by the £u’s leaders at a special 
gathering in Lisbon only a year ago that 
was supposed to provide a platform for 
launching Europe’s economy into a higher 
orbit of reform. And there were to be an- 
nual follow-up summits specifically de- 
voted to ensuring that the grand promises 
made at Lisbon were being kept. 

Last weekend’s meeting in Stockholm 
was supposed to have been the first of 
these annual checks. A pity, then, that the 
same European leaders who had decided 
in Lisbon that the subject of economic re- 
form merited a yearly spring summit spent 
so much of their time in Sweden talking 
about Russia, North Korea and the Balkans. 

One issue carried over from the Lisbon 
agenda did create a stir: how to open na- 
tional energy markets up to EU-wide com- 
petition. In Lisbon, France had resisted at- 
tempts to set deadlines on the matter. In 
Stockholm, Lionel Jospin, France’s prime 
minister, was putin the dock, with Britain’s 
Tony Blair and Spain’s Jose Maria Aznar 
complaining that Electricité de France 
(EDF) had invaded their markets while en- 
joying monopoly protection at home. Mr 
Jospin defiantly argued that energy supply 
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They kicked energy into touch 


was a public service demanding special 
treatment. Predictably, he cited the pro- 
blems to do with supposed deregulation in 
California. Mr Aznar demanded, ata mini- 
mum, reciprocity: if Spain opened its mar- 
ket to France, the least France could do was 
to open its market to Spain, if not to the 
whole Ev. That is an idea that horrifies the 
European Commission, which regards bi- 
lateral deals in market matters as little bet- 
ter than jungle law that would undermine 
Europe’s single market. 

The commission, encouraged particu- 
larly by Italy’s prime minister, Giuliano 
Amato, sought to find a way between what 


it sees as the the twin perils of French de- 
fiance and reciprocity. Eu leaders said, 
hopefully, that Eu competition law should 
ensure that companies that “still benefit 
from a monopoly situation in their na- 
tional market will not unduly benefit from 
that situation”. It remains to be seen 
whether the European Commission will, 
in the end, have the courage to take on the 
French government. 

The commission can already use anti- 
trust law as a weapon to try breaking up 
national monopolies in utility services, but 
commissioners have so far ducked the 
challenge. Will the commission dare to 
block an acquisition by EDF on the ground 
that the French company is abusing its 
dominant position in the home market? 
The commission chose this week to make 
threatening noises about countries that al- 
low gas-supply contracts between two 
countries which specifically keep outcom- 
panies from others. 

It was notable at Stockholm how reluc- 
tant Germany was to join those trying to 
squeeze the French. For its chancellor, Ger- 
hard Schröder, the top priority was plainly 
to mend relations with France, which have 
been rocky, particularly since discord over 
the revision of treaties agreed on at the Eu’s 
December summit, in Nice. But away from 
the limelight of a grand gathering, Mr 
Schroder might yet argue against French 
monopolies. Huge German utilities like 
RWE and E.on are impatiently queuing up 
toenter the French market. They will be fu- 
rious if the German chancellor remains 
meek in the face of the French. 
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many had feared. Angela Merkel, the party’s 
leader and would-be candidate for chancel- 
lor, sees her position strengthened. 

Whatis going on? The mixed results may 
reflect mixed news from the economy. As 
the American economy has cooled and ex- 
pensive oil and a partly revived euro have 
begun to take their toll, economists have be- 
gun to revise their growth forecasts sharply 
downwards, with most predicting little over 
2% this year, down from more than 3% last. 
With the voting over, the government too is 
expected to lower its “at least 2.6%” to maybe 
2.2%. Business confidence dropped last 
month to it lowest since mid-1999. Even un- 
employment, which had fallen steadily 
since Mr Schröder came to power, is on the 
rise again. 

Yet exports remain strong, and industrial 
output is still rising. Consumer spending, 
though sluggish, is expected to be boosted 
by cuts in income tax. And though Germans 
are worried by the general economic climate, 
more than half still describe their own situa- 
tion as good, only 7% as bad. Most econo- 
mists believe the fundamentals remain 
sound and expect growth, which has been 
falling since last summer, to pick up again by 
the second half of this year. 

The real losers last weekend were the 
fringe parties: the far-right Republicans, the 
Free Democrats (Germany’s liberals) and the 
Greens. The Republicans, who took 11% in 
Baden-Wiirttemberg in 1992, could not reach 
the 5% needed to get a seat this time. The Free 
Democrats, hoping for double figures, 
dropped back to 8% in both states, much da- 
maging their hopes of seeming a credible al- 
ternative to the Greens as coalition partners 
for the Social Democrats after next year’s 
general election. 

Their only comfort was that the Greens 
fared even worse. They fell to fourth place in 
Baden-Wirttemberg and barely hit the 
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magic 5% mark in Rhineland-Palatinate. 

The Greens, who won just under 7% in 
the last general election, have been steadily 
losing ground for the past three years. They 
were not helped by an outburst earlier this 
month from Jiirgen Trittin, the Green envi- 
ronment minister, accusing the Christian 
Democrats’ balding general secretary, Lau- 
renz Meyer, of “not just looking like a skin- 
head but having the mentality of one”, be- 
cause Mr Meyer had dared to announce that 
he was “proud to be a German”, a phrase ap- 
propriated by the neo-Nazis. 

The opposition is now baying for Mr 
Trittin’s blood. Even some Greens have dis- 
tanced themselves from him, warning him 
that enough is enough. The chancellor, Ger- 
hard Schroder, while admitting that Mr Trit- 
tin has become a “risk”, is loth to lose an- 
other minister, having lost seven already. But 
he has pointedly repeated that, if the Social 
Democrats win the next election, he is keep- 
ing his options open as to a coalition partner. 
The Greens still look the most likely choice; 
but, these days, no certain one. 
= 





Austria 
Vienna says no 
to Haider 


IS far-right Freedom Party saw its share 

of the vote dip by over a quarter to 20% 
in Vienna’s state election on March 25th. 
Now, as the party squabbles, Jorg Haider’s 
own future may be at stake. 

This was the first big test of his party’s 
support since it joined Wolfgang Schüssel 
and his centre-right People’s Party in na- 
tional government 13 months ago. It is still 
number two in the state, where a fifth of the 
population lives, but it has suffered a bad 
blow, and for Mr Haider it may prove fatal to 
his hopes of one day becoming chancellor. 

For the first time since he nominally 
stepped down as party leader last May, Mr 
Haider had hurled himself into the fray, 
sprinkling his speeches with quips that were 
xenophobic and, arguably, anti-Semitic. But 
Vienna’s Social Democrats romped home 
with 47% of the vote, regaining their absolute 
majority of seats. The People’s Party, their co- 
alition partners in the city hall for the past 
five years, put on one point to 16%. 

The European Union’s sanctions against 
Austria after the Freedomites were allowed a 
share of power in the national government 
did the People’s Party no harm. And the 
economy has been in good shape: 3.1% 
growth last year, unemployment below 4% 
and record exports and foreign investment. 
But voters dislike the government's painful 
spending cuts and welfare reforms, its inter- 
nal squabbles and the increasing signs of 
drift in its policies. Pollsters say the Social 


EUROPE 





Freedom’s roller-coaster 

Voting in Austrian national elections, % 

“= Social Democrats ---- General election 
=== People's Party 00 European Parliament 
== Freedom Party election 





40 














1995 96 97 98 99 


*Estimate based on latest opinion polls 
Sources: Reuters; Keesings; Gallup; OGM 








Democrats have now reclaimed their usual 
nationwide lead, with about 33% of the vote, 
which is what they won in the last general 
election, in October 1999. The People’s Party 
has climbed from 27% to 31%. But the Free- 
dom Party has fallen from 27% to 20%. 

Why? Joining the government cost it 
much of its appeal as a protest party. It also 
lost the charisma of its clever, colourful and 
provocative leader, who had agreed to with- 
draw from national politics to devote him- 
self to his governorship of Carinthia, Aus- 
tria’s southernmost state, which he has held 
since 1999. When he took over the party’s 
leadership 15 years ago, it could not muster 
even 5% of the national vote. He had hoped 
in Vienna to help boost its flagging fortunes 
before the next general election in 2003. 
Now, as after last autumn’s state election in 
Styria, where the Freedomite vote fell by a 
third to a mere 12%, rumours are rife as to his 
next move. 

When his party first entered national 
government, Mr Haider promised the voters 
of Carinthia that he would stay with them at 
least until the next state election in 2004. But 
even before the vote in Vienna it was being 
whispered that he had asked his deputy in 
Carinthia to take over there, should he feel 
compelled to return to the national stage. 
Despite repeated denials, the whispers that 
he will do so have grown toa roar. 

Mr Haider is said to have demanded that 
heads must roll in the party after its humilia- 
tion, hinting that otherwise he might leave. 
The victims could include Susanne Riess- 
Passer, the party leader and Austria’s vice- 
chancellor, and Karl-Heinz Grasser, the fi- 
nance minister. 

Mr Haider was notably absent when his 
party’s leaders gathered this week to discuss 
its woes. Flu, said his press officer. Others 
claimed he was perfectly well, but wanted to 
avoid the full blast of the power struggle now 
raging. Which way it will go is unclear. Some 
Freedomites have begun to suggest that they 
could live without the difficult Mr Haider. 
But many still feel that that would mean the 
party’s collapse. 
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Dream on 


SAN BENEDETTO DEL TRONTO 


N THE town of San Benedetto del Tronto, 

halfway down the eastern coast of Italy, 
spring is a sleepy time of the year. Before the 
tourists come, pepping the population up 
from 50,000 to 120,000, there is not much to 
talk about. The local newspaper screams: 
“Pensioner nabbed for stealing 60 palm- 
trees”; palm-trees are indeed a main topic of 
conversation. People say there are 10,000 of 
them within the city’s boundaries. Bars and 
cinemas have palmy names. And the outgo- 
ing mayor, Paolo Perazzoli, a left-winger, is 
known as “Palmazzoli” after his fondness 
for planting the trees. 

Mr Perazzoli’s fortunes may reflect the 
way Italy is going. With six weeks to go before 
a general election that the right is hotly 
tipped to win, the left, with Mr Perazzoli as 
its local parliamentary candidate, is floun- 
dering to get a message across. This area, like 
most of the rest of central Italy, has histori- 
cally been left-leaning. Mr Perazzoli, who 
belongs to the post-communist Democrats 
of the Left, the main party in Italy’s ruling co- 
alition, has been mayor for eight years. He 
has done well enough, getting re-elected in 
1997 with 62% of the vote. But he is far from 
certain that he will win a seat in parliament. 

Even in San Benedetto, with no strong lo- 
cal candidate and little campaigning, the 
right seems to be making ground. It is win- 
ning support among the marineria, those 
who depend for their livelihood on the sea, 
working in shipyards, on fishing boats and 
in the fish market that feeds a huge frozen- 
food industry. Most of them like the idea of 
Silvio Berlusconi, a self-made billionaire, 
running their country. 

Mr Berlusconi’s Forza Italia (Let’s go, It- 
aly) and its allies on the right also promise to 
spend a lot more on public works: this brings 
back fond memories. Until recently, San Be- 
nedetto benefited from the Cassa del Mezzo- 
giorno, a special fund that paid for vast and 
often ill-conceived projects all over Italy's 
poor south. San Benedetto is notin the south. 
But geography was no obstacle to two well- 
connected local Christian Democrats who 
delighted their constituents by getting the 
town included in the fund’s remit. 

Who will stay loyal to the left, then? “We 
are doing well with professional and edu- 
cated people,” says the outgoing mayor. But 
local campaigners remember that at the last 
general election, in 1996, they were forced to 
accept a weak candidate from the Re- 
founded Communists, the unreformed bit 
of the old party, which was then part of a 
broad alliance on the left: he lost. This time, 
says Mr Perazzoli, “Were worried that our 
people just won't bother to vote.” 
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In the palm of Berlusconi 


Indeed, the lefts main hope is to be 
found in the many Italians who have not de- 
cided whether to turn out. Up to 40% of vot- 
ers, say some pollsters, have not yet decided 
which lot to plump for. 

But so far the left has not wooed them 
well. Their campaigners seem oddly loth to 
praise the government’s achievements. Most 
people, including left-wingers, think that 
Francesco Rutelli, the lefts candidate for 





prime minister, who would be its fourth in 
five years if the left won, is likeable but light- 
weight. The only thing that unites and buoys 
the left is their béte noire, Mr Berlusconi. But 
this could backfire. A party needs something 
to be for, as well as against. 

The incoming mayor, Giovanni Gaspari, 
another left-winger, thinks the left should be 
more aggressive. “Take the health service. To 
have a computerised scan, you have to wait 
sixmonths—unless you go private. Then you 
can have it in two days. That’s a victory for 
the right. They can go around saying that 
private health care is the only way. Untrue. 
But we just haven't put enough money into 
public health care—in San Benedetto and all 
over the country.” 

Arguing for a better national health ser- 
vice may help the left to win some votes, 
thinks Mr Gaspari, but not enough. “We pro- 
mise good salaries and decent lives. But peo- 
ple around here already have good salaries 
and decent lives. Workers in the frozen-food 
industry earn at least 30m lire [$14,000] a 
year, more than a town-hall manager. But 
they want more. Give us a dream, they say. 
Well, Mr Berlusconi offers that dream. I'm 
certain he won’t make it come true. But when 
the voters find out, it will be too late.” 





Russia 


More of the same 


MOSCOW 


Vladimir Putin has replaced his defence minister with a civilian—a good 
move, in principle, but it will not make the war in Chechnya easier to win 


DESPERATE need to reform Russia is 

particularly visible in the armed forces: 
ill-equipped, undertrained and demor- 
alised, plagued by drug-taking, alcoholism 
and bullying. In the past 18 months, the war 
against breakaway Chechnya has cruelly ex- 
posed their shortcomings. 

This week, with the country still jittery 
from three lethal bomb blasts blamed on 
Chechen terrorists, President Vladimir Putin 
replaced his long-serving defence minister, 
Marshal Igor Sergeyev, with Sergei Ivanov, 
formerly chief of the powerful security 
council. Mr Ivanov’s replacement is the inte- 
rior minister, Vladimir Rushailo. He is to pay 
special attention to Chechnya. 

Mr Putin says that the changes mark the 
“demilitarisation” of politics. This would be 
a welcome step away from Soviet habits. It is 
partly true: Mr Rushailo’s successor is a real 
politician, Boris Gryzlov, who heads the pro- 
Kremlin party in the Duma, Russia’s lower 
house of parliament. But Mr Ivanov, though 
technically a civilian, was until very recently 
a general in the foreign-intelligence service. 

Will it make a difference? The signs so far 
are that Mr Putin is better at talking about re- 
form than implementing it. The only person 


sacked outright was the scandal-plagued 
atomic-energy minister; Marshal Sergeyev 
was given a sinecure. There are no changes 
yet in ministries dealing with the economy. 

On military matters, there is little reason 
for optimism. Mr Rushailo’s record on 
Chechnya at the interior ministry was poor. 
On past form, Mr Ivanov is a hawkish ad- 
viser, not a radical reforming administrator. 
In his first comment since getting the job, he 
said that changes in the armed forces would 
be “gradual”. Cuts previously announced 
have yet to happen. 

Meanwhile, the war in Chechnya needs 
a political solution. Russian officials have 
resolutely refused to meet the country’s 
elected president, Aslan Maskhadov. They 
say the real fight is against a dwindling band 
of Islamic fundamentalists and foreign mer- 
cenaries and that their own administration 
of hand-picked Chechens is winning over 
the population and restoring normality. 

Even senior Russian officials have in- 
creasing trouble saying that convincingly. 
Russia’s latest estimate is that there are be- 
tween 3,000 and 5,000 Chechen fighters at 
large. If so, their numbers seem to be grow- 
ing: last year a rather lower figure was being 
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given. Russia has also dropped a grand- 
sounding plan to send hit-squads to hunt 
down the top Chechen commanders in their 
mountain retreats, saying it is too risky. 

The Chechens attack Russian soldiers 
every day, killing a dozen or soevery week. A 
favourite tactic is the use of remotely-con- 
trolled mines. Mr Putin's spokesman, Sergei 
Yastrzhembsky, admits that the onset of 
spring will help the rebels. They can move 
more easily when the mountains are cov- 
ered in foliage, rather than bare snow. 

Although its treatment of the civilian 
population has improved a bit, the Kremlin 
is also losing the propaganda war. Despite 
Russian protests, senior State Department 
officials this week spent three hours talking 
to Mr Maskhadov’s “foreign minister”, Ilyas 
Akhmadov. He proposed a peace plan, and 
asked the United States to use its satellites, as 
it did in the Bosnian war, to help spot mass 
graves, One, recently unearthed, contained 
the mutilated bodies of dozens of Chechens. 

There have been atrocities on the Che- 
chen side too, particularly kidnapping. One 
senior Chechen commander, Shamil Basaev, 
has posted a public apology on his website 
to Kenneth Gluck, an American aid worker 
abducted in January and released, un- 
harmed, a month later. 

Russian officials insist that Chechens 
were behind the bomb attacks in Moscow in 
1999 that killed 300 and prompted the Krem- 
lin to start the war. Chechen terrorists, they 
maintain, planted last week’s bombs in 
southern Russia, which killed 23 people and 
injured 144, 15 of them seriously. Mr Mas- 
khadov, however, strongly denies both 
charges. “We have never targeted civilians 
and we never will,” he says. 

Mr Putin shows no sign of a change of 
tack on Chechnya. Last week he pleaded for 
patience, comparing the war there to the So- 
viet Union’s decade-long struggle after the 
second world war to crush the “forest 
brothers”—anti-Communist guerrillas in 
the Baltic states and Ukraine. Not perhaps 
the best comparison. Although the brothers 
mostly ended up dead or in Siberia, their 
countries are now independent. 


Poland 


Jobs, please 


WARSAW 





EW if any other ex-communist countries 

have done as well as Poland in creating 
jobs and luring foreign investment. But the 
economy that it inherited when commu- 
nism collapsed a decade ago was ropy in the 
extreme. In the matter of job-creation, the 
39m Poles have had to run just to stand still— 
and now they may be flagging. In 1999 the 
economy grew by just over 4%, last year by a 
shade more, but this year, at the latest guess, 
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EUROPE _ 





| ANKARA 


E HAS been accused of murder and 
l convicted of heroin trafficking, but it 
may be fiddling with Picassos that gets 
him in the end. Mustafa Bayram, a Kurd- 
ish clan leader from Van province on Tur- 
key's border with Iran, has twice been 
elected to the Turkish parliament by his 
clan’s 40,000 votes, first for the conserva- 
| tive Motherland party (a partner in Tur- 
key’s current three-party coalition) and 
then in 1999 for the Islamic-minded Virtue 
party. But this week a suddenly high- 
minded parliament voted to strip Mr Bay- 
ram of his parliamentary immunity, so 
that he could be tried again. 

Itdid soafter Mr Bayram had been ac- 
cused of trying to sell in Istanbul two sto- 
len Picasso paintings, “The Clown” and 
one of a naked woman, using his chauf- 
| feurasa middleman. The paintings are the 
latest of seven Picassos seized by the Turk- 
ish police over the past year. All seven are 
| believed to have been nicked from the Ku- 
waiti royal family by Iraqi troops during 
their invasion of the emirate in 1990, and 
smuggled into Turkey by Iraqi Kurds. 

Nicknamed “Mustafa the Lame” after 
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A Turkish lover of Picassos 
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being wounded in a 1991 shoot-out in 
which he allegedly killed two men, Mr 
Bayram now faces trial on two more re- 
cent charges of heroin trafficking, not to 
mention a murder case. Western anti- 
drug officials will be watching with inter- 
est. Americans and Europeans alike see 
Turkey as a major transit route for heroin 
produced in Afghanistan, Pakistan and 
Iran. Some 80% of all heroin sold on British 
streets is believed either to have been pro- 
cessed in Turkey or moved by the Kurdish 
clans that control the trade. 

Mr Bayram’s daughter, Figen, is the 
second wife of Cumhur Yakut, a Kurdish 
drug baron described by a European se- 
curity official as “the top heroin exporter” 
to Britain in the 1990s. America’s Drug En- 
forcement Agency called Mr Bayram a 
“well-known heroin chemist”. 

Will he now reveal, or be allowed to 
reveal, any of his connections with as- 
sorted members of the security forces 
who are said to have assisted him in his 
business? If so, it would be a major break- 
through in Turkey’s efforts to become a 
cleaner, more open sort of place. 











it will grow by not much more than 3%: not 
bad, but Poland must strive to get back to the 
6-7% level of the mid-1990s if it is to stop the 
dole queue from stretching again. 

Poles are nervous about high interest 
rates, rising crime and the swelling of an un- 
derground economy that is eroding the 
country’s tax base. But their most acute cause 
for concern is jobs. Some 16% of Poles are 
now without one—the highest rate for six 
years. That means 2.9m Poles out of work, 
1.2m more than in 1998. Some fear that the 
figure will exceed 3m before the year’s end. 

The bustling capital, Warsaw, is still 
booming; the problem there is a shortage of 
affordable housing, not jobs. But in the 
country, and in old industrial regions, the 
mood is very different. Silesia, in the south- 
west, is particularly hard hit, as still more 
coalmines are closing down. 

Young Poles, who are looking for their 
first jobs in record numbers, are especially 
glum. A quarter of those between 18 and 24 
are out of work; a third of recent graduates 
have yet to find a steady job. One reason is 
simply that there are so many of them. Un- 
fortunately, the number of Poles cominginto 
the labour market between 2006 and 2010 
will rise still faster. 

What can be done? For a start, the law 
should make it easier and cheaper to take on 
new workers. A Polish employer paying an 
employee $200 a month must hand over an- 
other $160 to the government in payroll 
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taxes. Red tape makes it hard for the entre- 
preneurial to start small businesses. Jerzy 
Buzek, prime minister of Poland’s shaky mi- 
nority coalition which, pollsters guess, will 
be thrown out by the voters in the autumn: 
and replaced by a government led by ex- 
communists, is calling for “more investment, 
more exports and lower labour costs”. a 

Some economists think that compensa- 


tion due to arrive this summer from German | | 


firms to surviving Poles used as slave labour- 
ers during the second world war could bring 


in nearly $1 billion. That might mean more). 


consumer spending, But the country still has 
a trade deficit of $u billion. Poland’s post- 
communist economic boom may be ending. 
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Arben Xhaferi, Macedonia’s pivotal Albanian 


OW much time, and how much room for manoeuvre, does 

Arben Xhaferi, the modulated voice of Macedonia’s ag- 
grieved Albanians, still have left? That is the question on the minds 
of the many, from the south Balkan plains to the chanceries of 
Brussels and Washington, whoare still hoping thata fresh, horrible 
war of Yugoslav succession can be avoided. 

The past two weeks have been among the toughest for Mr 
Xhaferi (pronounced, roughly, Jafferi), a grey-faced, soft-spoken 
veteran of journalism and nationalist agitation with the battered, 
lived-in features of a Balkan intellectual. As leader of the Demo- 
cratic Party of Albanians (pra), which shares power uneasily—but 
from a position of some strength—with an old and apparently re- 
formed Slavic-nationalist party, he personifies the belief that Mac- 
edonia’s inter-communal quarrels may yet be ended peacefully. 

Since mid-March, though, his po- 
sition has been challenged by the sud- 
den emergence of an ethnic-Albanian 
rebel movement, the National Libera- 
tion Army, which says it wants 
roughly the same things as Mr Xhaferi 
(in other words, sharply improved 
constitutional rights for Albanians in 
Macedonia) but insists that war will do 
the job more swiftly and certainly than 
politics; especially when the warriors 
can count on logistical support from 
cousins in Kosovo, whose Serb over- 
lords were driven out in 1999. 

By the end of March, after an of- 
fensive by Macedonia’s gimcrack se- 
curity forces to expel the guerrillas 
from the northern mountains where 
they had cheekily encamped, the gov- 
ernment of President Boris Trajkovski 
was bold enough to claim that the 
spectre of civil war had been staved 
off; things could return to normal now. 

In fact, as Mr Xhaferi knows all too 
well, there is no reason to be sanguine. 
At best, Macedonia’s rulers have a 
small opportunity to satisfy the Alba- 
nians, who probably account for at 
least a third of the country’s 2m peo- 
ple—without hopelessly alienating the 
Slavic majority. How to achieve that was the subject of some hard 
talking this week between Mr Xhaferi and Javier Solana, the Euro- 
pean Union's foreign-policy spokesman, who has been shuttling 
between Brussels and Skopje, Macedonia’s capital. 

Ata minimum, both seemed to agree, a new local-government 
law must be passed so as to give municipalities (including Alba- 
nian-dominated ones) the power to raise and spend money freely. 
The Albanian language, already used in many primary schools 
and in a fee-paying university that is due to open officially this au- 
tumn, must become the medium of teaching in some secondary 
schools as well. And the census, due to take place in a few weeks, 
must be fairly conducted so that the Albanians’ true demographic 
weight, claimed by some to be approaching 40%, can be ascer~ 
tained. That in turn should give Albanians a stronger vantage- 
point from which to seek changes in the constitution. 

Unless all this was set in train rapidly, a weary-looking Mr 
Xhaferi was telling people this week, a renewed resort to violence 
by his people would be inevitable. And if the Slav-led government 





reacted intemperately to that violence, then he and his party | 
would immediately leave the ruling coalition. These warnings 
were not so much threats as statements of hard political fact.Ifand 
when Macedonia’s towns and villages become polarised, then 
everybody will simply reach for the nearest gun, including the 
ppa’s activists, who are no strangers to hidden arms caches and 
have connections with the smuggling underworld. 

In fact, however convenient it would be to divide the region’s 
ethnic-Albanian leaders into pacifists and warriors, or moderates 
and extremists, the distinction is not a neat or easy one. Mr Xhaferi, 
for example, has been cast in many different roles. In 1968, at the 
age of 20, he was a keen organiser of demonstrations in his native 
Tetovo, Macedonia’s main ethnic-Albanian town. After studying 
philosophy in Belgrade, he moved to Kosovo, where, during the 
twodecades before Serbia quashed the | 
province’s autonomy in 1989, ethnic 
Albanians ruled the roost. As a senior 
editor at Pristina television, he de- 
veloped a name as a critic of art, sculp- 
ture and the cinema. 

When communist Yugoslavia 
started to break up, and new parties 
began to proliferate, Mr Xhaferi was 
never far from centre-stage in the poli- 
tics of the ethnic-Albanian world. But 
it would be hard to pigeonhole him as 
amoderate or a hardliner. In Kosovoin 
1990, he helped to found a Social 
Democratic Party whose manifesto 
was less nationalist than that of Ibra- 
him Rugova, the veteran leader of the 
Kosovar cause. But on returning to his 
native Macedonia in the 1990s, Mr 
Xhaferi surprised many people by the 
radicalism of his demands for greater 
rights for ethnic Albanians. He called 
for Macedonia to be “federalised”, a | 
measure which many people feared, 
or hoped, would lead to full partition. 

For the past two years, he has been 
party to a “historic bargain” with the 
Slav majority. This meant setting aside 
his calls for federalism in return for | 
cabinet seats and the promise of gra- | 
dual improvements in his people’s status. But at best, this has been 
a calculated, loveless deal between peoples whose mutual mis- | 
trust remains undiminished and is probably rising. The war over | 
Kosovo in 1999, which left that province’s ethnic-Albanian major- 
ity firmly in charge, has fuelled hopes among the Albanians, and 
fears among the Slavs, that a historic shift in favour of the Albani- | 
ans is taking place across the whole region, as their demographic | 
and economic weight rises. 

If that is true, then the best hope of avoiding war is to manage 
that process in a civilised way—without a violent attempt to im- | 
pose border changes. Mr Xhaferi’s judgment, experience and per- | 
sonal authority could be crucial. But the constraints.on his free- 
dom of action are not only political. Although his mind is as sharp 
as ever, he is visibly suffering from a brain condition whose symp- 
toms are similar to those of Parkinson's disease. His speech is often 
slurred and hard to understand. For that reason, too, people are 
asking: how longdoes Arben Xhaferi still have leftin politics? And | 
if he were to bow out, who might take his place? | 
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BRITAIN 


Too many spooks? 


The cold war may be over, but the spies’ budgets are rocketing. They 


need watching 


OMETHING extraordinary happened 
this month: Sir Stephen Lander, the direc- 
tor-general of the security service (m15), 
made a public appearance. The occasion, on 
March 15th, was a seminar organised by the 
Royal United Services Institution, a defence 
think-tank. His characteristically coded 
speech had all the marks of the consummate 
mandarin. But it was the fact of his appear- 
ance, not the substance of his talk, that was 
important. “I thought it would be sensible to 
let the hounds see the fox,” he said. 

Spies like to practise their dark arts under 
deep cover, but this is becoming increasingly 
difficult. The end of the cold war has forced 
them to find employment in areas that have 
traditionally been the territory of the police, 
and therefore subject to public scrutiny-—ar- 
eas such as combating terrorism, organised 
crime, drugs, and money laundering. As they 
do so, the pressure on them toopen up—and, 
in particular, to justify their rising bud- 
gets—is growing. But their minders in White- 
hall are fighting to keep the whole business 
secret. 

The annual bill for Britain’s spies is de- 
liberately opaque. The single intelligence 
vote, presented annually to Parliament, cov- 
ers the Security Service (m15), which. deals 
with domestic issues, the Secret Intelli- 
gence Service (mi6), whose opera- 
tions are principally overseas, 
and the government's commu- 
nication headquarters at 
Cheltenham (ccno). These 
agencies’ budgets have in- 
creased in real terms from 
£703m ($1.1 billion) in 1998 to 
£859m in  2003--which 
means that spending on spies is 
growing at an average of 4.1% a 
year, faster than public spend- 
ing as a whole. 

Total spending on spies, 
however, is higher than that. If 
all intelligence expenditure, m- 
cluding military intelligence and 
satellite surveillance, is counted, “Q 
the current annual total is well 
over £1 billion. Some put the aa 
bill much higher. Sir Gerald 


Warner, former deputy head of m16, was re- 
cently quoted as estimating the total cost of 
Britain’s intelligence gathering at £2.5 billion. 
The government denies that figure, but ad- 
mits that spending on intelligence is higher 
than spending on the diplomatic service. 
The end of the Thatcher era coincided 
with the end of the cold war, so sharp falls in 
intelligence spending were expected. John 
Major tried to cut the spies’ budgets. It was, 
according to one of his cabinet ministers, a 
humiliating failure. “We sat round a table 
surrounded by shadowy Sir Humphrey fig- 
ures,” he recalled. “We asked questions. All 







































we got back in return was rhubarb about 
threats to the nation.” 

Shortly after Labour was elected in 1997, 
the chancellor of the exchequer, Gordon © 
Brown, announced a review of intelligence = 
spending. But, like the previous attempt to 
cut the spooks’ spending, it got nowhere, A 


bland paragraph in the government's se 
Spending Review 2000 masked the retreat. 


Andrew Tyrie, Conservative mp for Chiches~ 
ter, whoclaims that spending on intelligence 
has doubled since the end of the cold war, 
believes there is now a strong case for an in- 
quiry by the National Audit Office. 

The spies’ success seems to lie partly in. 
their ability to play politics. A Whitehall in- 
sider says that the agencies, which report to 


different ministers, are “remarkably good ato 


feeding them sexy little nuggets”. They are, 
for instance, said to have purloined the brief. 
ing papers prepared for the German chan- 
cellor, Helmut Kohl, before the Maastricht 
negotiations, Mrs Thatcher was apparently 


soenthralled by all this that she treated intel. : 


ligence briefings as though they were enjoy~ ` 
able bedtime reading. 

Do the agencies offer value for money? 
Insiders have doubts. David Bickford, a for~ 
mer legal adviser to the intelligence and se- 
curity services, has publicly criticised the“ 
three agencies’ costs as excessive and called 
for a merging of their operations. He said 
there was “triplication of management, trip. 
lication of bureaucracy and triplication. of- 
turf battles.” 

One piece of spending became a public: 
scandal. mré’s headquarters at Vauxhall 
Cross and mi5’s at Thames House cost. 
£300m more than they were supposed to. : 
The overrun was concealed from Parliament. 
for nearly seven years. 

The new top-secret GcHQ surveillance 





centre appears to be going the same way. The. 


transition costs of moving the agency’s activ- 


ities to one large surveillance-proof circular : 


“doughnut” building at Benhall, near Chel- 


tenham, was originally put at £20m. Itnow 


stands at £400m plus and rising fast. The to- 
tal costs of the project are expected toexceed 





y private finance initiative contract. so 
For the most part, though secrecy: 


‘7 offer value for money, for they are not 


which is meant to approve the agen- 
cies’ budgets. The permanent sec- 
retaries’ committee on the intelli- 


er 








£1 billion, about a third of which will be 
met by a private consortium under a 
makes it hard to judge whether the spies” : 
properly held to account. The prime min- | 


ister has failed for more than four years tò ` i: 
hold a meeting of the ministerial committee. 


gence services has met only three 
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times since 1997. 

The Intelligence and Secu- 
rity Committee (Isc), com- 
posed of eight mrs and one 








Hidden costs 
GCHQ running costs, £m 
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cently asked the chief secre- 
tary to the Treasury, Andrew 
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Pension cor 


idly in its latest report, pub- 
lished on March 28th, fits ill 
with the assurance given that 
Whitehall departments would 
give the 1sc their full co-opera- 
tion. 

Whitehall is even more se- 
cretive about the spies’ doings 
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This lack of parliamentary 
accountability is almost cer- 


Explanati f 
ofvariances | tainly unsustainable. The 
of +/-10%t home-affairs committee ar- 


gued strongly in a recent report 
that the intelligence services 
should be supervised by a se- 
lect committee which would 
report to Parliament, not to the 
prime minister. Mr Bickford, 
the intelligence services’ for- 
mer legal advisor, agrees that 
the current set-up for oversee- 
ing the spies is “completely in- 
effective”, but he believes that 
the agencies would be pre- 
pared to accept parliamentary 
scrutiny. 

Deciphering Sir Stephen’s 








than are the spies. m15 pub- 
lishes its annual budget of £140m on its web- 
site. But that disclosure is deemed too sensi- 
tive for the 1sc’s annual report, which is 
censored by civil servants. The result is a 
gripping 14-page annex, containing all avail- 
able information on the breakdown of the 
agencies’ budgets (see table). Other tables in 
the annex are similarly enlightening. 

The committee is hampered not just by 
censorship of its output, but also by the na- 
ture of its inputs. As one of its former mem- 





bers, Yvette Cooper, now a minister, asks, 
“How can you have proper oversight if the 
people you are overseeing are the very peo- 
ple who are determining the information 
that you get?” The committee’s chairman, 
Tom King, is widely accepted to have done a 
good job in getting the committee estab- 
lished. He insists that his members have got 
their teeth into the agencies’ effectiveness 
but admits that “the balance has to be struck 
soas tocreate an element of trust.” 


speech at the seminar a fort- 
night ago, it seemed as though the message is 
getting through. Increased public scrutiny, 
he said, was a greater challenge for Britain’s 
secret services even than the end of the cold 
war. Sir Stephen recognised that the spies 
would have to get used to more openness 
and more scrutiny in the future than they 
had known in the past. “I blanch at some of 
the things I refused to tell the committee 
early on,” he confessed. 








Big in Albania 


OWEVER energetically Britain’s poli- 

ticians promote their country’s (al- 
leged) youthfulness and dynamism, other 
countries remain stubbornly wedded to 
out-dated, defunct and frankly embar- 
rassing representations of Britishness. The 
Albanian version of this problem was en- 
capsulated last week in the contrasting 
persons of David Beckham and Sir Nor- 
man Wisdom. 

Mr Beckham, the captain of England’s 
football team, is a model British export: so- 
cially mobile, talented, patriotic and mar- 
ried to Posh Spice, another worker in what 
Chris Smith, the culture secretary, calls the 
“creative industries”. Mr Beckham is fam- 
ous for, amongst other things, wearing a 
sarong, and thus exhibiting a relaxed atti- 
tude towards his masculinity. But in Ti- 
rana, the sarong was eclipsed by an icon of 
an older, more hierarchical Britain, the 
cloth cap. 

Visiting Albania for a football match, 
Mr Beckham and his colleagues were over- 
shadowed by Sir Norman, an octogenar- 
ian British comedian. Sir Norman is re- 
membered fondly by some aged Britons as 
a working-class fall-guy in a string of an- 
cient British films, in which he played a 
plucky but hapless dogsbody oppressed 
by a heartless boss. To the theologians of 





classless, stylish, Cool Britannia, such relics 
are anathema; but in Albania, Sir Norman 
is a hero. His films—perhaps because of 
their entirely inoffensive content, perhaps 
because of their buried critique of capital- 
ism’s inequities—were among the few Al- 
banians were permitted to enjoy by their 
communist leaders. 

Other waning British icons continue to 
excite foreigners far more than the false 
idols of modern British art and pop. Sa- 
mantha Fox, a topless model who em- 
barked on a musical career that was, do- 
mestically, short-lived and cruelly derided, 
remains chic in India (she has also per- 
formed in Siberia and Bulgaria). Indians are 
also fond of “Yes, Minister”, a comedy se- 
ries about incompetent British politicians 
which has been translated into Hindi. But 
perhaps the most revealing of Britain’s un- 
likely exports are those to her European 
Union allies. In an unusual New Year’s Eve 
ritual, Germans gather to watch a short 
play by Freddie Frinton, a little-known 
British comedian. The play is, in Britain, 
deservedly obscure; but in Germany, its 
portrayal of a class-dominated, time- 
warped British culture touches a deep 
nerve. “Fawlty Towers”, an epochal televi- 
sion comedy, whose most famous sketch 
involves raving Teutonophobia, has been 





Wisdom triumphs in Tirana 








translated into German. The supposedly 
sophisticated French have been seduced 
by Benny Hill, a British icon now repudi- 
ated at home, whose humour revolves 
around a squat middle-aged man being 
chased by scantily-clad young women. 
Jokes, of course, are often funny for dif- 
ferent reasons in different cultures. So per- 
haps other nations voyeuristically enjoy 
depictions of Britain which portray it as in- 
fantile or incompetent. But that would not 
account for Sir Norman’s lionisation in Al- 
bania. Perhaps there is something in these 
embarrassing old exports that the foreign- 
ers really like. Perhaps they prefer Britan- 
nia uncool. Perhaps some Britons do, too. 








The countryside and the election 


Another country 


LYDFORD, DEVON 


Not many people in a Devon village want an election in May 


HE question of when Tony Blair ought to 

call a general election is not quite as ur- 
gent in Lydford as it seems to be in Westmin- 
ster. Jean Crocker, a local farmer, is encircled 
by land infected with foot-and-mouth dis- 
ease (FMD). She dreads the regular visits from 
government vets, and worries that her farm 
may be doomed. Voting is not her top prior- 
ity. When pressed, Julie Searle, who runs the 
Lydford House Hotel, says that at the mo- 
ment she would rather not hear the “empty 
promises” she associates with an election 
campaign. But Ms Searle, who has lain off 
most of her staff and is struggling to meet her 
overheads, has other things on their mind. 

Mr Blair has until April 2nd to decide 
whether to go to the country on May 3rd, as 
he had intended before rmp struck. The 
prime minister argued last week that, de- 
spite FMD, the countryside is “open for busi- 
ness”. This confidence is designed to encour- 
age tourists to return to rural attrac- 
tions—and to suggest that life in rmp-afflict- 
ed areas is normal enough for a general 
election to be held. But the reality in Lydford, 
a village on the edge of Dartmoor National 
Park, and close to the epicentre of Britain’s 
second-worst FMD Cluster, is more compli- 
cated than Mr Blair’s assurances allow. 

Dartmoor’s roads are open, but some lo- 
cals frown on anyone using them, and walk- 
ing across the moors is prohibited. In Lyd- 
ford itself, things appear relatively nor- 
mal—except for the disinfected straw, 
omnipresent warning notices and an un- 
usual quiet. But the activities that attract visi- 
tors—walking and riding—are impossible. 
The medieval castle and nearby Lydford 
Gorge are closed, as is the church in the 
neighbouring (and infected) village of Bren- 
tor, which normally attracts around 3,000 
visitors a year. Hoteliers and publicans are 
desperate for business, but other residents 
say frankly that visitors are unwelcome. All 
the subsidiary industries that depend on 
farming and tourism are suffering with 
them. 

Like holidaymaking, electioneering in 
Lydford would be possible, but tricky. Geof- 
frey Cox, the prospective Conservative can- 
didate for Torridge and West Devon, the 
Westminster constituency which includes 
Lydford, says that FMD threatens to disen- 
franchise the farming population. Many 
farmers—some of whom are candidates in 
the local elections—are marooned at home. 
Some farms are inaccessible to canvassers. 
John Burnett, the Liberal Democrat me who 
took the constituency from the Tories with a 
small majority in the 1997 election, echoes 


these concerns. 
Others differ. David Brenton, who 
(somewhat masochistically) is fighting the 
seat for Labour for the fourth time, points 
out that farmers can vote by post and be 
canvassed by telephone. In any case, Mr 
Brenton says wryly, farmers 
already know how they in- 
tend to vote. The local situa- 
tion, he says, should not ob- 
struct the nation’s demo- 
cratic processes. 
Disenfranchisement is 
a relative term: many voters 
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ple haven’t killed themselves, and that La- 
bour ministers should “get their wellies on” 
rather than worrying about getting back into 
office. Mr Cox says that soliciting votes now 
would be like “selling an insurance policy to 
a bereaved mother”. 

Residents would also like to think that 
the government is as preoccupied with the 
crisis as they are. There are whispers about 
FMD being brought to the area by farmers co- 
vertly importing sheep to boost their subsi- 
dies, and about others who would welcome 
the disease on their land for the compensa- 
tion it brings. But most of the anger is re- 
served for the government: 
farmers and others com- 
plain that ministers’ re- 
sponse has been sluggish 
and confused. Labour was 
already unpopular in Lyd- 
ford before the FMD out- 
break, because of mrs’ ef- 





would probably prefer not 
to be visited by oleaginous 
candidates, provided they 
can still vote. Given that 
Lydford’s pubs, roads and 
primary school are open, 
the village could probably 
just about manage an elec- 
tion. But insofar as local res- 
idents worry about its date, 
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forts to ban foxhunting, 
and an impressionistic 
conviction that the govern- 
ment is hostile to the rural 
way of life. So some of the 
local feeling about a puta- 
tive election may derive 
from the knowledge that 
Labour is likely to win it. 

In electoral terms, the 
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their concerns have more to 
do with taste than practicality. 
Most people in Lydford are travelling as 
little as possible, for fear of spreading FMD. 
Non-essential gatherings such as school 
football matches have been cancelled as a 
precaution. Parish-council meetings have 
been postponed. Ian Sykes, the local rector, 
says he is talking to anxious farmers for sev- 
eral hours a night. Pauline Geering, a local 
horse-trainer, says that she is surprised peo- 


government’s unpopular- 
ity in places like Lydford is irrelevant: Labour 
is the third party in rural Devon, and could 
not hope to win seats such as this one when- 
ever the election is held. Mr Blair wants to be 
able to argue that Fmp is under control. If he 
can, he will probably decide that the danger 
of a wider economic downturn later in the 
year outweighs the current hardship in 
places such as Lydford, and go to the polls in 
May. 











Smoke from burning sheep spreads over Dartmoor 
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The strange persistence of politics 


HAT know they of politics, who only politics know? In the 

little bit of London that its denizens have taken to calling the 
“Westminster village”, there was only one question worth asking 
this week. Would Tony Blair call a general election for May or not? 
But, while waiting for the answer, there were motions to be gone 
through as well. So this was a week in which the Westminster vil- 
lage also pretended to think some Big Thoughts. Since this job does 
notcome altogether naturally to all of the village’s permanent resi- 
dents, it is just as well that a foreign visitor was on hand to stimu- 
late the necessary cogitation. 

Robert Putnam is an American political scientist who has 
made his name through a book, “Bowling Alone”, in which he re- 
ported that when Americans go ten- 
pin-bowling they no longer do so in 


getherness, as measured by a de- 
cline in all sorts of communal be- 4 
haviour, from going on picnics, to 
belonging to trade unions, to joining 
political parties, to voting in elec- 
tions. Being from Harvard Univer- 
sity, Mr Putnam has not just noticed 
this phenomenon but named and 
(massively) quantified it. Most 
modern societies, he says, and espe- 
cially America, are squandering 
their stock of “social capital”. This is 
a danger, he says, because all of the 
measurements show that commu- 
nities with bags of social capital 
tend to have better schools, less 
crime, fewer teenage pregnancies— 
you name it: they are better places in 
every way. 

Mr Putnam made quite a splash 
in London. He addressed a seminar 
in Downing Street and a conference 
(“Is there a crisis of democracy?”) in 
Pall Mall. He wrote in the newspa- 
pers and was written about by them. 
His message of togetherness is being 
taken especially seriously by the political parties. 

Its appeal to New Labour requires no explanation: like Mr 
Blair’s “third way”, the very phrase “social capital” hints at the 
pleasingly communal butstirs in an invigorating dash of hard eco- 
nomics. New Labour is wholeheartedly in favour of “society” 
(whether “civil” or “civic”), community, communitarianism, em- 
powerment, stakeholding, joined-up government and what have 
you. But the Conservatives, too, are unusually receptive. Ever since 
voters rejected them in 1997, they have been bending every sinew 
to repudiate Margaret Thatcher’s infamous assertion (wrenched 
out of context but stuck like a bone in the national gullet) that 
“There is no such thing as society.” Of course there is such a thing, 
Conservatives now say; and they have always cared more than 
most parties about it. Are not Conservatives the very people who 
believe in conserving social institutions rather than knocking 
them down, the promoters of Burke’s “little platoons” and propo- 
nents of Disraeli’s “one nation”? Why, under William Hague, the 
party has gone so far as to create a think-tank (paid for by Sir Stan- 
ley Kalms, a high-street electronics retailer) in Conservative Cen- 
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tral Office called “Renewing One Nation”. More even than this: 
taking his cue from the “compassionate conservatism” of George 
Bush, Mr Hague promises if he becomes prime minister to create 
an Office of Civil Society at the heart of government, which will be 
staffed by “charities, faith communities and family groups” and 
report to a cabinet minister. Mr Blair is no slouch either where 
“faith communities” (whatever happened to “religions’’?) are con- 
cerned. This week he was congratulating the Christian Social 
Movement for its good works in schools and communities. 

Well, Bagehot, too, gets a warm glow from togetherness. Civil 
society and social capital sound like splendid and useful things. As 
to whether they are really in decline, in a way that is susceptible to 
measurement, he defers to the 
scholarship of Mr Putnam. But one 
thing does seem plain. If it is true 
that civil society is in decline, gov- 
ernments are not best placed to pro- 
vide the remedy for its decline. They 
are, in part, the cause of it. Put sim- 
ply, governments run states; and 
even well-run states have a habit of 
crowding civil society out. 

Mr Putnam calls it “simple- 
minded” to see the state as the in- 
trinsic enemy of civil society. As he 
points out, states do many things 
thatcan make social bonds stronger. 
For example, they can provide 
schools, in which, among other 
things, people can be taught their 
responsibilities. But he also en- 
thuses about a proposal in America 
to assess all government policies for 
their potentially damaging impact 
on “social capital”, just as they are 
assessed now for any damage they 
might inflict on the physical envi- 
ronment. The mere existence of this 
zany proposal is an acknowledge- 
ment that the usual propensity of 
governments is to weaken civil soci- 
ety rather than to strengthen it. This 
is either because they provide 
things (education, help for granny) that the little platoons might 
otherwise have provided by themselves or because they prohibit 
activities (foxhunting) that may contribute to the sum of social 
capital but repel a majority of voters. When a bit of civil society 
dares to stand in government's way, it is surprisingly how quickly 
it is renamed one of the “forces of conservatism”. Apart from less 
government, the only sort of government that helps civil society is 
very bad government indeed: Pakistan’s has unintentionally en- 
couraged lots of little civic groups to band against it. 

For those who share Mr Putnam’s anxieties, here is a consoling 
parting thought. Having listened to its visitor, the Westminster vil- 
lage will return to its obsession with the date of the election. Every- 
one knows that, whenever it comes, the probable outcome will be 
the re-election of the present government. Most people also know 
that their own vote will count for little: British elections are de- 
cided by a handful of floating voters in a handful of marginal con- 
stituencies. Despite this, seven out of ten eligible voters will traipse 
to the polling stations to do their civic duty. There is social capital 
left in the old system, after all; perhaps more than it deserves. 
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We’ve developed innovative pharmaceuticals for the treatment of allergies. 


So that everyone can have pleasant feeling 


For most of us, enjoying nature is wonderful. But millions of people around the world 


experience nature very differently. They suffer from allergies, At Aventis, one of the world’s leading pharma- 









ceutical companies, we already offer doctors highly effective treatments for patients with allergies. We also 
are developing other new, innovative pharmaceuticals in a number of therapeutic areas by utilizing our 


in-depth know-how, and the possibilities offered by new technologies. 


Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www.aventis.com 





Aventis 


Jout nature. 


Our Challenge is Life 
i 


\ 





Perspectives 


LIFE-CHANGING 


ence life-changing 

ts, discover 
new frameworks from 
the world’s sharpest 
business thinkers, and 
evolve yourself to 
succeed in this rapidly 
changing environment. 


Zozaya-Gorostiza, Mexico City 


Program Dates Wharton Advanced Management Program For more information, 
June 2 - July 7, 2001 Aresty Institute of Executive Education please contact: 
September 22 - October 27, 2001 The Wharton School 
February 3 - March 8, 2002 University of Pennsylvania 
255 South 38th Street 
A ; 1.215.898.1179 phone 
Philadelphia, PA 19104.6359 1.215.386.4304 fax 


www.wharton.upenn.edu/execed/amp salamanr@wharton.upenn.edu 


Ms. Robin Salaman 
Assistant Director 





The Wharton School 
University of Pennsylvania 








BUSINESS 














Bridging Europe’s skills gap 


PARIS AND ROME 


European companies have begun using imaginative strategies to attract 
skilled workers. But restrictions on immigration mean that finding new 


employees is a big challenge 


HEN a fast-growing French software 

firm needed 250 new engineers re- 
cently, it eschewed all the usual hiring op- 
tions. Instead, it booked a trendy nightclub 
and threw a party, hoping that word of 
mouth would encourage young talent to 
come forward. Another company, located in 
the wet north-eastern corner of France, de- 
cided that it could lure the skilled workers it 
needed away from sun-drenched Italy and 
beyond only by stressing that its excellent 
indoor sports facilities would be a way of 
keeping out of the rain. 

Such are the lengths to which European 
companies are going to attract good new 
staff. All over the continent, there are short- 
ages of qualified workers. Romano Prodi, 
president of the European Commission, 
identified a growing skills gap as a priority 
facing the European Council when it met in 
Stockholm on March 23rd. The £u, he argued, 
urgently needs to ease restrictions on labour 
mobility, particularly in the technology sec- 
tor, which faces a shortage of up to 1.7m 
qualified workers by 2003. In the event, min- 


isters chose largely to ignore Mr Prodi’s 
words of warning. 

Mr Prodi is far from being the only wor- 
ried observer of Europe’s labour market. Just 
before the summit, tmp Worldwide, a re- 
cruitment agency, surveyed 350 European 
managers. Almost half of them said that the 
skills shortage was having severe adverse ef- 
fects on their business. Four-fifths thought 
that their problems would worsen over the 
next year, and that red tape was making it 
too difficult to hire foreign workers. A lead- 
ing group of industrialists also called on Eu- 
rope’s ministers to help deal with skills 
shortages. Judging by the efforts that compa- 
nies are making to solve the problem on their 
own, the shortage is more severe than even 
the European Commission thinks. 

The issues over immigrant labour are 
complex. In the past, most immigrants were 
temporary workers who entered countries 
such as France or Spain to do low-paid sea- 
sonal work in agriculture. This form of legal 
migration continues, albeit in gentle decline. 
But there is a new category: skilled, well-paid 


workers who fill gaps that locals cannot. 

Most obviously, Europe has too few 
qualified computer engineers, which has 
sent wages spiralling in that business and 
caused governments to intervene. Germany, 
for example, attracted much criticism last 
August when it announced a special immi- 
gration programme for 30,000 computer en- 
gineers from India. But that stirred strong 
complaints from trade unions and became a 
political issue after opponents branded it 
discriminatory. As a result, the scheme has 
been scaled back; by the end of January, 
fewer than 5,000 workers had signed on. 
Most have come from Eastern Europe, not 
from India. 

Unglamorous industries such as con- 
struction and metalworking also face grow- 
ing staff shortages. In Denmark, for example, 
around 9,000 skilled bricklayers and masons 
will retire by the end of this decade, but only 
half that number will finish their ap- 
prenticeships and be available to replace 
them. France lacks workers in activities that 
range from agriculture to hotel-keeping. 

Europe’s problem has been caused 
partly by prosperity. Healthy economies, 
particularly those such as Ireland’s, with 
fast-growing high-technology industries, 
have outstripped the local markets’ ability to 
furnish qualified workers. Unqualified 
workers, by contrast, should be relatively 
easy to find, given that unemployment in the 
Eu stands at 8.1%, twice as high as in America. 
But, as people have grown richer, they have 
become less willing to take manual jobs that 
are seen as undesirable and undignified, and 
often pay only the minimum wage. In 
France, the introduction of a 35-hour work- 
ing week means that more workers are 
needed to produce the same economic out- 
put, which is aggravating labour shortages. 

There are also some structural reasons 
behind Europe’s problems over skilled la- 
bour. In many countries, education and 
training have struggled to adapt to the needs 
of a changing economy. For example, Ger- 
many’s demanding and lengthy training 
courses mean that only a limited number of 
qualified workers emerge each year. De- 
mand for more flexible courses is growing, 
but progress has been slow. 

In general, Europeans remain less willing 
than Americans to move—even within 
countries, let alone across borders. In Italy, 
for example, there is persistent high unem- 
ployment in the south and a labour squeeze 
in the north, but southern workers are reluc- 
tant to relocate. This has encouraged compa- 
nies in the prosperous north to fill the gap 
with immigrants (see box on next page). 

Several countries, notably France, re- 


59 











BUSINESS 








| Polyglot production 


CONEGLIANO 


IXTY kilometres north of Venice, Cone- 

gliano is typical of those small towns 
whose tightly run family businesses drive 
the economy in north-east Italy, And 
Omad, a firm that produces around 1.5m 
fittings for window shutters each year, is 
typical in another way:in its heavy reliance 
on immigrants from outside the £u, who 
make up about a third of its so-strong 
shopfloor payroll. 

One line of presses that stamp out steel 
hinges is manned completely by extra-co- 
munitari (non-Eu) employees. Victor Am- 
ponsa, who comes from Ghana, worked il- 
legally for three years near Naples, 
harvesting tomatoes and watermelons, be- 
fore Omad hired him on a regular contract 
in 1997. His colleagues on the production 
line come from Chile, Ecuador and Serbia. 

Immigrants began arriving in the Ve- 
neto in the early 1990s, when war started in 
the Balkans, coincidentally at a time when 
local firms first felt the labour market tight- 
ening. Roman Catholic and charitable 








organisations helped tackle the bureauc- 
racy for residence and work permits. They 
also operated as unofficial labour ex- 
changes, introducing immigrants to po- 
tential employers. Now the extra-comuni- 
tari have themselves become the network 
for employers to find workers. 

There is no national or racial antago- 
nism at Omad, despite the fact that it has 
people from ten different countries on its 
books, says Angela Dacco, who runs the 
firm that her grandfather founded in 1920. 
“We have come here to work and escape 











the problems at home,” agrees Dragama 
Simic, a Serb from Belgrade. Her colleagues 
include Albanians and Bosnians. 

It is odd that the labour needs of com- 
panies in the Veneto, whose unemploy- 
ment of around 3% in effect means fullem- | 
ployment, are met by extra-comunitari. | 
Unemployment in southern Italy stands at 
over 20%. But jobless southerners want 
jobs taken to them, rather than moving to 
where the work is. This split between 
northern and southern Italy occasionally 
makes news, as in January when a north- 
ern engineering firm revealed that it could 
not fill 1,500 vacancies. 

Companies are reluctant to go south, 
however. They prefer to build factories in 
Central Europe, which is closer and where 
labour costs less, Were jobs at Italian plants 
to be restricted to £u workers, many firms 
would be at risk. “Without our extra-co- 
munitari we would have to cut back dras- 
tically and might even have to close,” says 
Ms Dacco. A large chicken-processing fac- 
tory near Conegliano would face certain 
shut-down, as would many of the region’s 
tanneries, where non-eu workers form | 
most of the payroll. | 








main deeply suspicious of immigration, 
even when itis clear that it would benefit lo- 
cal companies and not threaten communi- 
ties. “With more than 2m unemployed in 


© France, itis political dynamite to suggest that 


immigration is the answer to labour short- 
ages,” says a leading commentator, That ex- 
plains why Medef, France’s employers’ fed- 
eration, has no official position on whether 
immigrant workers should be encouraged. 
Jean-Paul Vermes, author of a recent re- 
port by the Paris Chamber of Commerce on 
the recruitment crisis in France, notes that 
many politicians conflate legal and illegal 
immigration, producing alarmist statistics 
about the number of jobs going to foreigners. 
In fact, he points out, France admits on aver- 
age only around 20,000 legal immigrant 
workers each year, one of the smallest totals 
in Europe. His report made a series of recom- 
mendations, including revamping technical 
and professional training systems, and al- 
lowing skilled retirees to re-enter the work- 
force without losing their pension rights. 


Shipping in foreigners 

In the short term, however, many compa- 
nies have no choice but to look around Eu- 
rope, or farther afield, to find staff. A case in 
point is Alstom Marine, the shipbuilding 
arm of France’s leading engineering and con- 
struction group. In the past three years, it has 
tripled its business at St Nazaire on the At- 
lantic coast. By landing a string of contracts 
for cruise ships, Alstom has put into reverse 
the long-term decline of France’s maritime 
industry. 
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French subcontractors have, however, 
been unable to recruit qualified workers lo- 
cally,and as muchas 70% of each boat is now 
built by non-French contractors. Welders 
skilled enough to work on aluminium come 
from Poland and Sweden, recruited by 
French companies that can legally employ 
foreigners provided they pay them above a 
minimum salary. High-quality electrical en- 
gineering and fitting-out work is done by 
Italians and Swedes. Of Alstom’s 13,000 
workers at St Nazaire, 5% are non-French. 
That proportion is expected to rise next year. 

Similar stories can be found wherever 
companies or regions are growing strongly. 
And as demand for workers increases, com- 
panies are putting pressure on governments 
to become more flexible in their approach to 
immigration. 

A recent report on migration by the 
OECD noted that there has been a decisive 
shift towards more temporary migration, 
particularly related to work. “All over Eu- 
rope there are examples of specific exemp- 
tions to tough immigration laws being al- 
lowed for professions where there are 
shortages,” says Jean-Pierre Garson, author 
of the report. He says that Britain has the 
most innovative approach. For example, it 
has been prepared to drop eligibility criteria 
and replace them with fast-track work per- 
mits for workers in areas that suffer the 
worst shortages. Companies such as Alstom 
will be hoping that this pragmatism spreads. 
Without it, their ability to grow will be se- 
verely hampered. 





Layoffs 
Dotgone > 


NEW YORK 


HE “new economy” really is different: it 
is worse, at least for those who not long 
ago were working in it. Layoff announce- 
ments in America have reached levels not 
seen since the downsizing epidemic of the 
late 1980s. This week alone, more than 30,000 
workers lost their jobs, in businesses ranging 
from frothy dotcom consultancies such as 
marchrirst to established institutions such 
as Charles Schwab and Motorola. This 
brings the announced total since the start of 
the year to around 350,000. Unannounced 
layoffs are even higher. Panic is starting to 
spread through the cubicle farms. 
Downturns have always brought layoffs, 
but this time the downsizing is different. For 
a Start, it is coming more quickly and with 
less warning. Until a few months ago, the 
technology industry claimed some of the 
fastest-growing companies in history. Their 
executives spent sleepless nights worrying 
about where they would find the new engi- 
neers they needed. Now, in true Internet 
time, they must suddenly shift into reverse, a 
gear many have never even found before. 
Once, companies might have soldiered 
through what they suspected would be a 
short-term dip, but this time they do not 
have that luxury. The larger public firms, 
whose price/earnings multiples are still high 
despite steep price falls, cannot risk missing 





Human sacrifice 
Number of layoff announcements 
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another quarter’s profits. They feel obliged to 
offer investors an instant human sacrifice to 
show that they still care about market opin- 
ion. Start-ups, meanwhile, must cope with 
even harsher investors. Some have been 
forced to accept bail-out funding on brutal 
terms. The venture-capital backers of such 
firms as uco Networks and Shutterfly have 
made their most recent rounds of funding 
contingent on layoffs of up to 45% of staff. 

This is the first big redundancy wave to 
affect mainly “knowledge workers”, rather 
than manufacturing employees. In some 
ways this is a good thing: knowledge workers 
tend to be younger, with more portable skills 
than, say, an ex-steelworker. But there are 
costs, too. They rarely have unions to protect 
them; nor can workers sacked by dotcoms 
expect much severance pay. 

Dotcoms have become notorious for 
bungling their day of reckoning. Employees 
often first hear about their layoffs from gos- 
sipy websites such as fuckedcompany.com. 
Others hear too late, returning from holidays 
to find somebody else sitting at their desk. 
This stems partly from the chaos that has hit 
the entire industry, but it also reflects man- 
agement inexperience. Start-ups are usually 
unprepared for layoffs, having few policies 
and employee-performance reviews in 
place that would ease the process of deciding 
which workers to sack—and defending it in 
court, if necessary. 

Even at bigger firms, the arrival of mass 
layoffs has turned the spotlight on to some 
controversial practices. Rather than cut 
across the board, companies such as Sun Mi- 
crosystems, Nortel and Intel ask managers to 
rank their employees on a bell curve, with 
the bottom 10-33% found wanting (a process 
known as “ranking and spanking” or the 
“hell curve”). In many cases, the bottom dec- 
ile is at risk of termination for performing 
badly, which often means no severance. 

This method, which General Electric, 
Ford and others have used for years to tune 
up their workforce, is seen by someas a disci- 
plined way to force the issue of performance 
to the fore. But it can be demoralising and 
dangerous when applied too quickly, with- 
out objective performance criteria to back 
up subjective rankings. If it turns out to have 
a disproportionate impact on older workers, 


women or minorities, it can even be the 
makings of a discrimination suit. 

Firms such as Computer Associates have 
been accused of disguising layoffs as perfor- 
mance-related sackings, either to avoid the 
public-relations stigma or the severance 
packages of a formal layoff. A recent investi- 
gation by The New York Times found that 
hundreds of Computer Associates employ- 
ees had been sacked this way over the past 
few months, even when they had an above- 
average track record. 

Yet such cases are not as straightforward 
as they seem, because in good times manag- 
ers tend to give employees better marks than 
they deserve, to avoid confrontation. 
“Ninety per cent of the records I've seen for 
fired employees had above-average or ex- 
cellent ratings,” says Phil Berkowitz, an em- 
ployment expert in the New York office of 
Salans, a law firm. A Supreme Court decision 
last year made firing somebody for poor 
performance, when other reasons actually 
dominated, enough to find evidence of 
wrongful dismissal. “I think we'll see a rash 
of lawsuits,” Mr Berkowitz says. 
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The most effective way to sack lots of 
people is to close a division or office, releas- 
ing all those who work there. Many of the 
dotcom consultancies, such as Viant and Ra- 
zorfish, have closed regional offices, laying 
off almost 10,000 employees in the process. 
But that rarely goes far enough: other cuts are 
needed in continuing operations. The chal- 
lenge there is to make layoffs look fair while 
still retaining the most productive workers. 
When uco recently laid off a group of em- 
ployees, for instance, its main criterion was 
whether or not their jobs generated revenue. 
The aim was to bring performance into the 
equation, leaving the company stronger 
without being so subjective that it invited a 
lawsuit. 

There is, however, another way to avoid 
lawsuits: get employees to sign a waiver in 
exchange for a better exit package. Amazon 
has offered an extra ten weeks’ severance for 
employees who sign away their rights. Gen- 
eral Motors offers vouchers towards a car 
purchase. In times like these, that can almost 
look like a good deal. 
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REYKJAVIK 


ARUS JONSSON, the jovial director of 
Hallo Frjals Fjarskipti, an Icelandic mo- 
bile-phone operator, has plans for global 
domination. Not, thankfully, the old Vi- 
king racket of cleaving skulls in distant 
lands. Mr Jonsson wants to save you 
money by selling you an Icelandic mo- 
bile-phone number. 

Keen to move the country from de- 
pendence on natural resources (ie, fish) to 
a “knowledge economy”, Iceland’s gov- 
ernment has invested heavily in cellular 
technology and fibre and satellite links to 
Europe and America. One result is that 
Iceland now has the highest rate of mobile 
ownership in the world. Another, given 
that there are only about 
280,000 Icelanders, is sev- 
eral million surplus 
phone numbers. 

Mr Jonsson reckons 
this virtual resource 
makes his country an 
ideal venue for the na- 
scent business of prepaid 
roaming services (for 
travellers making calls on 
foreign networks). Mint, a 
British firm that is pio- 
neering prepaid interna- 
tional roaming, agrees. 
Last year, it bought 50% of 
Hallo. It plans to use Ice- 
land as a hub from which 
itcan track its users. 

A 





Paris calling Brussels, via Reykjavik 





Happy roaming 





The idea of prepaid roaming is simple 
enough. On arriving abroad, users swap 
their usual sım card for an Icelandic one. 
Their calls are relayed via Iceland, but at a 
lower, flat rate—about $1.20 per minute 
for outgoing calls to anywhere in the 
world, and half that for incoming. Calling 
through Iceland is a bargain, Mr Jonsson 
maintains, saving the average user 40%. 
Ironic, given that Iceland is probably the 
most expensive country in Europe. 

Mr Jonsson reckons that travellers are 
overcharged for roaming. There is little in- 
centive for operators to bring down roam- 
ing charges since many turn a tidy profit 
by stinging visitors to their network. In- 
deed, some industry ob- 
servers think that roam- 
ing charges will continue 
to rise. 

Together, Hallo and 
Mint hope to sell 125,000 
Icelandic phone num- 
bers this year, rising to 
500,000 in 2002. They will 
start by aiming at Euro- 
pean executives who 
notch up hefty roaming 
charges on the road. For 
frequent fliers, Mr Jons- 
son recommends two 
handsets: the usual one 
for receiving important 
calls, and an Icelandic 
one for calling out. 


























BUSINESS 
Polish telecoms 


Three’s a crowd 


WARSAW 


ICK your suitor with care—especially if 

you’re dancing with more than one. That 
is a lesson Barbara Lundberg, the embattled 
American boss of Elektrim, Poland’s flagship 
conglomerate, is unlikely to forget. She 
helped transform the once-sprawling com- 
munist-era trading company into a much 
leaner telecoms and energy group. But she 
and her fellow managers have now become 
caught upin a fierce tug of war between Elek- 
trim’s two covetous foreign partners, Vi- 
vendi Universal and Deutsche Telekom, 
over its prized telecoms business. 

Ever since Ms Lundberg took the reins in 
early 1999, Elektrim has been riding a cor- 
porate rollercoaster, with bold acquisitions, 
perennial legal and financial uncertainties 
and eleventh-hour rescues by foreign inves- 
tors. When the company secured a majority 
stake in Polska Telefonia Cyfrowa (PTC), 
Central Europe’s largest mobile-phone op- 
erator, it became an attractive partner for se- 
rial predators, such as Deutsche Telekom, 
that wanted to expand their Central Euro- 
pean operations. 

In 1999, Elektrim snubbed the German 
carrier by teaming up with Vivendi in a two- 
stage deal that kept the Polish group afloat 
and gave the French media giant 49% of its 
telecoms unit (which holds a majority stake 
in PTC). As a founding shareholder of etc 
bent on winning control, Deutsche Telekom 
launched an arbitration case against Elek- 
trim, contesting its majority ownership of 
the mobile operator. 

Allegiances soon shifted, however. Elek- 
trim’s relations with Vivendi cooled last 
year, and it sought rapprochement with the 
Germans. This led to last December’s agree- 
ment to sell six fixed-line businesses (includ- 
ing one of the lucrative licences for Warsaw) 
to Deutsche Telekom, as a prelude to ceding 
control of prc. 

Ever since, Vivendi has been looking for 

ways to hit back. It planned to stage a coup 
on March 28th, by teaming up with allies on 
Elektrim’s supervisory board to oust Ms 





Lundberg and her deputy. But the plot was 
foiled at the last moment by boardroom op- 
ponents, three of whom resigned to deny Vi- 
vendi a quorum. 

All this has left Elektrim’s minority 
shareholders, who are mostly in favour of 
the Deutsche Telekom deal, baffled. They are 
threatening to kick up a stink. A group of 
prominent institutional investors, including 
Schroders, Invesco and Templeton, which 
between them own more than 20% of the 
shares, have called a special meeting for 
April 20th in the hope of shaking up the 
board. They are incensed that the coup-plot- 
ters represent shareholders with less than 
10% of Elektrim, and are determined not to let 
Vivendi (with less than 5%), or Deutsche Te- 
lekom for that matter, call all the shots. 

They may yet win, as the power that mi- 
nority shareholders can wield in Poland is 
growing. Shareholder activism used to con- 
sist of little more than occasional (and largely 
fruitless) outbursts by Mark Mobius, an 
emerging-markets guru. But it has received a 
boost from a new force on the capital mar- 
kets: domestic pension funds, two of which 
called for the Elektrim meeting next month. 

With 3.2 billion zloty ($800m) parked in 
local equities at the end of last year, the pen- 
sion funds have amassed stakes in a slew of 
companies. They have already become in- 
volved in two high-profile cases. Minority 
shareholders at Stomil Olsztyn, a tyre maker, 
are taking legal action against Michelin, the 
firm’s strategic investor, alleging that profits 
were illegally transferred, while investors in 
Bank Slaski are threatening to scupper a 
planned merger with 1no’s Polish unit if the 
Dutch bank does not improve its public bid 
and appoint an independent auditor. 

But Elektrim is different. For one thing, 
investors cannot agree who is the baddy. 
Then there is the crucial issue of future strat- 
egy. Elektrim has hinted that it may eventu- 
ally scale back its telecoms business and re- 
turn to its roots in power, but it seems 
uncertain. Only one thing is for sure: neither 
Vivendi nor Deutsche Telekom is ready to re- 
treat. At some point, Elektrim will have to go 
through a stormy divorce. Whether it can 
forge a more monogamous, let alone dura- 
ble, partnership with its remaining spouse is 
anybody’s guess. 
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Asian privatisation 


State-owned 
stockpiles 


BANGKOK 


E aseverybody else was fleeing in ter- 
ror, a handful of eager investors began 
pouring into East Asia in 1998. They came 
from private-equity funds and multination- 
als, their pockets lined. with cash for the 
Great Fire Sale. The bargain hunters visited 
the stalls of a few troubled tycoons and 
sickly banks, before heading on to what they 
hoped would offer the best deals of all: state- 
owned assets. 

Investors had good reason to hope for a 
fresh wave of privatisations. East Asia’s gov- 
ernments had borrowed heavily to bail out 
their banks, and they seemed to need the 
money. More important, the region’s col- 
lapse had exposed some huge structural pro- 
blems in Asian companies. Many industries 
clearly needed more foreign technology and 
experience to boost productivity—espe- 
cially those sectors in which state-owned 
firms still dominate, such as energy, tele- 
coms and transport. Yet more than three 
years after the collapse, most governments 
are still hanging on to their assets—and a 
couple have actually bulked up their state- 
owned empires. 

In Malaysia, for example, the govern- 
ment has been snapping up stakes in the . 
private sector. One such deal followed the 
initial public offering last month: of Time- 
dotcom, a telecoms firm controlled by Halim 
Saad, a heavily indebted businessman with 
close ties to government leaders. The 1ro 
flopped with retail investors, leaving the un- 
derwriters stuck with 75%: of the. shares. 
Three government-run funds responded by 
acquiring a combined 17%’stake in the firm, 
the market value of which promptly 
plunged. That followed a deal in December, 
in which the government paid Tajudin 
Ramli, another well-connected business- 
man, more than twice the market price for a 
29% stake in his ailing Malaysian Airlines. 
Before that, the state-owned oil giant, Petro- 
nas, used its copious cashflow to buy a stake 
in Proton, the prime minister’s pet car pro- 
ject, from a local conglomerate. 

Among the many disappointing aspects 
of these deals were the missed opportunities 
to bring in foreign strategic investors. Singa- 
pore Telecom tried tobuy into Timedotcom’s 
parent, but was rebuffed. Similarly, at least 
two foreign airlines had shown interest in 
Malaysian Airlines before it was bailed out. 

Indonesia’s government, too, is now sit- 
ting on a bigger pile of assets than it was 
when the crisis began. Many of these are held 
by the Indonesian. Bank Restructuring 
Agency (rera), which took over much of the 
banking system after it collapsed. rsra has 





bought far more than a stack of 
bad loans and collateral, how- 
ever. To make good on their 
debts, the tycoons who owned 
failed banks also had to turn over 
stakes in their industrial empires, 
ranging from shrimp farms to 
tyre makers. At the time, one con- 
sultant called this the largest na- 
tionalisation of assets since the 
communist takeover of China. 

China and its communist 
neighbour, Vietnam, are now 
hoping to shrink their state sec- 
tors. But Indonesia continues to 
sit on its new stockpile. It made 
one high-profile sale early last 
year, unloading its stake in Astra Interna- 
tional, a car firm, for $500m. But it has 
dragged its feet on other deals. It made some 
belated progress this month, agreeing to sell 
some palm plantations from the Salim 
Group to Malaysian investors, But just as 
those assets roll out of the loading bay, fresh 
ones may be arriving via the Sinar Mas 
Group, which last month pledged stakes in 
its businesses—including the troubled Asia 
Pulp & Paper—to make good on its debts to 
the government. 

Although they have not been quite so ac- 
quisitive, other governments in the region 
have been slow to sell existing state firms. 
The only bright spot has been banking, and 
even there only up to a point. After taking 
over several failed: banks early in the crisis, 
South Korea’s government was quick to sell 





Lee up, Li down 


HONG KONG 


HAT a difference a year makes. Last 

March, Lee Hsien Yang, the chief ex- 
ecutive of Singapore Telecom (SingTel) was 
smarting over a defeat at the hands of 
Richard Li, the boss of ecew, at the time an 
up-and-coming Internet company. Mr Li 
had just snatched Hong Kong's telecoms 
incumbent, nxt, away from Mr Lee (the 
two have the same Chinese name, but 
transliterate it differently). For SingTel, 
worse was to follow. In May, it was re- 
buffed again, this time from buying a Ma- 
laysian telecoms firm. pccw, by contrast, 
sealed deal after deal—-and Mr Li became a 
cyber-celebrity. 

That was not how things looked this 
week. On March 26th, SingTel’s Mr Lee was 
| able to declare victory after a long struggle 
| to buy the second-largest telecoms oper- 
| ator in Australia, Optus. The $8 billion of- 








fer, from Singapore’s largest company, is 
also the city-state’s largest overseas acqui- 
sition ever. For Mr Lee, who has been 
increasingly desperate to expand abroad 
ever since SingTel lost its domestic monop- 
















































stakes to foreigners. Thailand, too, has sold 
stakes ina few failed banks to foreign buyers. 
But after long and tortuous negotiations, it 
refused to strike deals to sell two others, 
Bangkok Metropolitan Bank and Siam City 
Bank. In Indonesia, meanwhile, rpra still sits 
on its stakes in Bank Central Asia and Bank 
Niaga, to the imr’s grave displeasure. 

In other crucial industries, governments 
are in even less of a hurry to sell meaningful 
stakes. In India, where ministers prefer tocall 
privatisation “disinvestment”, big strategic 
investments have been especially unwel- 
come. Instead, the government settles for 
selling small stakes into the stockmarket. 
This practice raises money and fosters some 
accountability, but it passes up the huge po- 
tential benefits that strategic investors can 
bring. There is now a risk that Thailand will 





go the same way. After running a 
nationalistic campaign, the new 
government of Thaksin Shina- 
watra seems determined to rely 
on local resources when possible. 

If Mr Thaksin follows 
through on promises to list state 
firms on the stockmarket, itcould 
bring some benefits, both by ex- 
posing the firms to more scrutiny 
and by helping to build up Thai- 
land’s domestic capital markets. 
But a local listing with dispersed 
ownership is plainly the wrong 
move for some state firms. Thai 
Airways could desperately use 
an injection of money and talent 
from a foreign carrier, but it seems unlikely to 
get either under Mr Thaksin, a telecoms ty- 
coon turned politician. 

A few signs of hope remain. The new 
president of the Philippines, Gloria Macapa~ 
gal Arroyo, says she wants to sell the national 
power company by mid-year. Singapore, 
never in tune with its neighbours, also seems 
keen to speed things up. The government's 
willingness to reduce its stake in Singapore 
Telecom, and to give up its veto power over 
big decisions, made it easier for the company 
to strike this week’s deal to buy Australia’s 
Optus (see box). But elsewhere in the region, 
governments still seem to treasure control — 
over all else. They may bemoan the lack of 
foreign direct investment, but they continue 
to keep some of their best assets off the table. 





oly last April, it was the coup that had 
eluded him for so long, At a stroke, Optus 
will transform SingTel from a second-rate 
telecoms outfit that dabbles overseas intoa 
serious regional company with half of its 
revenues coming from outside Singapore. 

For Mr Li, meanwhile, fate has added 
infamy to injury. pccw’s shares are down 
by 87% from their high of a little over a year 
ago. In effect, the market now values only 
HKT and considers Mr Li’s erstwhile In- 
ternet vision entirely worthless. Those who 
courted Mr Lia year ago now accuse him of 
cynically creating hype without substance. 
As if to prove the point, pccw has been 
forced to admit that it exaggerated Mr Li’s 
educational achievements (he attended 
Stanford University, but never graduated, 
as PCCW’s press releases have repeatedly 
claimed). To cap it all,on March 28th pccw 
announced a consolidated loss for last 
year of $886rn. 

Despite being bitter rivals, Messrs Lee 
and Li are in some respects strikingly simi- 
lar. Both are second sons of the most pow- 


erful menon their respective home turf. ie : 
Lee’s father is Lee Kuan Yew, Singapore’s 
founder and senior minister; Mr Li's is Li 
Ka-shing, the biggest tycoon in Hong Kong. 
Both sons see their future in telecoms. And 
both benefit from their connections, but 
hate to acknowledge this. 

If there is a difference, it is that SingTel’s 
Mr Lee cannot abide hype and favoursdry, 
analytical substance instead. pccw’s Mr Li 
is quite the opposite. So when Mr Lee lost 
the battle for nxt and argued that over- 
paying to save face is wrong, it is possible 
that he even meant it. 

If so, however, he chose an odd way of 
redeeming himself this week. Mr Lee 
knows Optus’s main shareholder, Britain’s 
Cable & Wireless (caw), all too well—it 
was also the seller of uxt last year. This 
may be why Mr Lee took no chances this 
time, offering so much for Optus that Sing- 
Tel’s shares dived on the news—to an all- 
time low, at one point—just as Caw’s 
soared. The deal will dilute SingTel’s earn- 
ings for several years to come, After a year 
in Mr Li’s shadow, Mr Lee could be forgiven 
for craving a moment of fame. Still, who 
would have thought that the two might 
turn out to be twins after all? 

Sotaan 
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BUSINESS 
The car industry 


Downhill racers 


DETROIT AND LONDON 





European companies should fare better than their American rivals in the 
car-market slump that is spreading on both sides of the Atlantic 


HE recent film “A Perfect Storm” re- 
counts a tragedy that occurred when 
- three separate storms converged off Amer- 
ica’s north-eastern coast, overwhelming an 
Atlantic fishing boat. The boat could have 
ridden out one or two, but not the mighty 
combination of three, which created moun- 
tainous seas and cut off any retreat. 

This image was invoked by Bob Eaton 
(until recently co-chairman of Daimler- 
Chrysler) to explain the forces that led him 
to sell Chrysler to Daimler-Benz three years 
ago. If anything, Mr Eaton might have been 
understating the scale of the tempest that is 
approaching car companies. 

The industry faces four challenges. First, 
it is heading into a big slump in its two main 
markets, North America and Europe. Some 
forecasters see worldwide car sales sliding by 
11% over the next two years, with a steeper 
fall of around 20% in America (see chart). But 
Graeme Maxton of Autopolis, a consultancy, 
sees three other danger points. The industry 
is still financially weak, despite a decade of 
buoyantsales; prices are falling by around 1% 
a year in both America and Europe; and 
overcapacity of around 25% is likely to drive 
prices down further as car makers pump out 
more vehicles. 

Rick Wagoner, chief executive of Gen- 
eral Motors (Gm), says that he will temporar- 
ily shut down some production, to adjust in- 
ventories to meet American demand for 16m 
vehicles this year, down from a record 17.5m 
last year, Other car makers are doing the 
same. But outside forecasters are pencilling 
in figures as low as 15m—a 15% fall in one year 
alone. For the past year, GM, Ford and Chrys- 
ler have kept up sales only by offering dis- 
counts of around $1,500 per vehicle. Even so, 


GM's and Ford’s inventories 
stand at 80-odd days of produc- 
tion, 20 days more than usual. 
And Chrysler admits that it has 
blown $5 billion of its $7 billion 
cash pile in the past six months, 
$2m of it on discounts. 

In Europe, profits at BMW, 
Volkswagen, Renault and psa 
Peugeot Citroén have boomed 
in recent years, thanks in part to 
strong product design. But over- 
all sales have fallen in eight of 
the past nine months, and a 
steep decline of 8.7% in February sent a chill 
through the industry. The biggest losers in 
Europe during the boom have been cM, 
Ford and the Japanese trio of Toyota, Nissan 
and Honda. For them and for Fiat, which is 
barely profitable, a downturn will be grim. 

GM’s weakness in Europe can be traced 
to Opel, the bombed-out German subsid- 
iary thatis still the core of its European oper- 
ations. Opel has suffered from a series of 
quality problems and tired designs, and its 
brand has taken a hammering. This week, 
GM at last found a replacement for Robert 
Hendry, who resigned as head of Opel in 
January. The new man, Carl-Peter Forster, is 
the fourth boss in three years. 

As for the Japanese, their product weak- 
ness has been aggravated in Europe by the 
fact that they mostly manufacture in Britain 
and so suffer from the strength of sterling 
against the euro. Honda admitted this week 
that its European operating losses this year 
would be ¥50 billion ($408m), almost four 
times as much as last year. The company is 
slashing its dealer network in Europe to 
create fewer, but bigger outlets, and is 
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switching some production at its Swindon 
factory to make suvs for the American mar- 
ket rather than small cars to sell in Europe. 

The financial weakness of the car com- 
panies is mainly due to their failure to ratio- 
nalise aggressively enough in the consolida- 
tion that began with the creation of 
DaimlerChrysler in 1998. Several other 
mergers and alliances have fol- 
lowed. Some, such as Renault’s 
rescue of Nissan, have led to ca- 
pacity cuts and dramatic profit 
recovery, but others, such as 
Gm’s alliances with Fiat and 
with a string of Asian firms, 
have yet to produce results. 

The three American manu- 
facturers are also vulnerable be- 
cause their profits have come 
from too narrow a model 
range—a few pick-ups, suvs 
and minivans—while the mid- 
sized saloons and smaller cars 
they make earn only meagre returns, or even 
lose money. Now that the Japanese are 
building their own suvsin America, this seg- 
ment looks crowded. Car makers must 
dream up some exciting new vehicles to en- 
tice jaded and cautious consumers to open 
their wallets in a downturn. So far, Detroit's 
attempts to do so have been embarrassing— 
the most egregious example being cm’s 
goofy Aztec suv. Worse, both Gm and Ford 
have failed to offer good diesel engines, 
which are popular in Europe. 


Back from the brink 


The recent success of European companies 
such as Volkswagen, Renault and psa Peu- 
geot Citroen, all of which have bounced 
back from near-death experiences, is in- 
structive. They may have improved their ef- 
ficiency in many ways, but the secret of their 
success has been innovative products, such 
as the Renault Megane Scenic and the Ci- 
troén Xsara Picasso, the bestselling compact 
people-cartiers. vw has transformed its 
profitability by moving all 54 of its models 
on to four basic floorpans. 

By comparison, the Americans and Jap- 
anese have suffered in Europe because their 
model ranges are old and bland. Alain Uyt- 
tenhoven, head of brand management at 
Opel, observes ruefully that “with five body 
styles you could cover all of Europe’s pro- 
duct segments in 1989. Now that would 
reach only 50%.” It is ironic that the Europe- 
ans, notably the French, are showing the way 
as the car market fragments and branding 
becomes crucial. Today, the art is to have en- 
gineering skills and product development, 
combined with a flair for brand manage- 
ment that Europeans normally deploy only 
in luxury goods. It has so far worked a treat 
for the best French and German car firms. It 
may even shield them in the coming down- 
tum. 
sonnel 
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We are focused on establishing global market harmonisation 
across borders, while satisfying local market needs. 

It is a major challenge but one we are convinced we can meet. 
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We have the vision. 
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Our Creation platform provides smooth integration across 
our multinational customer base. 

All our products are designed with a view to market 
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managers for the first time. 

These are giant strides towards global integration - establishing 
us as the global clearer of choice 
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Chemical reaction 


Michael Parker, the boss of Dow Chemical, defends his industry passionately against public 
criticism. His job will only get harder 


OT since the publication in 1962 of “Si- 

lent Spring”, a book that uncovered the 
dangers of pesticides such as ppt, has Amer- 
ica been so shocked by a well-documented 
exposé of the chemicals industry. That, at 
least, was how the promoters of “Trade Se- 
crets” expected their new Tv programme to 
be greeted. The report, presented by Bill 
Moyers, a respected journalist, was broadcast 
this week. In anticipation, dozens of citizens’ 
groups across the country, from high-school 
children in Georgia to breast-cancer victims 
on Long Island, organised public viewings. 

The show did not disappoint. Using tens 
of thousands of internal documents, it out- 
lined a conspiracy by America’s leading 
manufacturers of vinyl chloride (used to 
make pvc) to disguise the health risks linked 
to it. The show then explained that, of the 
many chemicals in common use today, very few have actually 
been tested for their impact on human beings—and that this is 
perfectly within the law. Too little is known about their long-term 
effects to tell if they are slow-acting poisons. 

What does Michael Parker, the boss of Dow Chemical, think of 
all this? It might seem a bit unfair to put that question to him. After 
all, he is new in the top job, and has his hands full with Union Car- 
bide, an acquisition for which Dow only recently won regulatory 
approval. Yet it is this deal that puts Mr Parker in the hot seat. Un- 
ion Carbide is no ordinary chemicals firm. Who can forget the im- 
ages of the blind and tormented victims of the gas leak at the com- 
pany’s plant in Bhopal, India, in 1984? Mr Moyers’s programme 
this week stirred such memories by mentioning Union Carbide 
frequently in unflattering terms (as well as Dow). The firm’s former 
boss, Robert Kennedy, was even shown glibly dismissing the con- 
cerns of workers, saying: “If we don’t make those chemicals, some- 
one will.” 

Another reason to challenge Mr Parker is his boast that the ac- 
quisition of Union Carbide has made Dow the world’s biggest 
chemicals company. That is a shaky claim, as DuPont is bigger 
when measured either by market capitalisation or by revenues. 
Unlike Dow, though, DuPont behaves as though “chemical” were 
a dirty word. The Delaware firm has dropped its well-known 
motto of “Better living through chemistry”, and its bosses insist 
thatitis a “science” concern rather than a chemicals company. 

Yet, far from ducking such a label, Mr 





ers. That sounds easy enough. But it would 
mean, for example, admitting that some of 
the chemicals deemed so essential to modern 
life might—just possibly—be slowly poison- 
ing us. It certainly requires a better show than 
that put on by the industry's spokesman on 
Mr Moyers’s programme, who insisted that 
all chemicals are safe and have been tested. 
Yet his employer, the industry's represen- 
tative body, had previously admitted that 
about nine-tenths of the industrial chemicals 
in common use have not been tested. Mr 
Parker will have to push his industry’s front 
men to take transparency more seriously. 

The best way forward is to disclose full in- 
formation about the testing and emissions 
that are involved in the manufacture and use 
of the industry’s products. For decades, the 
chemicals industry has been extremely hos- 
tile to all initiatives that would force such disclosure. That, argues 
David Roe of Environmental Defence, a green group, is because a 
ray of light can be incredibly powerful. California, which has 
America’s strongest “right to know” laws for chemicals, has seen a 
bigger drop in the release of toxins into the atmosphere than the 
rest of the country, where similar initiatives have been thwarted 
by industry opposition (see chart). 


Fingered by technology 
If the industry does not try harder, it could find itself in trouble. 
Technological advances are fortifying the arsenal of weapons 
available to critics. Earlier this month, Centres for Disease Control 
and Prevention, a federal government agency, released the first- 
ever national study to quantify the “body burden” resulting from 
exposure to lead, tobacco smoke and such chemicals as phthalates 
and certain pesticides (see page 33). In the past, experts could esti- 
mate human exposure only by testing air, water or soil samples, 
but now they can measure chemicals directly in blood and urine. 

Another threat comes from “fingerprinting” technology that 
may allow experts to identify exactly where chemicals found in 
the body have come from. Yet another technology is making it 
harder for firms to bury nosy critics in mountains of data: Envi- 
ronmental Defence has posted emissions data for America’s big- 
gest polluters on the Internet, broken down by post code. 

Mr Parker can plausibly claim to be more receptive to these 
changes than other bosses are. Dow has 





Parker comes out fighting. He argues that 
his industry is unappreciated. “Chemi- 
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A nation in detox 
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worked with the Natural Resources De- 
fence Council (NRDC), a green group, to 
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yet few people realise it,” he says. “Just 
stretch out your hand and pick up ten 
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Midland, Michigan. This reduced emis- 
sions by over 40%, while actually saving 








things in the room. Ibetatleast six of them 


money. It also won praise for Dow from 





were made using chemicals.” Yet, he ar- 
gues, few consumers or even workers in 
the industry realise this. “We must inform 
and inspire people,” he insists. 

Earning and retaining the public’s 
trust today means extending the open- 


ness that Mr Parker likes to talk about for ORRIRA ROEN IT 
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NRDC’s Erik Olson, one of the industry’s 
fiercest critics. But he follows this up with 
a warning: “Where tobacco is today, the 
chemicals industry will be in justa couple 
of years...the two industries are peas in a 
pod.” Mr Parker may be proud of Dow 
and its products, but he should also feel a 
little nervous. 











his workers to all the industry’s custom- 
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FOOT-AND-MOUTH DISEASE 


The costs and cures 


Britain has changed its attitude towards vaccination as a way of controlling 
its current epidemic of foot-and-mouth disease. But vaccination offers no 
quick fix against a supervirus that can, literally, blow in from anywhere 


UMBRIA, in north-west England, is 

home to the Lake District national park, 
long synonymous with wandering poets, 
fells, mountains and sheep. It is undoubt- 
edly one of the most beautiful, and most vis- 
ited, areas of the country. But in recent weeks 
it has also become synonymous with some- 
thing much less Elysian—namely, foot-and- 
mouth disease (rmp). Almost 40% of the re- 
cent confirmed cases of FMD in Britain have 
been in Cumbria, and this is one of 
the areas where the government is 
now concentrating its efforts to 
eradicate the disease. 

Despite Tony Blair’s claims 
this week that Britain is still “open 
for business”, that is not how it 
looks in Cumbria and those parts 
of the country most affected by 
the disease. Tourists are staying 
away in hordes, and many farm- 
ers are living under siege. To those 
on the ground, it was only this 
week (more than 30 days after the 
first case of FMD was confirmed) 
that the government looked as 
though it was belatedly treating 
the epidemic with the seriousness 
it deserves. 

Last weekend, a special cabi- 
net committee was convened to 
oversee the crisis, and the army 
wasatlast called in todig huge pits 
in which to bury animal car- 
casses. At an old airfield in Cumbria, giant 
trenches have been carved out to take up to 
500,000 animals. 

On March 27th, the agriculture minister, 
Nick Brown, gave the official account (or, at 
least, theory) of how Britain’s foot-and- 
mouth epidemic might have started. In- 
fected meat, probably imported illegally 
from East Asia, went to a restaurant in the 
north-east of England, and the waste ended 
up in the swill fed to pigs at a farm in Hed- 
don-on-the-Wall in Northumberland. Some 
time later, the disease was detected in pigs 
from the Heddon farm at an abattoir in Es- 
sex, over 250 miles (400 km) away. 

The British outbreak of rmp has now 


spread to three other European countries. 
France has reported two cases; the Nether- 
lands seven; and Ireland one. But the disease 
is found worldwide, a well-known affliction 
that has plagued farmers for at least 400 
years, Outbreaks have been reported in 34 
countries in the past 18 months. The virus 
now plaguing Britain is one of seven main 
types of rmMp—the so-called “Pan Asia” va- 
riety. It started in India in 1990 and subse- 





Some countries’ sheep get regular jabs 


quently spread east to China and Japan at 
the same time as it went west to Europe. 

The international organisation charged 
with collating information on FMD world- 
wide is the Office International des Epizoo- 
ties (or). Since the 1970s, the o1£ has been in 
charge of deciding which areas of the world 
can carry its privileged “disease-free” status. 
Most countries will not import animals or 
meat from places that do not have that status 
from the oie. 

There are several classifications of dis- 
ease-free status, of which the most impor- 
tant are: disease-free countries where vac- 
cination is not practised; disease-free 
countries where vaccination is practised; 


and disease-free zones within larger coun- 
tries (such as South Africa and Argentina) or 
areas such as the £u, which was disease-free 
from 1989 until last month. In large tracts of 
sub-Saharan Africa, Asia, Latin America and 
the Middle East, where FMD is endemic, 
more than 1.5 billion doses are used annually 
in vaccination programmes. 

To maintain their status, disease-free 
zones have to prove, among other things, 
that there has been no outbreak of fmb for at 
least 12 months. They also have to have in 
place “an effective system of surveillance” 
and to ensure that all “regulatory measures 
for the prevention and control of Mp have 
been implemented”. 


The flying bug 

The rmp virus is highly infectious. Veteri- 
narians are hard-pressed to think of a germ 
which spreads so readily. Infected animals 
take 2-14 days, depending on the species, to 
develop clinical symptoms. In the 
early days, they become viral fac- 
tories, turning out millions of FMD 
particles which find their way into 
bits destined for the food chain, 
such as milk and meat, and into 
other bodily fluids, such as saliva 
or urine, which contaminate the 
environment. Fortunately, the vi- 
rus does not affect humans. 

It does, however, have great 
staying power, and because it can 
linger on carcasses, or leach into 
the surroundings, the time be- 
tween diagnosis of the disease and 
slaughter, and then destruction of 
the carcass, is critical. FMD struck 
in Denmark in 1982, but the coun- 
try managed to keep this interval 
down to 15 hours, and limited the 
epidemic to 22 outbreaks. In the 
British onslaught, with over 700 
reported cases, the gap between 
diagnosis and slaughter has been 
2-3 days, which will have contributed to the 
disease’s spread. More manpower, in the 
shape of the army, will help to close this gap. 

Many viruses are tenacious, but what 
gives FMD its “super” status is the fact that it 
can fly. Itcan be carried on the wind by dro- 
plets exhaled by animals, mainly pigs. The 
1981 outbreak on the Isle of Wight is thought 
to have originated in Brittany, the virus hav- 
ing wafted over the English Channel. 

The movementof animals across Britain, 
to markets and abattoirs, probably ac- 
counted for much of the virus’s early spread 
in the days leading up to February 2oth this 
year, when the first outbreak was confirmed, 
and February 23rd, when the government 
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called a halt to all animal movements. The 
outbreak in the Netherlands, in five veal 
calves imported from Ireland, has been 
traced to their chance encounter at a transit 
farm in France with a shipment of infected 
sheep that were travelling from Britain. 
Although the disease can kill young ani- 
mals, it is not deadly in adults. It afflicts their 
mouths with nasty, fluid-filled lesions 
stuffed with virus, which then spreads to 
other bits of the body, such as the hooves. 
Animals can recover from these symptoms 
within weeks, but some species are never the 
same again. Cattle, for example, can lose up 
to half of their milk production in the first 
year after infection, and have a hard time 
putting on weight after they have had the 
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It’s not only farms that are out of bounds 


disease. Because compensation is available, 
itis more economical for a farmer to kill the 
animal than to keepit. 

Moreover, once recovered, sheep and 
cattle can still be viral carriers, and so still 
present a potential source of infection. The 
virus can also survive processing, so not only 
do rmp-free countries prohibit the import of 
live animals from infected regions, they also 
ban fresh meat and meat products, as well as 
straw and hay. So far as those grappling with 
an epidemic are concerned, infected beasts 
are better off dead. 

This week, Britain was given the option 
by the Eu to vaccinate 180,000 cattle in the 
most infected areas, if necessary. The oie is 
not prescriptive about vaccination; the issue 
is only important because countries still 
cannot distinguish between diseased and 
vaccinated animals. In places where the dis- 
ease is not endemic, governments use a mix 
of reactive measures (including limited vac- 
cination) tailored to their circumstances. 

In Argentina, for example, the authori- 
ties have adopted British-style restrictions 
on animal movement and slaughter. But 
they have also been following a policy of 
strategic ring vaccination around the out- 
breaks, and implementing a generalised vac- 
cination programme in the province of For- 
mosa in the north of the country. 

Despite the eu ban on general vaccina- 
tion, the Dutch have won permission for the 
limited use of vaccination in their current 
crisis. They argued that they have little room 
to burn and bury carcasses, so animals ear- 
marked for slaughter are vaccinated instead, 
prior to slaughter. This means that they are 
prevented from continuing to be infectious 
as soon as possible after identification. 


Economic strains 


Just as the ways of controlling the disease 
vary from country to country, so do the 

















economic implications. FMD hits the agricul- 
tural sector of an economy hard, but a reac- 
tive regime based solely on restricting move- 
ment and slaughtering may affect other 
businesses and industries even more. 

In Britain, farming has been shrinking 
rapidly in recent years, and is now down to 
0.9% of Gop, employing only 1.5% of the 
workforce (see chart 1). A recent report on the 
effect of the fmb crisis in Britain from ac- 
countants at PricewaterhouseCoopers (pwc) 
postulates an “optimistic” scenario and a 
“pessimistic” scenario. On the optimistic 
scenario, the loss to the agricultural industry 
this year will be a mere £500m ($720m); on 
the pessimistic scenario, it rises to £1.6 billion. 

These losses are smaller than those ex- 
pected in the tourism industry. With na- 
tional parks and many other properties 
closed for the duration, tourism and related 
businesses in rural Britain are already suffer- 











ing badly. The British Tourist Authority (BTA) 
estimates that foreign visitors spent £12.5 bil- 
lion in Britain in 1999, as well as the £3.2 bil- 
lion they paid in fares to British carriers. By 
far the biggest spenders are the Americans 
(see chart 2). 

On pwc’s “optimistic” scenario, the in- 
dustry is set to lose 5.8% of potential revenues 
in 2001, or around £1 billion-—twice the loss of 
the agricultural sector. The sta is now des- 
perately trying to woo back potential Ameri- 
can visitors put off by lurid tales of foot and 
mouth. Some hotels are offering 50% reduc- 
tions in a promotional campaign called 
Great Value Britain, while Virgin Atlantic 
and British Airways are offering to resched- 
ule trips affected by the outbreak. 

But Britain’s domestic tourism is worth 
much more than its overseas tourism, and 
on pwc’s “pessimistic” scenario losses here 
will amount to £3.4 billion. Overall, the im- 
pact of the foot-and-mouth crisis on Britain 
in 2001 could be between £2.5 billion and £8 
billion, or between 0.3% and 0.8% of cpp. 

In the light of such figures, some econo- 
mists have argued that Britain should sacri- 
fice its disease-free status and adopt a vac- 
cination programme. This would open the 
countryside again and reduce the harm 
done to industries such as tourism. The 
downside would be the loss of a proportion 
of Britain’s agricultural export market. But 
one economist, Peter Midmore of the Insti- 





They can be virus transporters too 


tute of Rural Studies at the University of 
Wales, has estimated that only £310m-worth 
of exports would be threatened by vaccina- 
tion. This includes all meat products, but not 
all dairy-based exports. 

Mr Midmore argues that the case for a 
programme of limited, emergency vaccina- 
tion is “overwhelming”. But the calculations 
rest on a number of assumptions: that the 
programme of vaccination could be limited, 
and that Britain could win back her disease- 
free status in a relatively short space of time. 
The chances of keeping a vaccination pro- 
gramme to limited areas decreases as the dis- 
ease spreads. And although theoretically, ac- 
cording to the ore, Britain could regain its 
disease-free status only three months after 
the last vaccinated animal had been slaugh- 
tered, in practice, due to the extent of the epi- 
demic in Britain, it would be hard to eradi- 
cate FMD to the o1k’s satisfaction. Few are 
willing to bet on when Britain would get its 
disease-free status back. Meanwhile, the 
damage to exports would grow. 

The picture looks different in Ireland, 
which introduced draconian restrictions on 
the movement of all animals, including hu- 
mans, as soon as the outbreak was declared 
in Britain. So far, the Irish have successfully 
limited the number of confirmed cases to 
one. But Fmp could wreak much more dam- 
age in Ireland, because farming still accounts 
for 4.2% of Gpp, and employs 8.3% of the 
workforce. One official source estimates that 
60,000 jobs are at risk in Irish agriculture due 
to the Fmp outbreak. 

It also looks different in the rest of the 
European Union. Unlike Britain, a lot of con- 
tinental European countries, such as Den- 
mark, Germany and the Netherlands, have 
flourishing export markets beyond the Eu 
for products like beef and pork. In 2000, the 
EU exported 1.53m tonnes of pigmeat, of 
which 408,000 tonnes went to Russia. At the 
moment, though, the £u is losing 73% of 
third-country pigmeat exports because of its 
limited FMD measures. 

The Eu is now desperate to get its dis- 
ease-free status back, and is against vaccina- 
tion because it would damage its lucrative 


export markets. Even if Britain wanted a 
general vaccination after this outbreak, its EU 
partners would strenuously resist it. 


Ata farm near you 


The arguments against FMD vaccines are also 
based on biology—what they can and can- 
not do. Like the flu vaccine, the hope is that 
the anti-rmp shots will prepare the immune 
system to produce antibodies that can fight 
off a real infection, without actually causing 
the disease in the process. But so-called 
“killed” vaccines only provide protection for 
6-9 months, so animals must be repeatedly 
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animals through immunisation, preferring 
vigilance to vaccination. Nor is it remarkable 
that countries such as Britain, which were 
previously free of the disease, should choose 
to deal with its outbreaks first through 
“stamping out”—slaughtering and disposing 
of all infected stock and animals which may 
have come intocontact with them, disinfect- 
ing premises, restricting animal movements, 
and closely monitoring the epidemic as and 
where it unfolded. 

So whether even an “emergency” vac- 
cination programme in Britain now, at this 
stage of the epidemic, would help much is 
debatable. It might be a more attractive op- 
tion if better vaccines, especially ones which 
eliminated the carrier state, and different di- 
agnostic tests were available. Progress on 
new vaccines has been slow, in part because 
of the complexity of the virus and its many 
strains, and in part because public- and priv- 
ate-sector vaccine makers have little reason 
to invest while rich-country governments 
eschew the practice. 

That said, new approaches—for exam- 
ple, borrowing biotechnology from the field 
of human vaccines—are already in the 
works and, given the resurgence of the dis- 
ease in Europe, more are likely to follow. Bet- 
ter diagnostic tests to distinguish between 
vaccinated and infected animals are already 
at hand. One, developed by the IzsLE, a gov- 
ernment research centre in 





immunised. And regular 
vaccination is not cheap. 
David Harvey, an econ- 
omist at the University of 
Newcastle, has calculated 
that an animal-vaccination 
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animals in Albania, Mac- 
edonia and Argentina. Ac- 
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harbouring the virus with- 
out themselves developing the disease, be- 
coming FMD carriers which authorities fear 
may goon to infect other animals. 

Commercial factors also pose a problem. 
The standard test accepted by the ore looks 
for antibodies against fmb as a sign of infec- 
tion, but these are the same antibodies that 
vaccination produces. This confusion, along 
with their possible carrier status, means that 
immunised animals are excluded from trade 
as well. 

Given the current rules of the game, it is 
not surprising that big agricultural exporters 
so far untouched by FMD, such as America 
and Australia, are not rushing to protect their 


of rmp in Britain is that 
simply being concerned about one’s nearest 
neighbours’ treatment of the disease is not 
enough. The £u already helps Turkey to 
combat Fp in Thrace, which is considered 
a critical buffer zone in the virus’s spread 
from Asia westwards. Australia, likewise, 
currently helps to fund the Philippines’ 
eradication effort. Foot-and-mouth disease 
will probably never be swept from the world 
entirely, given its hiding places in far-flung 
rural spots and wild species. So every coun- 
try should take careful note of Britain’s ex- 
perience; for the virus could very soon blow 
in ata farm near you. 
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June 26-27, 2001 in BOSTON 


VALUATION 


with TOM COPELAND 


Migning your corporate and finance strategies to maximize sharehold- 
er value is a vital shall) You can learn it in this two-day seminar led by 
Tom Copeland, co-author of the most widely read book on valuation: 
Faluation: Measuring and Managing the Falue of Companies. This 
program will equip you with the latest tools to measure, manage, and 


maximize your company’s value in today’s volatile global economy. 


Designed by Tom Copeland, Director of Monitor Corporate Finance, 


specifically for senior executives interested in a deeper understanding of 


cutting-edge theory and “hands-on” practice, VALUATION will cover: 


fundamentals of valuation 


making sense of multiples 


harnessing the value of real options 
+ valuing e-commerce companies 


mergers and acquisitions 
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strategic projects, Using simple algebra and models that explicitly pres- 
ent the economies, uncertainties, and choices facing businesses today, 
REAL OPTIONS is designed to help managers understand the logic of 
each step in the approach, 


Based on 10 years of experience working with real options in a variety 
of industry settings, Copeland and Antikarov, co-authors of Read Options: 


A Practitioner's Guide, have designed this seminar to teach you how to 


manage uncertainty as an asset and reduce downside risk: 
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FINANCE AND ECONOMICS 


Submerging again? 


America’s slowdown is likely to prove painful for emerging economies in Asia 


and Latin America 


VERY year or two the world seems to go 

through some sort of emerging-market 
crisis: Mexico in 1995, Asia in 1997, Russia in 
1998 and Brazil in 1999. Plenty of people 
reckon that another crisis is now overdue. 
They cite several potential faultlines, from 
Turkey, which was forced to devalue in Feb- 
ruary, to Argentina, where the risk of default 
is rising. In fact, the greatest problem for 
emerging economies appears to be the slow- 
down in America’s economy. 

Over the past few years America’s econ- 
omic engine has helped to pull along emag 
ing economies, by sucking in im- 
ports. Nowhere has this been 
more crucial than in East and 
South-East Asia, where exports 
account for almost two-fifths of 
regional cpp. America is the re- 
gion’s biggest export market, 
with Japan second. Together 
these two take about one-third of 
the region’s exports. Little won- 
der, then, that the recent troubles 
of both economic giants have un- 
dermined business confidence in 
Asia’s economies. 

During Asia’s financial crisis 
in 1997-98, America was growing 
at an annual rate of more than 
4%. Such powerful growth in 
their biggest market, combined 
with their super-competitive 
currencies after devaluation, al- 
lowed the Asian economies to 
export their way out of recession. 
The region now faces a double- 
edged threat. Not only is Amer- 
ica’s economy faltering, reducing 
its overall appetite for imports. 
The economy’s demand for in- 
formation technology (11) equip- 
ment is likely to fall even more 
sharply, as business investment 
slumps. Electronic equipment 
accounts for over half of total'ex- 
ports by Malaysia, Singapore and 
the Philippines; it makes up as 
much as 80% of Malaysia’s ex- 
ports to America. 

As American firms slash their 


ir budgets, emerging Asia is suffering a sharp 
slowdown in exports. In Taiwan, exports 
were 4% lower in January and February than 
a year earlier, compared with an annual 
growth rate of 30% in the third quarter. South 
Korea’s export growth has slowed from 27% 
to 6% over the period. South Korea’s Gor fell 
in the fourth quarter of 2000, at a time when 
American firms had barely begun to slash 
their rr budgets. 

An analysis by the Asian Recovery In- 
formation Centre, part of the Asian De- 
velopment Bank in Manila, concludes that, if 





the growth rate of electronic exports were to 
fallin volume by 20 percentage points, from 
an annual 30% in recent years to 10%, this 
would knock two percentage points off Ma- 
laysia’s Gop growth rate, and 1.2 percentage 
points off South Korea’s. Much more would 
be knocked off if rv exports actually went 
intodecline. 

Exports have long played a leading role 


in Asia’s growth, but there is a key difference = 


this time, compared with America’s last re- 
cession in 1990-91. Domestic demand is 
weak, and governments have less scope to 
boost it. A legacy of the 1997-98 crisis is that 
many countries already have swollen bud- 
get deficits. Asian economies, excluding 
China, ran an average budget deficit last year 
of almost 4% of Gop; in 1997, before the full 
force of the financial crisis, their budgets 
were close to balance. And monetary policy 
is likely to be less effective now, because the 
region’s financial systems are fragile. Banks, 
still saddled with too many bad loans, are 
unwilling to increase new lending. 

Most economists expect 
America to slow sharply this 
year, but still to escape a reces- 
sion. If so, then East Asia's 
growth might dip from 7% last 
year to 5%. But suppose, to take a 
gloomier view, that America has 
zero GDP growth this year. Asian 


according to Goldman Sachs. 


1998, that would be the slowest 
since the late 1970s, even though 
the figure includes China, which 
notonly has high natural rates of 
growth, but is also relatively less 
affected by an American down- 
turn. The bank estimates that 
growth in South Korea, Taiwan, 
Hong Kong and Singapore 
would drop from a combined 
8.5% to 2.3%, and growth in the 
non-developed ASEAN econo- 
mies from 4.8% to 1.3%. 

Fears that the region is about 
to suffer another financial crisis 
are overdone, all the same. Most 
of the former Asian tigers have 
abandoned the fixed exchange 
rates that were at the root of their 
previous crisis, In 1997 all of them 
had large current-account defi- 
cits, but today they have sur- 
pluses. They have also replen- 
ished foreign-exchange reserves 
and cut short-term debt. 

In 1996 most Asian curren- 
cies were tied to the dollar. As the 
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growth would then dip to 3.9%, © . 
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dollar soared against the yen, 
this eroded their economies’ 
competitiveness. In contrast, 
over the past year, as the yen 











gentina’s 412%. South Korea’s 

debt of 65% of exports looks 

small by comparison. 
Anything that seems likely 





has slumped once more 
against the dollar, Asian coun- 
tries have allowed their cur- 
rencies to fall. For example, the 
Korean won has fallen by 15% 
over the past 12 months, This 
has helped competitiveness. 


Latin losers 

Emerging Asia is hurt by a 
sharp slowdown in America 
(and Japan) largely though ex- 
ports. In contrast, emerging 
economies in Latin America 
have only modest trade links, 








with the notable exception of 
Mexico. Eastern Europe, mean- 
while, is more dependent on markets in 
Western Europe. 

The dependence of Brazil and Argentina 
on exports to America is tiny, just 2% and 1% 
of their respective Gprs. In contrast, Malay- 
sia’s exports to America amount to 24% of its 
cpp. Where Latin economies are more vul- 
nerable, however, is in their need for foreign 
capital. They cannot afford to see itdry up. 

The table shows some striking differ- 
ences among emerging economies in Latin 
America and Asia. Not only is Latin America 
a great deal less dependent on exports to 
America and Japan, but exports of rr equip- 
ment are also less prominent. On the other 
hand, while the Asians have current-ac- 
count surpluses, Latin American economies 
all have deficits. If international investors 
become more risk-averse in the face of an 
American recession, it is the countries with 
the biggest external financing needs that 
would suffer most. 

Argentina, one of the few economies 
that is still tied (through its currency board) 
to the dollar, has now been in recession for 
almost three years. This has made it harder 
for the government to reduce its swollen 
public debt. Argentine bonds account for as 
much as one-quarter of J.P. Morgan’s bench- 
mark index of emerging-market bonds. So if 
Argentina defaults, or is forced to reschedule 
its debt, the contagion effects on other bor- 
rowers in the region could be nasty. 
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Argentina’s problems have already sent 
the Brazilian currency and bond markets 
tumbling this year. On March zist, concern 
that a weaker real would push up inflation 
caused the central bank to increase interest 
rates for the first time in two years. That did 
not stop the currency sinking to a new low. 
The Mexican peso, by contrast, has been 
more resilient, even though 88% of the coun- 
try’s exports go to America. 

Brazil is relatively insulated from the di- 
rect impact ofa fallin American imports, but 
it has a current-account deficit of over 4% of 
Gpr, and its foreign debts amount to more 
than 330% of its exports, second only to Ar- 


to cause even a small deteri- 
oration in Brazil's external ac- 
count--whether coming from 
America or Argentina—could 
therefore set off jitters in Bra- 
zil’s financial markets and 
push the currency lower. That 
would force the central bank to 
raise interest rates to hold in- 
flation within its target. About 
half of Brazil's public debt is 
linked to overnight interest 
rates, and almost one-quarter 
is linked to the real-dollar ex- 
change rate. So a rise in interest 
rates and a fall in the currency 
automatically swell the gov- 
ernment's debt burden. 

On the whole, though, East Asia will suf- 
fer more from America’s economic down- 
turn than Latin America. America’s boom in 
the late 1990s was the main reason why 
emerging Asian economies got back on their 
feet faster than expected after their crisis. In 
turn, the boom allowed governments to de- 
lay reforms, such as bank and corporate re- 
structuring, With America slowing, they 
may regret their dithering. The Asian econo- 
mies would be in a better state to weather 
the coming storm had they put their houses 
in order first. 
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Tight-fisted 


| se I SHE surge in American consumer con- 


fidence in March, as tracked by the 
Conference Board, was greeted with 


| widespread relief. Commentators con- 


cluded that aggressive easing so far this 
year by America’s Federal Reserve is help- 
ing to prevent a recession. Hang on a mi- 
nute: what aggressive easing? 

Interest rates have been cut by one- 
and-a-half percentage points over the 
past three months. By themselves, though, 
interest rates are a poor gauge of the tight- 
ness of policy. Monetary policy also af- 
fects the economy through the exchange 
rate and the stockmarket. This is why 
Goldman Sachs, an investment bank, 
publishes a “financial conditions index”, 
which includes short-term interest rates, 


| corporate-bond yields, the dollar’s trade- 


weighted index and the ratio of stock- 
market capitalisation to cor. The level of 
the index reflects the looseness of finan- 
cial conditions:a fall in either interest rates 
or the exchange rate means a loosening, a 
drop in share prices a tightening, 

Over the past decade, Goldman 
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Sachs’s index has been a better predictor 
of economic activity than interest rates 
alone. It is alarming that the index shows 
thatthecutsininterestratesthisyearhave | 
been fully offset by the plunge in share 
prices and the rise in the dollar. Indeed, 
the index suggests that financial condi- 
tions are now close to their tightest in 
three years. That might undermine opti- 
mism that the Fed can steer the American 
economy away from recession. 








Japan’s economy 


Wrong or 
Strong? 


TOKYO 


ERE’S a puzzle: Japan’s shrinking sur- 

plus on the current account. The most 
common explanation offered is that foreign 
demand for Japanese cars, computers and 
other high-tech kit is weakening, especially 
in America and Asia, as their economies 
slow. But there is more to it than this, and the 
answers offer intriguing clues about the fu- 
ture course of the economy. 

The real puzzle is not weak exports, but 
strong imports. The official reason for such 
buoyant imports is higher oil prices. Even al- 
lowing for rising energy costs, however, im- 
ports have been growing at an annual rate of 
more than 10% since last summer, when ex- 
ports first began to soften. And, despite the 
recent gloom about Japan’s economy, im- 
port growth seems to be accelerating. In Jan- 
uary, for instance, exports rose by 2.9%, com- 
pared with the previous year. Imports, on 
the other hand, were up by 24.8%. 

In fact, imports have been robust since 
the end of 1998. Then, it seemed that Japan’s 
exporters were about to help the country out 
of recession. America’s 1r-powered econ- 
omy was sucking in the sort of high-tech 
goods that big Japanese firms specialise in 
making. With a recession at home, Japan 
had plenty of spare capacity to meet over- 
seas demand. Yet exports never quite recov- 
ered. In each of the past three years, growth 
in net exports has been at or close to zero. 

There are two possible explanations. The 
first is that the Bank of Japan has kept mone- 
tary policy too tight. This has pushed up the 
yen beyond any sensible value, boosting im- 
ports and depressing exports. 

The second is that consumers have 
played a bigger role in Japan’s recovery than 
official figures let on, with strong demand at 
home sucking in imports. Most measures of 
household spending suggest that consumers 
have done almost nothing to help the latest 
recovery. All the recent growth in retail sales, 
for instance, has put sales back merely to 
where they were at the start of 1999. The gov- 
ernment’s Gop figures tell a similar tale. 
Everybody agrees on the reason. Consumers 
worry about their jobs, their pensions, their 
government’s incompetence, public debts, 
private debts, rising crime, a falling birth rate, 
their children’s education and their parents’ 
health care. Even this spring’s cherry blos- 
soms, the Nikkei newspaper lamented this 
week, seem “faint and spiritless”. 

Things may not be quite so hopeless, 
after all. Japan’s weaker companies and its 
banks still look a mess. But its better firms are 
restructuring themselves back to health, 
sometimes with foreign help. Bits of the 
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economy, such as the mobile-telecoms in- 
dustry and some other high-tech areas, con- 
tinue to prosper. Traditional retailers, like Ja- 
pan’s stuffy departmentstores, are having an 
awful time. But “cheap chic” outlets, like Un- 
iqlo, which imports clothes from China, are 
cleaning up in the high streets. 

Falling prices may discourage people 
from opening their wallets, but rock-bottom 
prices also encourage spending. Japanese 
manufacturers are making less at home and 
more abroad, especially in China (Toshiba 
has just announced that it is shifting to 
China all production of television sets for the 
Japan market). Japanese shoppers are at last 
being treated to some serious bargains. Per- 
haps household spending has been rising. 
Although demand-side figures (measuring 
consumption) show flat spending, supply- 
side statistics (measuring production) point 
to healthy growth. Since September 1999, for 
example, domestic shipments of consumer 
goods have risen by over 6%. 

If real, this would have welcome conse- 
quences. A worry at the moment is that the 
world is about to be swamped with savings, 
with a bad recession following swiftly be- 
hind. America’s spendthrift households 
might react to falling share prices by sharply 
raising their savings. And the savings glut 
might rise if Japan exports more of its own 
savings. This might happen because the gov- 
ernment spends less, in an effort to repair Ja- 
pan’s awful public finances, or because 
firms trim their investment plans. 

On the face of it, the central bank’s latest 
policy change should improve this bleak 
picture. On March 19th, the Bank at last 
promised to loosen policy by printing more 
money. If this succeeds in stimulating de- 
mand, Japanese saving will fall and the cur- 
rent-account surplus in due course will nar- 
row. (In the short term, however, most of the 
effect will be masked by a cheaper yen.) Per- 
haps demand in Japan is already stronger 
than the figures suggest. If so, regardless of 
the new policy, imports could continue to 
grow quickly, the current-account surplus 
would moderate—and at least some of the 
flood of Japanese savings for which the 
world is bracing itself would stay at home. 
Here’s hoping. 
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Asian corporate governance 


Korean murk 


SEOUL 


OR all the salutary shock of Asia’s finan- 

cial crisis, South Korean companies can 
still cook their books. After the crisis hit 
South Korea in 1997, the government watch- 
dog for accounting standards tightened up 
the existing lax rules, but there is still a long 
way to go. Over the past three years, one in 
every three companies the watchdog has se- 
lected at random turns out to have violated 
the rules. A study recently published by 
PricewaterhouseCoopers, an international 
accounting firm, finds that South Korea has 
the most opaque standards of accounting 
and corporate governance of the 35countries 
it surveyed. 

Opacity may have long been evident, 
but its effects can still shock. In July 1999, 
when Daewoo, an industrial giant, collapsed 
with debts of $80 billion, everybody was 
taken by surprise. At the end of 1998 it had 
hugely inflated assets and hidden debts that 
totalled some $34 billion. Against the in- 
flated assets, the conglomerate borrowed 
about $7.5 billion from banks, while $20 bil- 
lion was illegally channelled to a secret ac- 
countin London. Or soclaims the state pros- 
ecution agency. Now 27 people have been 
charged, including former senior managers 
of Daewoo and its auditors. Daewoo's foun- 
der, Kim Woo Choong, remains in hiding, 
after fleeing abroad. 

Alarmed by the Daewoo collapse, the 
national assembly last month passed a law 
promising harsh punishment to accoun- 
tants who fail in their duties. Under the law, 
which takes effect on April ist, the finance 
minister can fine firms up to 100m won 
($380,000), and individuals up to 50m won if 
they fail to discover that the books they are 





Kim likes sunshine, but not at home 
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auditing have been cooked. Accountants 
also face criminal charges and, if convicted, 
up to three years in prison. 

Such severe punishments may not, how- 
ever, swiftly bring an end to creative ac- 
counting at South Korean companies. For a 
start, the accounting rules that the govern- 
ment introduced in the wake of the financial 
crisis still fall far short of international stan- 
dards. For instance, South Korean compa- 
nies can count as assets payments that are 
not due for a year or more. 

Another problem is a shortage of quali- 
fied auditors. There are about 8,000 compa- 
nies, including all of South Korea’s listed 
firms, that are required by law to produce fi- 
nancial statements audited by independent 
accountants. Although some 4,000 accoun- 
tants are certified to audit financial state- 
ments, most of these are tax specialists. 
Moreover, since almost all companies close 
their books at the same time, at the end of the 
calendar year, that creates a sudden increase 
in the workload. 

One way to discourage companies from 
creative accounting is to introduce a law that 
would allow minority shareholders to file 
class-action suits. That is a cause champi- 
oned by Ha Seung Soo of the People’s Soli- 
darity for Participatory Democracy, a civic 
group that campaigns for the rights of mi- 
nority shareholders. The finance ministry 
plans to draft a law which, if passed, would 
make it possible to bring suits against com- 
panies with assets of more than 2 trillion 
won. Mr Ha points out that only a dozen or 
so firms would be affected. 





European interest rates 


On hold 


FRANKFURT 


FTER a will-they, won’t-they week, they 
didn’t. Although quite a few commen- 
tators had mused that the European Central 
Bank (Ecs) might cut euro-area interest rates 
on March 2gth, the ecs kept rates at 4.75%. 
However, most economists think that rates 
will fall soon, probably on April 11th, when 
the EcB meets next. 

Like the bank itself, the art of working 
out what the ece will do next is still in its in- 
fancy, despite the bank’s best efforts at con- 
veying a clarity of purpose. Its president, 
Wim Duisenberg, holds monthly press con- 
ferences. The bank has an inflation target. It 
has set out the theory on which its policy is 
based. Contrast this with America’s Federal 
Reserve, which unlike the ecs has no infla- 
tion target and no clear policy framework 
(or at any rate, none that has been pub- 
lished). The oracular word of its chairman, 
Alan Greenspan, is all that matters. Yet fi- 
nancial markets seem, most of the time, to 
understand what the Fed is doing. 

Nobody at the Ecs has Mr Greenspan’s 
clout. So EcB-watchers pay attention to sev- 
eral members of the bank’s governing coun- 
cil, which consists of the central-bank gov- 
ernors of the 12 euro-area countries plus a 
six-strong executive board (over which Mr 
Duisenberg presides). In the past week the 
scrutiny has been especially close. The 
American and Japanese economies are in 





The big one? 


FRANKFURT 


HERE have been false starts before on 

Finanzplatz Deutschland. This time, 
has Allianz, Germany’s biggest insurer, 
found the distributor it wants for its life 
policies and pension plans? And is 
Dresdner Bank, Germany’s third-biggest, 
really going toconclude a merger, after last 
year’s failed attempts with its Frankfurt ri- 
vals, Deutsche Bank and Commerzbank? 
As The Economist went to press, word 
was that Allianz was planning to take over 
Dresdner, of which it already owns 21%. 

Watching the fruitless merger dances 
among the Frankfurt banks last year, Al- 
lianz had hoped to get the distribution 
channel it wanted; it also talked to Deut- 
sche Bank’s retail arm. If the Dresdner 
plan now goes ahead, Germany’s retail fi- 
nancial markets will take a big stride to- 
wards Allfinanz: the provision of bank- 
ing, insurance and asset management by 
single institutions. As well as buying 
Dresdner, Allianz would pass on its 17% 





stake in HypoVereinsbank (Hvs), Ger- 
many’s second-biggest bank, to Munich 
Re, another big insurer, which already 
holds more than 5% of nvs. Munich Re 
and Allianz each own a quarter of the 
other, and their offices are in the same 
street in Munich. Who said Frankfurt was 
Germany’s financial capital? 

For Dresdner, the main interest is that 
Allianz may swallowit more or less whole. 
Dresdner is proud of its investment- 
banking business: arguments over the lat- 
ter’s future led to the scrapping of the deal 
with Deutsche, and since then it has 
bought Wasserstein Perella, an American 
firm, to bring in new expertise. Dresdner 
Kleinwort Wasserstein, as the investment 
bank is now called, has an enviable client 
list, which Allianz might covet. More de- 
tails are expected to be sorted out in the 
next few days: a necessity, with 
Dresdner’s results for 2000, and a press 
conference, due on April 5th. 














Duisenberg didn’t 


trouble, prompting their central banks to cut 
rates; and although growth in the euro area 
still looks healthy, there have been some 
signs of a slowdown there too notably in 
Germany. 

So when Otmar Issing, the EcB’s chief 
economist, told the Wall Street Journal Eu- 
rope that “risks to growth have certainly in- 
creased to the downside”, this was taken by 
some as a sign of an imminent rate cut. Ditto, 
when Jean-Claude Trichet, governor of the 
Bank of France, said that the Ecs was much 
less worried about inflation than it had been 
a month or so ago. When Ernst Welteke, 
head of the Bundesbank, cautioned against 
haste in judging the situation, however, that 
counted against a rate cut. 

Because all 18 opinions count, decon- 
struction of every utterance is perhaps inev- 
itable. But there might be less need for it if 
the uncertain connection between econ- 
omic data and monetary policy were made a 
little clearer. To be fair to the Ec, it has tried 
hard. It aims to keep inflation between zero 
and 2% by concentrating on two “pillars”: 
the rate of growth of the money supply, and 
other factors that affect inflation. 

Still, there is clearly room for improve- 
ment. A thoughtful study* published this 
week by the Centre for Economic Policy Re- 
search in London suggests treating the 
money supply as merely one of several indi- 
cators of inflationary pressure, rather than 
according it a special status. Anyway, the au- 
thors argue, the Eces acts as if this were al- 
ready the rule. The monetary “pillar” serves 
only to confuse. In that case, why not align 
theory with practice? 


* "Defining a Macroeconomic Framework for the Euro 
Area: Monitoring the European Central Bank 3”, by Alberto 
Alesina, Olivier Blanchard, Jordi Gali, Francesco Giavazzi 
and Harald Uhlig. Centre for Economic Policy Research, 
London 





74 





Tur PHARIAAsIeT annn aier anns 


Film insurance 
A fine romance 


Underwriting film productions has been an embarrassment for insurers 


ITH attention focused on the Oscars 

and their oh-so-stunned winners, 
spare a little thought for the impoverished fi- 
nanciers of the nine Hollywood films out of 
ten that lose money. In particular, have pity 
on American and European insurance com- 
panies, which thought a while ago that they 
were charging beautifully fat premiums to 
insure film productions—but now realise 
they have been mugged. Almost all of the big 
insurers that jumped into this market in the 
past decade have now bailed out. 

A few years ago, Hollywood's film mak- 
ers thought that they had found, in insur- 
ance companies, the ideal partners to co-fi- 
nance films. Insurers make a living from risk, 
and the industry could offer plenty of that. 
Insurers also faced falling premiums in their 
traditional insurance markets, while film 
makers were prepared to pay in premiums 
almost any sum they demanded. 

The big companies in the industry— 
American Insurance Group (AIG), Axa Re- 
insurance, the reinsurance arm of France’s 
biggest insurer, and xt Capital, based in Ber- 
muda—duly threw themselves into insur- 
ance-backed “gap finance”. The idea seemed 
simple enough: insurers underwrote bank 
loans that formed part of a film’s financing 
package, guaranteeing to compensate for 
any shortfall between the sum insured and 
the money that the film made. Reinsurers, in 
turn, insured “direct” insurers. The rest of the 
finance package consisted of capital put up 
by studios, as well as other loans that were 
not insured. 

In the event, film-insurance deals were 








more favourable to Hollywood than insur- 
ance executives at first realised. The film 
makers enjoyed a financial safety net, 
thereby becoming a better bet for potential 
lenders. But many policies were written for 
one film at a time—so the risk of failure, re- 
sulting in large claims, was high. In addition, 
insurers often underwrote a foolishly large 
percentage (sometimes as much as half) of a 
film’s production budget. That was a disin- 
centive for producers to watch what they 
spent either on the film or on themselves. 

Moral hazard is a feature of all insurance 
policies: the insured’s behaviour may be 
conditioned by the knowledge of the costs 
that insurers will bear. Still, the interests of 
policyholder and insurer are usually some- 
what aligned. Even if a traveller has taken 
out travel insurance, the policyholder does 
not actively want his wallet to be stolen. A 
film producer doesn’t mind, because it’s not 
his wallet. 

The best-known of the insurance deals is 
the one that started the whole film-insur- 
ance fad. In 1995 Mike Medavoy, a veteran of 
Hollywood, was looking for cash for Phoe- 
nix Pictures, his new production company. It 
wanted financing for five films, including 
“The People vs. Larry Flynt”, and “The Mirror 
Has Two Faces”. Chase Manhattan agreed to 
act as lead bank for a loan syndicate, and a 
group of insurers underwrote part of the fi- 
nancing package. The venture was launched 
with great fanfare, but “Larry Flynt”, a film 
abouta pornographer, was a box-office bust. 
“The Mirror” did well enough at the box of- 
fice at first, and even promised to make a 
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Insurers liked it even less than filmgoers 


THE ECONOMIST MARCH 31ST 2001 


FINANCE AND ECONOMICS 





High-budget films 
Production costs* per film in America 
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profit—until Barbra Streisand, its star, de- 
manded that lavish sums be spent on pro- 
motion. The film then lost money, as did the 
other three films in the Phoenix package. 

A lawsuit over the whole fiasco is now 
under way in London. It is being closely 
watched by film insurers. Unwilling to com- 
pensate for the production company’s tens 
of millions of dollars in losses, eight insur- 
ance firms, including H1H Casualty & Gen- 
eral Insurance, from Australia, and Lexing- 
ton Insurance, a subsidiary of A1G, are suing 
Chase and Heath Insurance Broking, the 
broker that placed the Phoenix policies. The 
plaintiffs claim that they had relied on the 
“principle of utmost good faith” (which in 
English law places some onus on the insur- 
ance broker), but had been misled by mis- 
representation and non-disclosure. The de- 
fendants say the principle does not apply in 
America and that the insurers cannot unilat- 
erally void their contracts. 

Several insurers involved in similar deals 
with large losses (and even two insurance 
firms in the Phoenix deal that refused to go to 
court) have simply cut their losses and run. 
Axa Reinsurance has bailed out of its film-fi- 
nance ventures and fired the executive in 
charge. The company is still involved in a 
lawsuit filed by George Litto, a film pro- 
ducer, for revoking two insurance contracts 
for five films. 

An undeterred few, xL Capital among 
them, still believe that film insurance can 
work, if the deals are structured differently. 
The trick (why wasit not evidentall along?) is 
to spread the risk by insuring packages of at 
least eight films, cross-collateralising them. 
As importantly, they believe, only about a 
third of a film’s budget ought to be insured, 
tocut the risk of moral hazard. Finally, insur- 
ers should stall for much longer before they 
pay claims. Some films make money only 
after several years, through sales of videos 
and film rights abroad. But most insurers will 
never come back. As Variety, Hollywood's 
house journal, waving the insurers good- 
bye, summed it up: “They came to Holly- 
wood, fell in love with the glitz, threw more 
than a billion dollars at it and got burned.” 

a 
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After looking at how taxes are set within the European Union, two 
researchers conclude that having one rate for all countries could make 


everyone worse off 


LTHOUGH tax was one of the hot top- 
ics at last year’s EU summit in Lisbon, 
it barely merited lip service at the summit 
in Stockholm last weekend. The European 
Commission’s efforts to stamp out “un- 
fair” tax competition had run into too 
much opposition, notably from Britain. 
But it turns out that this might have been 
for the best. A recent research paper* sug- 
gests that imposing common taxes on cap- 
ital income would do all of the eu's mem- 
ber countries more harm than good. 

The rationale for tax harmonisation is 
grounded in economic theory. If an entre- 
preneur is trying to decide where to start a 
company, the tax rate he pays on capital 
income will be one of the factors he has to 
consider. It might influence his return on 
investment, even though it usually has lit- 
tle or nothing to do with how well the local 
business environment would otherwise 
suit his plans. 

In a broad economic grouping such as 


“the Eu, so the traditional argument goes, al- 


lowing tax rates to vary across jurisdictions 
would distort the entrepreneur’s choice of 
location. It would also encourage countries 
to compete for capital by lowering rates. 
Such a “race to the bottom”, the argument 
continues, would result in tax rates that are 
too low froma “social” standpoint. Impos- 
ing equal rates would pre-empt this race 
and ensure that the entrepreneur's deci- 
sion rests only upon factors that are central 
to his company’s prospects. 

Itall sounds logical enough, but this ar- 
gument hangs on some weighty assump- 
tions. These include the notion that entre- 
preneurs care little about what other 
capital is around in the area where they are 
looking to invest. Richard Baldwin of the 
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University of Geneva and Paul Krugman of 
Princeton challenge this assumption. They 
suggest that capital benefits from “agglom- 
eration”: in other words, a cluster of capital 
in the same place is more useful to all con- 
cerned than the sum of its dispersed parts. 
Forming supply chains, obtaining services, 
strengthening infrastructure and sharing 
knowledge all become easier when com- 
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panies bunch together. 

The forces that encourage 
agglomeration, the authors argue, 
should be strongest when economies are 
somewhat, but not completely, integrated. 
Countries must be integrated enough to 
make agglomeration feasible, but not so in- 
tegrated that it becomes unnecessary. The 
EU sits exactly in this middle ground. 

To understand how agglomeration 
might have affected tax competition in the 
Eu, the authors split selected member 
countries into two groups: the core and the 
periphery. The core is made up of France, 
Germany, Italy and Benelux. These coun- 
tries, the authors contend, are historical 
centres of economic hustle and bustle that 
can take advantage of agglomeration. But 
the periphery—-Greece, Ireland, Portugal 
and Spain—cannot. Because of its agglom- 
eration benefits, the core could have higher 
tax rates than the periphery, without hav- 
ing to worry that capital might flee. 

Average tax rates were indeed 12 per- 
centage points higher in the core than in 
the periphery in 1965 (see chart), just eight 
years after the Treaty of Rome. Intégration 
then deepened and capital became more 
mobile, yet countries did not race to the 
bottom. Quite the reverse: tax rates rose in 
both the core and the periphery. The gap 
between their average tax rates also grew. It 
peaked at 16 percentage points in 1978, the 
year before the European Monetary Sys- 








tem came into force. As integration deep- 
ened over the following two decades, the 
tax gap narrowed steadily. By the 1990s, it 
had shrunk to seven percentage points. 

Given the ever closer economic inte- 
gration of the £u, the trend in tax differ- 
ences—first up, then down—supports the 
authors’ hypothesis. The first wave of inte- 
gration makes agglomeration feasible, so 
the tax gap can widen. The second wave 
begins to erode the benefits of agglomera- 
tion, and the tax gap shrinks accordingly; 
the core starts to compete as its advantage 
over the periphery dwindles. 


One size does not fit all 


If policymakers accept the benefits of 
agglomeration, one big argument for tax 
harmonisation falls apart. Choosing one 
rate for everybody would not change the 
location of capital, which would 
remain in the same clusters as 
before. What is more, ifa harmo- 
nised rate were chosen that lay 
between the core and periphery 


averages, both groups would suffer. Coun- 
tries on the periphery would be forced to 
raise rates without gaining any benefits in 
new capital. They would also lose their ad- 
vantage in attracting those kinds of busi- 
nesses that do not benefit from agglomera- 
tion. Countries in the European Union’s 
core, whose rates might already be de- 
pressed by tax competition with each 
other, would have to cut taxes (and public 
spending) even further. 

The story does not end there, however. 
It may be that growth in information tech- 
nology, falling transport costs and con- 
tinuing economic integration will eventu- 
ally do away with the benefits of 
agglomeration, not just in Europe, but 
worldwide.Come the moment when capi- 
tal becomes fully mobile around the 
world, tax harmonisation may have its 
day. Something similar has already hap- 
pened to labour, according to Mr Baldwin’s 
most recent research. As high-income 
workers have become more mobile inside 
the Eu, top tax rates for personal income 
have converged. There may yet be hope for 
tax policy made in Brussels. 


*“ Agglomeration, Integration and Tax Harmonization”. 
By Richard Baldwin and Paul Krugman. cerr Discussion 
Paper Series, No. 2630, 





THE ECONOMIST: MARCH MST 2001 











SCIENCE AND TECHNOLOGY 


Whodunnit? 


Forensic computing studies the anatomy of computer crime 


N AUGUST 1986, an astronomer at the 

University of California, Berkeley, noticed 
a 75-cent discrepancy in the accounts for a 
computer in his laboratory. This was an in- 
triguing problem for Clifford Stoll. When he 
investigated, he found that somebody had 
broken into his computer and used it for a 
short time without permission—just enough 
to unbalance the accounts. 

In what has since become the first, leg- 
endary, tale of computer for- 
ensics, Dr Stoll spent a year of 
meticulous work tracking and 
recording the hackers move- 
ments. He watched him use the 
Berkeley computer to attack 
military computers in Ala- 
bama, California and inside 
the Pentagon. It turned out that 
the intruder, a German hacker 
called Markus Hess, was selling 
American military secrets to 
the Russians. Mr Hess was 
caught thanks largely to Dr 
Stoll’s diligent pursuit of him. 

Fifteen years later, com- 
puter forensics is a growing 
commercial and legal activity. 
It even has its own academic 
literature. Computer forensics 
refers to the set of tools and 
techniques that is needed to 
find, preserve and analyse 
fragile digital evidence, which 
is susceptible to alteration and 
erasure at many levels. Its prac~ 
titioners gather these data, and 
create a so-called “audit trail” 
for criminal prosecutions. They search for 
information which may be encrypted or 
hidden in graphics files, unallocated disk- 
space and even random memory dumps 
known as file slack. Most cunningly of all, 
they set up “honeypot” computers that lure 
malicious hackers (as the branch of the hack- 
ing fraternity that aims to damage the ma- 
chines it gains access to is known) intogiving 
themselves, and their techniques, away. 

The most ambitious public example of 
this is the Honeynet Project, a network of 
honeypot computers that was set up a cou- 
ple of years ago by Lance Spitzer of Sun Mi- 
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crosystems. Last week, the Honeynet Project 
reached the conclusion of its “Forensic Chal- 
lenge”, a sort of digital version of the game 
“Cluedo” (“Clue”, to Americans), which at- 
tempts to discover that, for example, “Miss 
Hackwell” did it to the Linux with the Ramen 
worm. The challenge showed that analysing 
traces of an attack by malicious hackers is 
not as easy as it sounds. 

David Dittrich, the co-ordinator of the 





Forensic Challenge (and a security engineer 
at the University of Washington, in Seattle), 
offered contestants a snapshot of one of 
Honeynet’s hacked systems. The challenge 
for the teams was to see who could find out 
most about what had happened. 

Each of the 13 submissions took a slightly 
different approach, and nearly every entrant 
found at least one thing that the others had 
not. But, even though many entrants had 
more than six years’ experience in security or 
systems administration, only three teams 
identified the information that showed who 
was probably behind the attack. 


The Honeynet Project is run by a group 
of 30 computer-security engineers, some of 
whom, says Mr Dittrich, have “slightly che- 
quered” pasts. But it has proved its worth. 


Last year, for example, it successfully tracked - ; 


down a groupof malicious Pakistani hackers 


who were trying to use the network toattack =- 


websites across India. 

That attempt highlights one common 
reason that malicious hackers attack com- 
puters. They are looking for a way of launch- 
ing a veiled attack on a third party. But what 
the project also found is that most attempts 
to do this are not, actually, very sophisti- 
cated. There are legions of low-tech “script- 
kiddies” who are using automated software 
tools to find and take over any vulnerable 
computers on the Internet. Well-known and 
easily available programs, such as NetBus, 
Back Orifice and Sub 7, allow a malicious 


hacker to gain full control of | x 


that machine's operating sys- 


used a similar technique to 
launch so-called distributed 
denial-of-service attacks on 
the websites of Amazon, eBay, 


them with junk until the vol- 
ume of traffic paralysed them. 


Hack tothe future o 
This sort of attack is likely to. 
become more frequent. The In- 

ternet is, in any case, set upina 

way that makes it difficult for 
computers to distinguish 
friend from foe. And the spread 
of “always on” connections: — 
such ascable modems and dig= 





lots of computers with poor se- 
curity are permanently linked 


many owners have come to.” 
view them as little more than: 
appliances like televisions, and 
are unconcerned about pro- 
tecting them from hackers. Because of this, 
sophisticated break-in techniques are no | 
longer necessary. 

Security experts therefore reckon that: 
the automated tools used by script-kiddies 
are an important threat. One such tool, the 
Ramen worm, attacks computers that runa ` 
particular version of the Linux operating 
system. Everything needed for an attack is 
bundled together in this program. Itcan scan 
computers for vulnerabilities in their secu- 
rity systems, break through any gap it finds, 
install itself on its new host, and propagate 
itself to other machines. Ramen itself is not. 


TI 





tem. Last year, script-kiddies 


Yahoo! and cnn, bombarding ` : 


ital subscriber lines mean that 


toit. As computers get cheaper,- 

















SCIENCE AND TECHNOLOGY 


that serious a problem, as it is easy to detect 
and shut down. But more sophisticated pro- 
grams, such as Lion, are now causing serious 
trouble, and worse could be tocome. 

The only bright spot on the horizon is the 
development of automated investigation 
tools to counter the automatic hacking tools. 
An early example of this is the Coroners 
Toolkit (rcr), which speeds up and standar- 
dises the process of making a digital-forensic 
examination. TCT makes copies of configu- 
ration files (which show how the computer 
itis checking is set up), log files (which record 
what the computer has been up to), process- 
information files (which indicate how the 
computer has actually done the things it has 
been up to), network-state files (the con- 
versations that the computer has been hav- 
ing with other computers), and other critical 
data necessary to make the evaluation. Italso 
makes it easier to find the files that have 
been created, accessed and modified during 
an attack, and itis able to reconstruct deleted 





files from raw data found in various hidden 
parts of a computer’s hard disk, such as un- 
allocated space and file slack. 

Despite these burgeoning countermea- 
sures there is, of course, no such thing as per- 
fect security. So is it worth setting traps, hir- 
ing consultants and patching holes, if there is 
nothing on your system worth stealing or 
that is costly to repair? It might be, for there is 
also the thomy issue of liability. The courts 
have yet todecide whois liable ifa computer 
system with lax security is used to launch a 
denial-of-service attack, but a number of 
lawsuits are pending. 

As far as the criminal law is concerned, 
computer forensics has come a long way. But 
the field is still far from the position in which 
malicious hackers are, like ordinary crimi- 
nals, caught and prosecuted often enough to 
provide some sort of deterrent. Which is a 
pity, for few, these days, do as little as 75 
cents’ worth of damage. 








Origami 


Folded space 


MONTEREY 


RIGAMI may be a delightful art form, 
but is it any use? At the third Origami 
Science, Maths and Education Conference, 
held earlier this month in Monterey, Califor- 
nia, Roderick Hyde and Sham Dixit showed 
one way that it might be. These physicists, 
who work at the Lawrence Livermore Na- 
tional Laboratory in California, explained 
how they are trying to persuade Nasa, 
America’s space agency, to use their design 
for a foldable lens in a giant space telescope. 
Such a telescope would have a lens (or,in 
a competing design, a mirror) with a diame- 
ter of 100 metres. This would give it a light- 
collecting area 100 times bigger than the larg- 
est telescopes on earth, so it would have an 
unparalleled ability to see faint objects. The 





Seven-year twitch 


HEN Cole Porter wrote about birds, 

bees and educated fleas, he ne- 
glected to mention that, besides falling in 
love, animals also get divorced. In most 
species, of course, neither sex hangs 
around long enough to light even a meta- 
phorical post-coital cigarette. But even in 
those where both partners help to raise 
their young to adulthood, one may still de- 
cide to leave the other holding the baby. 

To investigate what causes who to 
leave whom, and when, a group of animal 
behaviourists and mathematicians has 
been studying a shore-dwelling bird called 
the Kentish plover. In this species, either 
parent may decide to abandon its partner 
after incubation of the eggs. 

The reason for this was revealed by 
Andras Kosztolanyi of the University of 
Debrecen, in Hungary, who manipulated 
pairs of birds by removing one partner. It 
turns out that desertion during incubation 


See you in court 








is likely to result in the demise of the un- 
hatched offspring. Once the eggs are 
hatched, however, a lone parent does al- 
most as well at raising the chicks. as both do 
together. That means there is little genetic 
cost to the parent that deserts first. 

Little, but not none. So it is worth leav- 
ing only if you can find a second mate, and 
then raise a second brood. Whether a bird 
deserts or stays depends on how it rates its 
chances elsewhere. 

In the case of plovers it is, more often 
than not, the female who abandons her 
mate and offspring. The most likely reason 
for this is that male plovers outnumber fe- 
males. The consequence, as Tamas Szekely 
of the University of Bath, in Britain, discov- 
ered when he experimentally “divorced” 
some birds by removing their clutch and 
their partners, is that males spend longer 
looking for a new mate than females do. Dr 
Szekely says that males can be seen trying 
in vain to attract new mates for over a 
month, while free females are snapped up 
almost immediately, 

That the birds are carefully sizing up 
their chances before deciding to divorce 
their partners explains some other things, 
too. Towards the end of the plover breed- 
ing season, the rate of female divorce de- 
clines. This is probably because, as there is 
no time to raise a second family, the female 
decides her efforts are better spent raising 
her current brood to adulthood. And there 
is also the question of the reaction of the 
partner to desertion. For instance, if a 
male’s response to a female's desertion is to 
abandon the brood as well, then her best 
strategy may be tostay after all. 
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When economists are faced with an- 
alysing this sort of decision, they reach fora 
branch of mathematics called game the- 
ory~and so, now, do zoologists. In fact, 
game theory has scored some of its greatest 
successes in zoology, most notably by de- 
veloping the idea of an evolutionarily sta- 
ble strategy. This is a type of behaviour 
that, while not necessarily producing the 
best imaginable result, cannot be bettered 
ifeverybody else in a group isemploying it. 

In a population in which all males and 
females divorce their partners, the best 
strategy for an individual bird is also di- 
vorce, because every bird has a high 
chance of remating, But in a population in 
which all the individuals are faithful, the 
best strategy for an individual is to stay 
with its mate, since few other mates will be 
available. Divorce, then, is a delicate busi- 
ness. Despite the wishes of the great lyri- 
cists of the world, it seems that—at least in 
plovers—love, marriage and divorce may 
not be emotional decisions but, rather, 
finely tuned economic ones. 


I want custody of the eggs 
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| casa would also have a resolving 
power (the ability to separate objects that 
look close together in the sky) that can be 
achieved with earth-bound telescopes only 
by combining the light from two or more of 
them, using fancy computer software. 

Such a space-going giant would be one of 
a new breed, which Nasa calls “gossamer 
spacecraft”. Light materials and innovative 
construction, it hopes, would bring the ad- 
vantages of size into orbit, while leaving the 
expense of weight behind. A “gossamer 
space telescope” should be able to see the 
planets around nearby stars. 

Should it, though, have a lens or a mirror? 
On earth, the largest telescopes use mirrors, 
because a lens can be supported only at its 
edges, and so will sag if it gets too large. In the 
weightlessness of space, that drawback is 
gone. A conventional lens 100 metres across 
would, of course, be quite thick in the middle 
and thus heavy and expensive to lift into 
space. But Dr Hyde and Dr Dixit have some- 
thing else in mind: a Fresnel lens. 

This sort of lensis a flat sheet of transpar- 
ent material, on which concentric grooves a 
thousandth of a millimetre wide have been 
etched. Fresnel lenses of a coarser kind are 
quite common. They are used in overhead 
projectors and in the rear windscreens of mi- 
nivans to improve the driver’s view of ob- 
jects behind him. 

If light passes through the grooves of a 
Fresnel lens, the original light source is re- 
placed by a large number of concentric 
sources of light. Ata distance, the light waves 
from these sources cancel each other in some 
places and reinforce each other in others. 
The net effect is that the light is bent in the 
same way that it would have been by an or- 
dinary lens. In the case of a space telescope, 
such a lens would float freely in space, witha 
second satellite trailing at several kilometres’ 
distance to intercept the image formed and 
broadcast it back to earth. 

Once sucha lensis outin space, handling 
it is easy, according to Dr Dixit. You just make 
it spin; centrifugal force will do the rest. Fur- 
thermore (and this is one of the advantages a 
lens has over a mirror), the image will not be 
degraded much if the lens suffers a shallow 
ripple here or there. The real problem is how 
to get such a big lens into a small enough 
package to put in a space shuttle, unfold it 
neatly when itis in orbit, and fold it up again 
should it need to come back to earth for 
maintenance. 

That is where origami comes to the res- 
cue. Not any old fold will work. If you fold 
the lens as you would a newspaper, you end 
up with some creases that are really sharp, 
and some that are much smoother because 
they run around several layers of previously 
folded material. Dr Dixit prefers all his 
creases sharp, because that way they take up 
less of the area of the lens, leaving more ma- 
terial to do the light-gathering and bending. 

One way to accomplish this is with the 


Miura map-folding technique, named after 
Koryo Miura of the University of Tokyo, who 
was also present at the conference. He in- 
vented the technique in 1977 because he 
found the way that maps were previously 
packaged made them awkward to spread 
out and refold. That invention notwith- 
standing, travellers have yet to see any im- 
provement in map-folding. But this, Dr Mi- 
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ura told the conference, may now change. A 
way has at last been found to teach his easy 
way of folding to machines, for which—par- 
adoxically—it used to seem very difficult. In 
the meantime, space scientists have already 
used the Miura map fold to package and de- 
ploy solar panels. And the gossamer space 
telescope promises to be the largest Miura 
map of them all. 





Plasma lasers 


A cut above the rest 


BRIGHTON 


Laser-quality work, at a fraction of the price 


HETHER they are building ships or 

chips, construction industries need 
precise tools to slice through the materials of 
their trade. These days, that precision is often 
provided by laser beams and plasma jets. 
Both are good at cutting, but both have dis- 
advantages. Lasers use a huge amount of 
power and cannot penetrate reflective sur- 
faces. Plasma (hot, ionised gas) consumes 
less power, but it can slice neither as neatly 
nor as finely as a laser. At a recent meeting of 
Britain’s Institute of Physics, in Brighton, 
however, Ahmed Al-Shamma’a, an engi- 
neer at Liverpool University, and his col- 
leagues described new techniques for deal- 
ing with both shortcomings. 

At the moment, a plasma jet is created by 
passing an electric current back and forth 
between two electrodes to “ignite” a gas— 
ripping electrons from their parent atoms to 
produce ions. Unfortunately, this requires a 
“return” current to complete the circuit, and 
this has to run through the material that is 
being cut. That restricts plasma-cutting to 
materials that conduct electricity. It also lim- 
its the temperature of the plasma to what is 
generated when the electrons part company 
with the atomic nucleus. That requires a gas 
in which this separation takes place only at 
high temperatures. In practice this means 
helium, which is expensive. 

Dr Al-Shamma’a and his colleagues 
have managed to get round this by using mi- 
crowaves to ignite the plasma. Running the 
microwaves down a gas-filled tube excites 
the gas and creates an electrically neutral jet 
of plasma that, when funnelled through a 
nozzle, can cut ceramics, glass-fibre and 
even cloth. Because microwaves can heat the 
plasma above its ignition temperature, such 
cheap gases as argon or even air can be used. 

That does not, however, deal with the 
problem of plasma’s relatively crude sur- 
gery. Plasma-jet cuts are about mm wide, 
which is fine for metal-bashing but no good 
for silicon chips. Jim Lucas, a colleague of Dr 
Al-Shamma’a, has a solution for this as well. 
By combining microwave plasma with a 
weak laser, he and his team can make cuts 





You’re history 


that are a mere five hundredths of a mil- 
limetre across, fine enough for microelec- 
tronics. Moreover, they can slice through just 
about anything, because the reflectivity of 
materials such as aluminium and silicon is 
reduced by the plasma. 

Best of all, the team can cut at a fraction 
of the cost of an unassisted laser. Unlike la- 
sers, which spend about 90% of their effort 
on heating the material (a necessary part of 
the process), and only 10% on the cutting, the 
combined system does the heating cheaply 
and efficiently using the plasma. Expensive 
laser-generated energy is employed only for 
the actual cutting. The result is a cut that is in- 
distinguishable from that of an unassisted 
laser—at a twentieth of the cost. 

The possibilities do not stop there. Dr Al- 
Shamma’a reckons that other applications 
for microwaved plasma include acting as a 
catalyst during the combustion of fuel in car 
engines, and melting glass around nuclear 
waste, thus enveloping it in a shield so dense 
that it can be buried safely. Clearly the sub- 
ject is not just hot air. 
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Government of Malta 
Ministry of Finance 
Privatisation Unit 


Privatisation of Kordin Grain Terminal 


The Government of Malta, Ministry of Finance intands to proceed with the 
privatisation of the operation of the Kordin Grain Terminal (KGT) facility. 


KGT holds an operating licence to run Malta’s.main grain storage and discharge 
facilities which have a joint capacity of 87,000 metric tonnes in 18 large silos and 
“12 medium sitos. The company caters both for the local market (wheat, maize and 
barley) as well as transhipment. it is located adjacent to a deep water quay, which 
can accommodate panamax vessels. It also provides ancillary services including 
ship-to-ship transfers, recycling, fumigation and temperature monitoring. Further 
information on the Company is available at its website -- www.kordingrain.com.mt 


For this purpose. the Privatisation Unit in the Ministry of Finance, assisted by a 
consortium led by Deloitte & Touche as its Financial Advisor, is seeking indications 
of interest in the outright acquisition of the operations of the KGT facilities. 

The closing date for the receipt of an expression of interest is 23 April, 2001. 
Subsequent to successful pre-qualification and execution of a confidentiality | 
agreement, interested parties will be provided with an information package 
providing detailed inforrnation on KGT and a request for proposals. 


i Expressions of interest should be addressed to: 





The Chairman 
Privatisation Unit 
Ministry of Finance 
Maison Demandoles 
South Street, Valletta 
Malta 














Attention: Mr. Emanuel Ellul 
Fax: 00356 ~ 251356 
E-Mail: kordin@deloitte.com.mt 


The Government of Malta reserves the right to exclude or include any bidder, to vary or 
terminate the privatisation process and to accept or reject any offer at its sole discretion 
at any time. 




























Government of Malta 
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Privatisation of 
Mediterranean Offshore Bunkering Company Limited 

















The Government of Malta, Ministry of Finance intends to proceed with the 
privatisation of Mediterranean Offshore Bunkering Company (MOBC) by way of 
sale of a majority of the company’s share capital to a strategic partner. A minority 
stake is to be sold by way of an IPO.on the Malta Stock Exchange. 


































MOBC is one of the principal oli storage facilities in the Mediterranean. Its volume 
of business has doubled in the past four years following an expansion of its storage 
and terminal facilities in 1996. At present it has 5 oil fuel tanks with a capacity to 
hold 35,800 metric tonnes and 2 gas tanks with a capacity to hold 7,100 metric 
tonnes. The site offers possibilities for further expansion. The company has 
consistently reported profits for the last five years. 








For this purpose the Privatisation Unit in the Ministry of Finance, assisted by a 
consortium led by Deloitte & Touche as its Financial Advisor, is seeking indications 
of interest in the acquisition of a majority of the share capital of MOBC. 





The closing date for the receipt of expressions of interest is 23 April, 2001. 






Subsequent to successful pre-qualification and execution of a contidentiality 
agreement, interested parties will be provided with an information package 
providing detailed information on MOBC and a request for proposals. 






Expressions of interest should be addressed to: 







The Chairman 
Privatisation Unit 
Ministry of Finance 
Maison Demandoles 
South Street 
Valletta, Malta 


Attention: Mr. Emanuel Ellul 
Fax: 00356 — 251356 
E-Mail: mobe@deloitte.com.mt 





















The Government of Malta reserves the right to exclude or include any bidder, to vary or 
terminate the privatisation process and to accept or reject any offer at its sole discretion 
at any time. 









Department for 
International 
Development 






The Department for International Development (DFID) and 
the European Commission are funding a 3 year project to 
build the capacity to combat money laundering in 10 Asian 


the UK and Thailand. 


DFID will undertake the technical content of the project and 
is seeking expressions of interest from organisations with a 
proven track record to deliver the non-technical elements of 
the project. 


Expressions of Interest should be submitted with the 
application form available on the DFID website - 
www.dfid.gov.uk (working with us/contracts section) 
accompanied by abridged CVs of key personnel. A capability 


The Department for International 
Development (DFID) is the UK's 
government department respon: 
promoting development and the 


ble for 


reduction of poverty. DFID is committed 
to the internationally agreed target of 

halving the proportion of people living in as 
extreme poverty by 2015. 


Fulfilling Britain’s commitment tog 


stanc: 








ASEM ANTI MONEY LAUNDERING 


countries. The project is co-sponsored by the governments of 


Please send expressions of interest, quoting reference AH409/3/TE to the Department for International 
Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA, Scotland. Contact: Karen Hammond 
~ tel: 01355 843164, fax: 01355 843327, email: k-hammond @dfid.gov.uk 


DFID works in partnership with 
governments, international and national 
non-governmental organisatior 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of the 

i is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 





PROJECT 
ASIA REGIONAL 


statement will also be submitted which reflects capability in 
the following areas: proven track record in contract 
negotiation, training needs assessment, financial 
management, project management and organisation. Text 
must be no smaller than size 12 font. The successful bidder 
will have excellent written and spoken English and the ability 
to network in Europe and Asia. It will also be desirable if the 
successful bidder has an existing business base in both 
Europe and Asia. 


This. contract is also advertised in the supplement to the 
Official Journal of the European Communities. 


The closing date: 12 April 2001. 





but we also work elsewhere, including 
Latin America and in Central and Eastern 
Europe. 

DFID is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community. Selection 
is on merit. 
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BOOKS AND ARTS 


The man who knew enough 


A proper biography of a thinker as influential as Friedrich Hayek ought to 
explain for us the man, his politics and how he changed how others thought 


F THE two most famous economists of 

the 20th century, Maynard Keynes all 
but completely overshadowed Friedrich 
Hayek in his life-time; and since his death, he 
has been commemorated by a biographical 
masterpiece—Robert Skidelsky’s three-vol- 
ume magnum opus. Set beside it, Alan 
Ebenstein’s thin and two-dimensional life of 
Hayek risks suffering the same fate as its hero 
in the 1930s. The comparison is in one sense 
unfair. Lord Skidelsky started his life over 30 
years after Keynes had died, with virtually 
complete access to all his papers and corre- 
spondence. Mr Ebenstein has 
written his within less than ten 
years of Hayek’s departure, when 
no more than half a scholarly 
edition of his collected works has 
been published and—above 
all—without being able to draw 
onany private letters or materials 
whatever. These are crippling 
limitations. Within them, he has 
done a conscientious and fair- 
minded job, based largely on in- 
terviews Hayek gave to others 
and recollections of survivors 
who knew him. The basic facts of 
Hayek’s career are clearly set out, 
and his ideas modestly and not 
uncritically expounded. 

But of a figure who looms as 
large as Hayek—by the end of the 
century matching Keynes for 
influence at very least—treat- 
mentis required on an altogether 
different scale. Mr Ebenstein’s 
book falls short on all three of the indispens- 
able conditions of an adequate biography of 
such a man. It lacks any pretension to depth 
as a psychological portrait. Hayek, who had 
a wider intellectual range than Keynes, was 
much narrower as a person. But he was not 
simply a stiff-necked work-horse, capable 
of devotion only to his ideas. Jilted by the 
cousin with whom he was in love, he mar- 
ried a look-alike, lived with her for 20 years, 
then ran away with his first flame, to the out- 
rage of Lionel Robbins and sundry col- 
leagues at the London School of Economics, 
toget a divorce in Arkansas. Later he suffered 


FRIEDRICH HAYEK: A BIOGRAPHY. By 
Alan Ebenstein. Palgrave; 448 pages; 
| $29.95. | 
acute, even suicidal depressions, which he 
may have feared were hereditary. In Milton 
Friedman’s words, he was a “complicated 
character”. Mr Ebenstein sheds little light on 
this inner turmoil. 
Nor does his book offer any real histori- 
cal setting for Hayek’s career. Although often 
naive in his political judgments, Hayek was 





Hayek had a system 


intensely concerned with public issues 
throughout his life. Yet we learn virtually 
nothing of the development of his views on 
the affairs of the day. What did he make, for 
example, of the Dollfuss dictatorship in Aus- 
tria, where his teacher Ludwig von Mises 
served its clerical predecessor under Monsi- 
gnor Seipel, and where Hayek himself 
planned to return in the 1930s? Mr Ebenstein 
never even mentions these conservative 
authoritarian regimes of the period. In later 
years, he records Hayek’s efforts to secure 
South Tyrol for Austria once again; his orga- 
nisation of the Mont Pelerin Society, an in- 


fluential post-war group of free-market 
intellectuals; his recommendation that West 
Germany, France and Britain sue for entry as 
states into the United States; his reception in 
Verwoerd’s South Africa and his admiration 
for General Pinochet’s achievements in 
Chile; his wish that Iran be bombed in 1979 
and Argentina in 1982. Homages from Barry 
Goldwater, Margaret Thatcher, Ronald Rea- 
gan and Yegor Gaidar roll past (the only dis- 
cordant note comes from Ayn Rand, once 
Alan Greenspan’s muse: “As an example of 
our most pernicious enemy, I would name 
Hayek. That one is real poison.” or again: 
“The kind who do more good to the commu- 
nist cause than ours”). Yet no coherent pic- 
ture of Hayek’s political commitments ever 
emerges, still less their relation to such im- 
portant works as “The Constitution of Lib- 
erty” (1960). 

Above all, however, an adequate biogra- 
phy of a thinker must address the nature of 
his intellectual achievement. Hayek was not 
much of a technical economist, as Keynes 
and Mr Friedman in their differ- 
ent ways understood. But he was 
a social philosopher of rare sys- 
tem and power. The extent to 
which his key ideas were original 
will only become clear once their 
background in the Austrian 
school of economic thinking and 
adjacent areas of late Habsburg 
thought is fully reconstructed. It 
isclear that the central notion ofa 
“spontaneous order”, the keys- 
tone of his theoretical structure, 
came from Carl Menger, and his 
critique of socialist planning 
owed everything to Mises. But 
Hayek brought to this heritage 
one crucial further idea—the 
market as a solution to the pro- 
blem of co-ordinating the divi- 
sion of knowledge—and a capac- 
ity for systematisation in his 
thinking that no other Austrian, 
indeed no other contemporary 
western economic theorist possessed. 

The great theme of his remarkable ex- 
plorations in intellectual history is the dan- 
ger of all constructivism, the belief that we 
can deliberately design social arrangements 
which will be better than those we unwit- 
tingly hit upon. Paradoxically, however, the 
drive of Hayek’s own work is itself charac- 
teristically that of a rationalist construction. 
Admiring David Hume and detesting Au- 
guste Comte, his genius was to marry the 
sceptical insights of the one to more than a 
touch of the compulsive rigour of the other. 
mE 
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BOOKS AND ARTS 
France in 1940 


Not the French 


STRANGE VICTORY: HITLER’S CONQUEST OF 
FRANCE. By Ernest R. May. Hill & Wang; 602 
pages; $30. LB. Tauris; £17.95 


OR decades historians 

inside and outside 
France assumed that de- 
feat in 1940 was a direct 
consequence of the de- 
cadence of French society 
and the defensive conser- 
vatism of its military lead- 
ers. The moral decline of 
France fitted with British prejudices about 
the unreliable partner; the image helped 
French politicians after 1945, who wanted 
to discredit the old France of pacifism, war- 
time collaboration and defeatism. De 
Gaulle epitomised: the renaissance of the 
Gallic spirit. If he had led French armies in 
1940, so the myth goes, defeat by Germany 
might have been averted, 

Little of this picture matches the France 
described by Ernest May in this important 
and challenging reassessment of what went 
wrong. Gone is French decadence, to be re- 
placed by a revival of French popular mo- 
rale and military firmness in the late 1930s. 
Gone is the feeble and conservative mili- 
tary establishment and the outworn arms 
and doctrines; in its place Mr May has 
found the most up-to-date technology, and 
much sensible thinking about how modern 
armies and air forces should be used. Gone, 
too, are any remaining illusions that Ger- 
many was massively armed in 1940, eager 
for battle with state-of-the-art armoured 
divisions and the cream of Nazified youth. 
German. generals were almost united in 
their belief that France and Britain could 
not be defeated; German tanks, even the 
best were outmatched by French ones; 
much of the German rank and file was or- 
dinary by the fighting standards of the day. 

But this setting aside of the myths of 
1940 leaves Mr May with a central puzzle to 
resolve. If France (with British help) was a 
match for Germany in the field, if French 
society girded itself for the contest in 1940, 
why was France defeated comprehensively 
in six weeks? The answer to this question is 
both simple and complex.The straightfor- 
ward answer is that France was defeated in 
battle. History is littered with wars decided 
against the odds by luck, or better judg- 
ment or sounder intelligence or, as in this 
case, all three. 

The complex answer lies precisely in 
issues of intelligence and sound judgment. 
French military intelligence was organisa- 
tionally isolated and low-status. Secret 
agents found German forces massing for 
the push through the weakly defended Ar- 
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dennes forest-—the move that unhinged the 
French front—but the news was. disre- 
garded. The French believed that with ef- 
fective British and Belgian assistance, the 
Maginot fortifications, economic. superior- 
ity and top-class technology, they could 
hold the Germans on the flat plain of 
northern France. This was a profound mis- 
judgment. British assistance represented 
only a fraction of the Empire’s vast material 
and military resources. Belgium was con- 
stantly overestimated; the Maginot line 
worked only if the Ardennes gap (dis- 
missed years earlier by Pétain as impass- 
able by modern armies) was closed. French 
defeat was the product not of moral decline 
or spiritual faiblesse, but of simple incom- 
petence and arrogance. 

This will be unpleasant news in France. 
A war lost that should have been won is 
harder to stomach than a war lost through 
the overwhelming power of the enemy. Mr 
May’s scholarly and highly readable ac- 
count will shatter a great many of the 
myths that surround 1940. The only ques- 
tionable judgment lies in the comparison of 
military forces. It is true that the balance 
was on paper much more favourable to the 
Allies than had once been thought. The 
problem was that Britain did not exert its 
entire strength, while French forces were 
scattered throughout France and its African 
empire. The German gamble in Mr May’s 
account looks less risky than it might have 
been, for they had Clausewitz on their 
side—concentration of forces, annihilation 
of the enemy. This worked in 1866 against 
Austria, in 1870 against France, and it al- 
most worked in August 1914. 1940 might 
seem. a strange victory, but it was no fluke. 





Climate and history 


Blame El Niño 


LATE VICTORIAN HoLocausts: EL Nino 
FAMINES AND THE MAKING OF THE THIRD 
Wor tp. By Mike Davis. Verso; 480 pages; $27 
and £20 


HE once. suspect idea 

that ecological change 
and political upheaval can 
be closely linked is fast 
gaining new adherents. 
Mike Davis's is the first se- 
rious book-length attempt 
to establish links between 
the oscillations of Pacific 
currents and the revolutions of the early 
2oth century. 

His is not, however, a study in climatic 
determinism. Quite the contrary, Mr Davis 
sets out to show that while El Nino caused 
terrible crises among what he calls “tropical 
humanity” in the late 19th and early zoth 








centuries, the magnitude of the ensuing 
famines and the scale of the deaths—which 
he estimates at perhaps som—can be 
blamed on western imperialism. 

Most of the material relates to India, 
Brazil and China, which Mr Davis presents 
as cases respectively of imperial misrule, 
“informal” imperialism and victimisation 
by westem hegemonists. Two conclusions 
are thoroughly demonstrated: first, the im- 
portance of the famines of the era has been 
underestimated in conventional historiog- 
raphy; secondly, in India, the indifference 
or incompetence of colonial rule gravely 
exacerbated the results. There are chilling 
accounts of vice-regal myopia and self- 
delusion, imperialist cant and humbug, 
and the consequences of what Mr Davis 
calls “a laisser-faire approach to famine”. 

The indictment of colonial maladmin- 
istration is unanswerable. But Mr Davis 
gives hostages to fortune by advancing fur- 
ther claims which the evidence does not 
sustain, suggesting, for instance, that fam- 
ine was deliberately engineered by the Raj. 
He claims that the failures of capitalism— 
the bad effects of commodity cycles and 
unequal trade, with their “winners” and 
“losers”—were little different from more 
obvious kinds of colonial violence: the 
charge here relying on the debatable view 
that competition is always coercive. 

Mr Davis also argues that imperialism 
turned formerly prosperous areas into “the 
third world” by undermining the resource- 
bases of traditional peasant societies. The 
results were the “warehousing” of peasants 
for imperial purposes and “the modernisa- 
tion of poverty”. Despite ingenuity in argu- 
ment and resourcefulness of language, the 
section is vitiated by inconsistencies. Mr 
Davis depicts oriental despots as benign 
and western satraps as a blight. He sees im- 
perialism as a peculiarly white vice, 
whereas in reality it is universal. Western 
imperialism helped to contrive the great 
global shifts of initiative in modem his- 
tory—the rise of the West and the stagna- 
tion or decline of the rest—but it is mislead- 
ing to isolate it from the longer-term 
contexts in which it belongs. 

After his hard work on climate, Mr Da- 
vis discounts its importance. Yet winds and 
currents, as he helps to show, shape envi- 
ronments and lace the world with routes of 
contact. The climates they create are sys- 
tems in punctuated equilibrium, with sud- 
den convulsions and periodicities we only 
dimly understand. Global history books 
usually have too much hot. air and not 
enough wind. We need writers of Mr Da- 
vis’s talent and commitment to match the 
history of climatic change to the human re- 
cord of crimes, follies, miseries and 
achievements. In this gripping, original, se- 
lectively valuable and patchily persuasive 
book he has at least made a start. 





fAn ocean in history 


“What a wait 


FACING THE OCEAN: THE ATLANTIC AND 
irs Peorres. By Barry Cunliffe. Oxford Uni- 
versity Press; 606 pages; $35 and £25 


UROPE’S “Rimland’”—the Atlantic sea- 

board from Scandinavia to Andalusia— 
was the launchpad of the European mir- 
acle. Long-range empires and globe-girdling 
trade started from here. Yet the miracle took 
a puzzlingly long time to happen. Europe's 
Atlantic-side peoples stuck to their shores 
for millennia, as if pinioned by the prevail- 
ing westerlies, before they began to reach 
across the ocean. Barry Cunliffe has 
scoured those aeons of under-achievement 
for signs of promise and hints towards an 
explanation. 

Lapped by a single ocean, Rimland is 
shaped by common environmental fea- 
tures. Atlantic Europe covers a huge cli- 
matic range from northerly boreal to Medi- 
terranean. But those west winds abide. So 
do the calling, commanding ocean and in- 
sistent reminders of a shared geological his- 
tory. The metal-rich Eldorado of antiquity 
lay, among lumpy mountain-ranges and 
tattered coasts, in Wales, Cornwall, Galicia 
and lower Andalusia. Rivers, flowing east 
through low reliefs, directed ancient com- 
merce into coastal sea-lanes that connected 
the region like neighbourhood service- 
roads. Andalusia and the Scillies were in 
mutual touch before Phoenician and Greek 
traders arrived early in the first millennium 
Bc. Overwhelmingly, Europe’s Atlantic 
peoples had maritime vocations in fishing 
and cabotage—coast-hugging trade. When 
nautical technology permitted, they be- 
came migrants and imperialists—‘assured 
enough”, says Mr Cunliffe, “to embark on 


The coasts were safer 


spectacular conquests.” Mr Cunliffe’s argu- 
ment tends to vindicate this Atlantic-side 
self-awareness by assigning it deep histori- 
cal roots. He spots the beginnings of Atlan- 
tic identity in the Mesolithic period, when 
“social complexity” made the region rela- 
tively “advanced”. Megalithic tomb-build- 
ers of the fourth millennium Bc created “a 
manifestation of local Atlantic genius”. 
Iron-age continuities of culture included 
clifftop forts and chevaux-de-frise defence- 
systems. The Vikings achieved “integration 
of the multi-faceted maritime system”. 
These claims are advanced with every re- 
source of skill and scholarship. Mr Cunliffe 
writes clearly and engagingly. His text is en- 
riched by wonderful illustrations. His en- 
thusiasm for the region—his Breton second 
home, his beloved archaeological sites in 
Spain—enlivens every page. 

At times, however, it outruns the evi- 
dence. Shared identity does not lie in con- 
tinuities of material culture. Nor must it 
arise from common historical experience. 
Mr Cunliffe uses the term “identity” 
loosely—creating a misleading impression 
among those for whom the word is a tech- 
nical term. In the section on the Iron Age, he 
speaks more judiciously of a number of 
identities in Atlantic-side Europe. 

His emphasis on the sea as a formative 
presence, shaping a single, seaward Atlantic 
attitude, makes the central mystery of the 
long-unfulfilled potential of Rimland only 
more baffling. Yet the central message— 
how geography forged Atlantic-side cul- 
tures—is pounded home irresistibly with 
the force of breakers. The book would be 
spectacular enough without the additional 
grail-quest for an Atlantic identity. It de- 
livers history from a fresh perspective, en- 
compassing a region rarely glimpsed as a 
whole. This is an eagle-eye view of unique 
clarity from an impassioned observer with 
a discerning mind. 








BOOKS AND ARTS 
New fiction 


Winding up 


THE OVERSIGHT. By Will Eaves. Picador; 268 
pages; £12 


ILL EAVES’S first 
; novel begins with a 

lot of schoolboy japery— 
spit balls, nicknames, in- 
sults, some gentle bullying. 
Your heart sinks at the 
prospect of a Billy Bunter- 
ish romp, yet “The Over- 
sight” soon develops into 
an insightful exploration of memory, death 
and parenthood. 

Daniel Rathbone is the only son of two 
rather ersatz bohemians who call him, and 
each other, “man”. He spends his school- 
days in Bath lusting after his male peers, 
and then moves to south London to pursue 
a career in journalism and partake of the 
metropolitan gay scene. For his 25th birth- 
day, his mother gives him the “slope” (a 
Victorian writing-desk) that both he and 
his father—now dead of cancer—used. A 
hidden drawer opens to reveal a pho- 
tograph. That picture, together with in- 
formation brought to light by the acciden- 
tal death of Daniel’s adolescent lover, force 
him drastically to reconsider his childhood. 

The story ranges across four decades, 
from the courtship of Daniel’s parents in 
the 1960s to his mildly lubricious London 
life in the mid-1990s. Mr Eaves cuts deftly 
back and forth through the years, setting up 
an echo here, leaving a clue there, and al- 
ways managing to evoke a very particular 
sense of place and period. The somewhat 
overworked central metaphor of the novel 
is that of sight. At a young age, Daniel dis- 
covers that he can see in the dark. This un- 
common talent is set against his inability to 
perceive the truth concerning his own up- 
bringing, about which his parents have, as 
it were, kept him in the dark. Images of cats, 
mirrors and spectacles abound, though one 
feels that they have been included for the 
pleasure of creating a pattern, rather than 
for anything more considered. 

“The Oversight” is also marred by an 
inconsistency of tone and a handful of mis- 
handled scenes. Weighed against these 
blemishes, however, is a consistently fine 
use of language and an acute sensitivity to 
how the emotional contours of a family 
flex and are disrupted by events: the ac- 
count of Daniel’s father’s death by cancer is 
especially impressive. Mr Eaves has a very 
sharp eye for images, and his prose is care- 
fully wrought without ever being baroque. 
He has written that most honest of books: a 
coming-of-age novel the central perception 
of which is that one never really does. 
ae: = 
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BOOKS AND ARTS 
New fiction 


Winding down 


IN THE BLUE House. By Meaghan Delahunt. 
Bloomsbury; 320 pages; £16.99 


€647OU cannot live 
through [life] with- 
out falling into prostration 
and cynicism,” wrote Leon 
Trotsky in 1934, “unless 
you have a great idea 
which raises you above 
personal misery, above 
= Weakness, above all kinds 

of pesfidy and baseness...” Six years later, 
living in exile in Mexico city and watching 
his life spiral towards a bloody conclusion 
(by way of an ice-pick in the back of the 
head), the ageing revolutionary is having 
his doubts. With his children and his old 
comrades all dead, his marriage nearly de- 
stroyed by a brief romance with a tempera- 





mental Mexican painter, Frida Kahlo, in 
whose deep blue house he lives, Trotsky 
works feverishly on a never-to-be-finished 
biography of his nemesis, Josef Stalin, 
while at the same time appraising the tu- 
multuous path of his own life and wonder- 
ing where his grand ideas have got him. 
Meaghan Delahunt’s first novel is a 
mosaic of lives winding down—not only 
Trotsky’s, whose imagined journal weaves 
its way through the whole book, but those 
of other characters, told from their own 
viewpoints. Trotsky’s wife, her life dwin- 
dling into emptiness as first her children 
and then her husband die; Trotsky’s father, 
torn between pride for his son and be- 
wilderment at the revolution that took 
away all he had worked for; Vladimir 
Mayakovsky, an avant-garde poet alien- 
ated from the Soviet system whose hero he 
had once been, committing suicide; Stalin, 
sinking into madness as a growing popu- 
lace of cysts, like the souls of his victims, 
puts pressure on his brain; Stalin’s second 
wife, Nadezhda Alliluyeva, submitting to 





Oscars by numbers 


HIS year’s Academy 

Awards brought one 
or two surprises. Marcia 
Gay Harden, a little- 
P known actress in a little- 
seen film, won the best- 
supporting-actress Oscar for her por- 
trayal of Lee Krasner as artist and muse in 
“Pollock”. Steven Soderbergh won the 
best-director prize for “Traffic”—a close 
call that could have gone another way. 
Otherwise the honour roll was much as 
expected: Russell Crowe won the best- 
actor award for his starring role in “Gladi- 
ator”, which was also judged best picture. 
Julia Roberts won best actress for “Erin 
Brockovich” and Benicio del Toro won 
best supporting actor for “Traffic”. 

This year’s results fit into a well-estab- 
lished pattern—one which is surveyed by 
Emanuel Levy, a film critic for Variety, in 
his new book “Oscar Fever: The History 
and Politics of the Academy Awards” 
(Continuum; $29.95 and £19.99). 

Since the awards started in 1927, nearly 
40% of all best-picture winners have come 
from the drama category. And there were 
some outstanding dramas in the running 
this year, including Mr Soderbergh’s 
“Traffic” and “Erin Brockovich”. That the 
gong should have gone to the sword-and- 
sandal epic “Gladiator” is not, however, 
unheard of. When big, epics tend to be 
very big. The historical film—a minority 
genre but one which, as Mr Levy’s chart 
reveals, has produced a proportionally 
high number of winners—was well exem- 




















Undramatic 

Best-picture nominees by genre 
1927-2000, % of total 

Genre Winners Nominees 
Drama 38.9 47. 1 
Comedy — agi ve VO 
Historical 153, AA 
Musical ME Coss eS 
Action-adventure 55 eee 6.2 
War cs IR Sess 
Suspense 2.8 i 3) ie 
Sores sega e we (akan Ges eke 
Total number 72 422 
Source: Continuum International 














Benicio, Marcia, Julia and Russell 


plified this year by “Gladiator”. The film 
was nominated for no fewer than 12 
awards—an impressive feat which puts it 
ona par with its worthy and popular pre- 
cursor, “Ben Hur” (1959)—and took away a 
respectable five Oscars on the night. 
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another kind of pressure and blowing her 
brains out rather than continue to witness» 
his murderous folly. There are other charac- 
ters, too, each contributing little pieces of 
understanding to Trotsky’s murder, among 
them a maker of papier-maché Judas fig- 
ures who reads Trotsky’s death in his palm, 
and the assassin himself, sent by Stalin’s se- 
curity agency. 

“In the Blue House” could have been a 
depressing book, but instead it is a com- 
passionate one, beautifully executed in 
small, sure strokes, with characters and 
events subtly mirroring one another—a bit 
like figures in some of Kahlo’s canvases. 
Kahlo herself remains the most enigmatic 
character. We hardly hear from her—she 
was less celebrated in life than later—and 
when we do, it is to learn that she is as 
weakly human as all the people who are 
drawn like moths to her brilliance. In the 
end, great ideas fail, small comforts prevail 
and it is those with the fewest big ideas 
who end up the least unhappy. 





Modern art in Britain 


East End ark 


HAT links Hogarth with Hockney, 

Rembrandt with Rothko, Jackson 
Pollock with the Pre-Raphaelites? Where 
was Picasso’s “Guernica” seen in London? 
Answer: the Whitechapel Gallery, which 
celebrates its centenary this year with an 
exhibition and catalogue* that review its 
pathbreaking history. 

Founded in 1901 by a social reformer, 
Canon Samuel Barnett, and his wife Henri- 
etta, the Whitechapel Gallery espoused the 
mission of providing “the finest art of the 
world for the people of the East End”. Bar- 
nett also hoped his free exhibitions would 
keep people from the local slums out of the 
pub and fill their minds “with thoughts to 
exclude those created by gloom or sordid 
temptation”. The Whitechapel was the first 
London gallery with doors open to the 
street and the first designed with electric 
lighting so it could be visited at night after 
work. The heated library became a hub for 
local people—many of them Jewish immi- 
grants from Eastern Europe—hungry for 
books and culture. 

What set the Whitechapel apart was 
not just its engagement with the world on 
its doorstep but its eclectic approach to art. 
Although the Barnetts failed to endow the 
gallery (it still suffers financially), they did 
hire a professional director, Charles Aitken, 
and let him do his job. He balanced the 
Barnetts’ desire to show uplifting art with a 


*The Whitechapel Centenary runs until May 20th. A cata- 
logue, “Centenary Review” (148 pages, £8), is available at 
the gallery (www.whitechapel.org) 


THE FCONOMIST MARCH 210T 7AA1 





Baw 


z fomnsnus’ tthe | 
AA 
ra gery ben Peles | 


r Šiu 


streak of non-conformity.. Although the 
first show displayed safe English masters 
such as Edward Burne-Jones and: John 
Constable, later exhibitions were gloriously 
mixed, The schedule of the first decade in- 
cludes children’s art from local schools, 
Roger Fry, Moghul art, photography, Geor- 
gian art, Jewish art and antiquities, Islamic 
art and life, and the history of tuberculosis. 

The impressive centenary exhibition 
includes 100 items, a tempting sample of 
the more than 10,000 works of art that have 
been shown there since the gallery opened. 
As its organiser, Catherine Lampert, who is 
leaving soon as director, says, the White- 
chapel has always engaged in “the radical 
art and politics of its time”. It showed cu- 
bist and other modernist works in 1914, 
when the National Gallery still considered 
them subversive. It showed the Russian 
avant-garde in the 1920s, and later Picasso's 
anti-war masterpiece. Starting in the 1950s, 


Festivals that work 


Albert's pride 





Bryan. Robertson, the then director, turned 
the gallery into an intemational venue for 
contemporary art with shows of American 
abstract expressionists, the legendary “This 
is Tomorrow” show of 1956 which intro- 
duced British pop art, and an influential 
“New Generation” ‘series which launched 
many British sculptors and painters of the 
1960s. Sir Nicholas Serota, now the Tate di- 
rector, made his reputation as the director 
of the Whitechapel in 1976-88. 

At a time when many museums are 
growing ever bigger and governments tend 
more and more to measure the arts in terms 
of their commercial value, it is worth cele- 
brating the Whitechapel’s modest scale, 
unpredictable programme and history of 
social outreach. In the past ten years, its at- 
tendance has doubled to 250,000 visitors a 
year. At 100, the Whitechapel Gallery re- 
mains an example of how art can add im- 
measurable value to people’s lives. 


THe WORLD FOR A SHILLING: How THE GREAT EXHIBITION OF 1851 SHAPED A NATION. By 


Michael Leapman. Headline; 308 pages; £14.99 


HE credit for the Great Exhibition be- 
longed to Albert, the Prince Consort, a 
great enabler. At a splendid banquet at the 
Banqueting House in London (turtle soup, 
six kinds of fish, followed by lobster, mut- 


ton, pigeons and raised ornamental. pies) - 


the consort announced that the exhibition 
was “to give us a true test of the point of de- 
velopment at which the whole of mankind 
has arrived in this great task, and a new 
starting point from which all nations will 
be able to direct their further exertions.” He 
further emphasised--and was loudly 
cheered when he did so—that the exhi- 
bition should be paid for not by the gov- 
ernment, but by donations from the British 
people, and it should be “the festival of the 
working man and the working woman”. 
Henry Cole, a Victorian polymath, put 
the idea for a large national exhibition to 
Albert, and Albert with his three areas of 
expertise—trade, science and the arts, as 
well as his need for a more favourable pub- 


lic profile—made it happen. Queen Victoria 
gave £1,000 to the project and Albert £500. 
Businessmen collected from their employ- 
ees, but commercial involvement in the en- 
terprise was forbidden. 

After a competition, Joseph Paxton’s 
magnificent plan was approved. It called 
for nearly ım square feet of glass—glass and 
iron, beauty wedded to strength—and was 
1,851 feet long, to commemorate the year of 
its construction. It even incorporated the 
beloved Hyde Park elm trees. Even more re- 
markable was the speed of construction. As 
the Times put it: “It took 300 years to build 
St Peter's in Rome, and 30 years to build St 
Paul’s, This is taking three months.” There 
were fears—largely unfounded—of trouble- 
makers, the French Revolution and Chartist 
riots being still fresh in people’s minds, of 
foreigners and pickpockets, and concerns 
that the urinals or “monkey-closets” might 
be inadequate. 

Comparisons 


with the Millennium 
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i 
Alberto Giacometti 


(1901-66) was without 
question one of the 
greatest sculptors and 
draughtsmen of the 
zoth century. His cen- 
tenary is being 
marked in Europe 
and America by two 
retrospective shows. 
You still have a few 
days to see the splen- 
did one at the Centre 
Pompidou in Paris (it 
ends on April 7th). 
Then Zurich’s Kunst- 
haus, in association 
with the Giacometti 
Foundation and 
New York’s Mu- 
seum of Modern 
Art, opens its show 
(May 15th-Sep- 
tember 2nd). This 
travels to MoMA 
in New York 
(October 
1ith-January 
8th 2002). 
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Dome at Greenwich are inevitable. For the 
Great Exhibition, prices were fixed so as to 
make it more expensive to visit the Crystal 
Palace in the first few weeks and progres- 


sively cheaper thereafter. The cheapest en- 


try cost a shilling (£2.80 in today’s money), 
compared with £20 ($30) or a family ticket. 
of £57, which was the price for entering the 
Dome. More people visited the Great Exhi- 
bition than the Dome, although the popu- 
lation of Britain was less than half what itis = 
now, and the exhibition remained open for 


only half as long. Its importance lives on in 


the museums of London’s South Kensing- 
ton and in the Royal Albert Hall, paid for: 
by the profits from the exhibition. (A yearly © 


income of £1m from the fund still aids edu- - 


cational projects.) 
Michael Leapman, a reviewer in these 

pages, tells this inspiring story from the 

point of view of visitors and organisers. 


Two fascinating chapters take you on a tour 


of the premises and the artefacts it con- 
tained, the next best thing to time travel. 
Though the exhibits showed an “eclecti- 
cism gone mad”, it was a brilliant success. If 
only the organisers of the Greenwich Dome 
had been more alert to what was achieved 
by Cole and Paxton and the Prince Consort, 
Londoners might now be boasting and not 
sniggering about those broken dreams. 


Davip BENEDICTUS: 
Our policy is to identify the reviewer of any book by or a 
about someone closely connected with The Economist 
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BOOKS AND ARTS 
Why is art so hard? 


Pain and pleasure 


ENDURING CREATION: ART, PAIN AND FOR- 
TITUDE. By Nigel Spivey. University of Cali- 
fornia; 272 pages (June); $39.95. Thames & 
Hudson; £24.95 


F ART is all about beauty and a thing of 

beauty is a joy for ever, why then do we 
also believe that creative ecstasy must be 
agony to the genius? How is it that the ugly, 
violent and shocking now seem to dom- 
inate the visual arts? And, most disturb- 
ingly, why do we seem to get such pleasure 
out of representations of cruelty and pain? 
These are the big issues behind Nigel Spi- 
vey’s unsettling book, all flagged by the 
clever pun of his title. 

As Mr Spivey, a Cambridge classicist, 
shows in a book which consistently picks 
at our sores, these are also dilemmas which 
have long histories. For one thing, the fear 
that art is compromising and even corrupt- 
ing is as old as art itself. Plato wanted poets 
banished—they traded on (false) emotion 
when what citizens needed was a hard diet 
of reason; and in any case, was not pity 
effeminising? For its part, Judaism, many 
Christian confessions and Islam too—wit- 
ness the recent destruction of Buddhist 
statues in Afghanistan—have embraced an 
iconoclasm profoundly distrustful of im- 
ages and idolaters. 

Different aesthetic doctrines, by con- 
trast, passed down from antiquity, have 
praised art for its transcendental aspira- 
tions—the very hopes expressed by Keats 
in his ode “On a Grecian Urn”. And main- 
stream Christianity has taught the edifying 
power of art which moves. The man of sor- 
rows, the crucifixion, the pietà, the massa- 


cre of the innocents, the martyrdom of 
saints and other motifs which dominated 
medieval frescos were designed to convey 
pathos and melt the heart no less than in- 
struct the mind. And who cannot feel their 
humanity enhanced when standing before 
a Dürer or Rembrandt self-portrait, or in 
the presence of one of Goya’s or Van 
Gogh’s wrenching social dramas? For the 
Dutchman, observes Mr Spivey, art was the 
extension of gospel preaching. Géricault 
painted his “Raft of the Medusa” to rouse 
viewers to a loathing of the corrupt regime 
which had made that appalling shipwreck 
a disaster waiting to happen. 

Such aesthetics of emotionality, how- 





# Z 
Titian’s Midas watches Apollo flay his imitator 


ever, had ambivalent fu- 
tures ahead of them. For 
Gothic horror and the cult 
of the sublime brought ter- 
ror for terror’s sake, and 
they in turn bred the the- 
atre of cruelty and the 
Modernist creed that art’s 
first duty is to shock. Yet 
art which bludgeons the 
senses ends up by numb- 
ing, and thus paves the 
way to the snuff movie 
and the reduction of art to 
sado-masochistic voyeur- 
ism. Not that there is any- 
thing new even in that. For 
classical anecdotes, as Mr 
Spivey recounts, tell of art- 
ists actually torturing their 
models so as to be able to 
chisel pain with utter ve- 
racity. And who is to say 
what kicks renaissance 
painters such as Sodoma 
(Giovanni Antonio Bazzi) 
got out of portraying St Se- 
bastian posing so elegantly 
when riddled with arrows? 

In a book lavishly illustrated, appeal- 
ingly designed, and studded with epigram- 
matic aperçus, no neat answers are offered 
to the aesthetic conundrum of cruelty 
beautified. But then life itself offers no 
ready solution either. We have, as Mr Spi- 
vey reflects, been programmed to pathos, 
and the other side of that cultural coin may 
be our ghoulish fascination for the photo- 
journalism which captures the last wince 
and wail of every disaster. It is not art 
which is the problem, art merely makes it 
manifest. But then as Mr Spivey also re- 
minds us, “art keeps us going, in our 
wounded state”. 
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Self-inflicted puzzles 


The problems of 
Chairman Morse 


CHESS PROBLEMS: TASKS AND RECORDS. By 
Jeremy Morse. Faber and Faber; 390 pages; 
£35 


ENTION “puzzles” and “Morse” to 
anyone in Britain and they would 
probably assume you were referring to 
Chief Inspector Morse of the hugely suc- 
cessful British television series “Inspector 
Morse”. What they may not know is that 
Colin Dexter, who wrote the books of that 
series, named his hero in honour of his 
fellow crossword fiend, Sir Jeremy Morse. 
The real Morse led a sober existence as 
chairman of Lloyds Bank from 1977 to 1993. 


RA 


His great passion was puzzles, beginning 
with crosswords at the age of six and 
graduating to the most complex chess and 
bridge problems. Sir Jeremy’s book, first 
published in 1995 and now expanded and 
updated, catalogues the most challenging 
problems that have fixed the frontiers of 
the sport. He has assembled more than 850 
problems by some 350 composers from 
over 40 countries. Even experienced solvers 
may take years to work through it. 

A chess problem is not a game of chess 
that has gone wrong. The composer con- 
structs a situation on the board that is theo- 
retically possible, although often highly im- 
probable. The puzzler must then solve the 
task: “White to play and force checkmate in 
two moves”, for example. The number of 
different types of chess problems is be- 
wildering, from the familiar checkmate to 
helpmates, selfmates, series movers and se- 
ries helpmates. One British grandmaster 


became obsessed with corner-to-corner se- 
ries helpmates (don’t ask). 

Chess problems have been around for 
centuries. Composing and solving them re- 
main popular, even with high-speed chess 
computers. Dozens of websites are devoted 
solely to problems. Oddly, the chess puzzle 
attracts enthusiasts who have no interest in 
playing the game itself. Ability at them is no 
indicator of across-the-board play, and 
many grandmasters would be slower than 
the average problemist at spotting a com- 
posed mate-in-two. 

If there is a drawback with Sir Jeremy’s 
book, this is a fault of its virtue. This is a 
specialists book that inhabits the very par- 
ticular world of problem solving, with its 
own arcane vocabulary. To solvers, a good 
chess problem has something creative 
about it, perhaps artistic even. Unfortu- 
nately, that is not for the uninitiated. 
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Robert Ludlum 








UBLISHING yet another 

novel was not always a cause 
for celebration for Robert Lud- 
lum. Yes, it was going to be a huge 
financial success. His publisher 
was ecstatic. Advance orders were 
stupendous. The book was going 
to be translated into dozens of 
languages, including Icelandic. 
His wife Mary had read it and said 
it was his best yet. But out there, in 
the literary jungle, were the tiger- 
ish critics eagerly awaiting the lat- 
est Ludlum offspring to sink their 
teeth into. 

Mr Ludlum “finds his charac- 
ters on the back of cereal boxes, 
his prose in movie magazines.” 
Ouch. “The Ludlum hallmarks”, 
another critic wrote, are “ham- 
fisted cliché, risible dialogue and 
the scattergun use of italics and 
exclamation marks.” A fellow ti- 
ger agreed, “It’s a lousy book.” But 
he added, “So I stayed up until 
3am to finish it.” 

That was the trick. However 
you viewed Mr Ludlum’s prose, 
his books were page-turners, to 
use a cliché he would have been 
particularly proud of. Even the ti- 
tles had a read-me urgency. Each 
would began with the definitive 
“The” followed by a mesmeric 
combination of syllables: “The 
Rhinemann Exchange”, “The Ica- 
rus Agenda”, “The Bourne Ul- 
timatum”, “The Parsifal Mosaic”, 
“The Scarlatti Inheritance”. The 
page-turning public bought at 
least 200m copies of his 22 books, and perhaps as many as 300m, 
making him probably the world’s most read writer. He was said to 
be getting an advance payment of $4m a book, again a figure that 
was likely to be a record among the half a dozen writers who dom- 
inate the popular market. 

Those who read of his success, many of them other writers but 
regrettably without his touch, would make a pilgrimage to their lo- 
cal bookshop in a quest for the secret of these tomes of gold. So you 
open, say, “The Scarlatti Inheritance”, and enter the Ludlum world. 
“ ‘Stay where you are, you scum, you English fairy! Kroeger drew 
the pistol from his holster. Canfield, standing by Elizabeth, saw 
that it was a long-barrelled forty-five and would blast half a man’s 
body off with one shot. ‘Stay where you are! Finished! Nothing's 
finished until I say finished. God damn filthy pigs!” 


The plot thickens 

Those unfamiliar with this genre should know that it has a long, 
and happily dishonourable, tradition. James Thurber parodied 
the style in “The Secret Life of Walter Mitty”, a lasting memorial to 
all thriller writers: “‘We’re going through! The Commander's voice 
was like thin ice breaking. He wore his full-dress uniform, with the 
heavily braided white cap pulled down rakishly over one cold 








Robert Ludlum, the world’s most read 
writer, died on March 12th, aged 73 


grey eye. ‘We can’t make it, sir. It’s 
spoiling for a hurricane, if you ask 
me.’ Tm not asking you, Lieuten- 
ant Berg, said the Commander. 
‘Throw on the power lights! Rev 
her up to 8500! We're going 
through?” 

If there is a mystery about Mr 
Ludlum’s success it may be why 
he seems to have done just a bit 
better than others writing the 
same kind of stuff. Part of it is 
good marketing. A lot was his 
dogged professionalism, writing 
2,000 words a day (in longhand), 
starting at 4.30 in the morning. But 
mostly it was Mr Ludlum’s mas- 
terly plotting, his skill at devising 
stories with numerous and inge- 
nious twists. Every page has a sur- 
prise. You might sneer at the dia- 
logue, but you wanted to know 
what happened next, what 
Kroeger would do now. And 
everything wasat stake: the future 
of the world, at least. In Mr Lud- 
lum’s hands the cold war was 
even more chilling. His concern 
with global mischief wasn’t just 
story-telling, he said. He had “a 
certain anger” about the way the 
world was run. He cared. 

His apocalyptic messages 
were a part of the thriller tradition 
that dates back atleast to Sherlock 
Holmes. Conan Doyle was rather 
more sparing with the exclama- 
tion marks, but like Robert Lu- 
dium he was a persuasive story- 
teller. And he too made his 
readers feel they were getting a privileged glimpse into how the 
real world was run. In “A Scandal in Bohemia” the enthralled 
reader learns that the problem challenging Holmes “is of such 
weight that it may have an influence on European history”. 

It is possible that Robert Ludlum once played Sherlock 
Holmes. He did not take up writing until he was 40. For some 20 
years before that he was cast in many roles in the theatre and on 
television. He appeared in some 200 television dramas. With his 
calm, laid-back style he was in demand as a lawyer, the sort that 
witha few incisive words demolishes the prosecution’s seemingly 
impregnable case. On the other hand he was content to play an 
unsuspected killer. When acting work was scarce he did “voice- 
overs” for Tv advertisements. He would reassure viewers with 
drain problems that “Plunge works fast”. 

Such lucrative work, he said amiably, was “morally one step 
below theft”, but helped to pay for the education of his three chil- 
dren. After his first novel he was poor no more and was able to buy 
homes here and there and do the sort of things that come with 
wealth. But he never stopped writing. In three books still to be 
published, the good guys have yet again toconfront the villains in- 
tenton global conspiracies. And ruthlessly keep readers awake un- 
til three in the morning. 
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Get your MBA 
Stay on the Job 
Discover the World 
Build your Future 


You are an experienced manager with a deep desire to learn and 
a need to broaden your horizons, but you have a tight, 
real world schedule. 
What can you do? 


You must experience value creation in other parts of the world, 
such as Silicon Valley and China, but it's not part of your normal work. 
How can you get this experience? 


You want and require an MBA, but love your current job. 
Who can help you? 


Real World. Real Learning 


For full details on the EMBA Program or other Executive RORE 
please contact: E.C. Vuichoud 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: emba.econom 
IMD-International Institute for Management Development, Lausanne, Swi 


www.imd.ch/emba 














Templeton College | University of Oxford 


‘Action is eloquence’ 


William Shakespeare 


‘World Views | Individual Focus — 


Oxford has for generations prepared the world’s leaders 
to harness change to the advantage of their corporations, 
their nations and the wider wor Now a unique portfolio 





of executive programmes delivered. by Templeton is helping 
extend this role as a centre of learning into the new economy. 


Templeton’s four-week Oxford Aakvanced Management 
Programme offers a comprehensive toolkit of business 


models and techniques to propel careers onto the fast track; 


the one-week Oxford Strategic Leadership Programme 
provides the opportunity to reinvent your leadership style; 
and the Oxford Senior Executive Finance Programme 
focuses for a week on the financial connections that lie at 
the heart of the enterprise. 


In a parkland setting minutes away from the dreaming 


spires of Oxford, we bring together global thought leaders, 


an innovative faculty and some of the world’s most senior 
and high calibre course participants. 


By combining a truly global perspective and the individual 
tuition for which Oxford University is internationally 
renowned, we offer a personal development experience 
that you will never forget. 








For further information, please visit 
www.templeton.ox.ac.uk/executive, or return to: 


Dorothy Cooke 

Templeton College, University of Oxford 
Oxford OX1 5NY, England 

Tel +44 (0)1865 422734 

Fax +44 (0)1865 422501 . 

Email enquiries@templeton. oxford. acuk 


Please send details of (tick box) 

[| The Oxford Advanced Management Programme 
[| The Oxford Strategic Leadership Programme 

C] The Oxford Senior Executive Finance Programme. 
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COURSES 





BUSINESS SCHOOL 
FINANCIAL MARKE 


Further information: www.ismacentre.rdg.ac.uk 
Information session on Monday 9 April, 2001: book your place now 
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Twelve intensive months for a 


: profound understanding of 
F L Y marketing and finance. That's the 
Master of International Economics 
and Management at Milan's Bocconi 
H | H E R School of Management. It's a highly 
a successful interdisciplinary course = 
offering key specialisations in | < 
International Finance and Industry | 
Analysis and Marketing, Just some | : 
; of the reasons why MIEM attracts} 
; students from 30 countries all over 
the world. So, if you too want 


to fly higher, download our 
brochure and application form. 


MIEM 


Master of 
International Economics 
and Management 
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_ ISDA BOCCO! 
Tel: +39-025836.3125 / 6605: Fax tit 39-025836.3293. E-mail: MEH @ sdabocconi it m Th versity School of W 



















Institute of , 
Social Studies 


A , het, Re hp "eo ennoe UNIVERSITY,» 
The Hague, The Netherlands vrije Universiteit amsterdam i 


Toa 
[A 





In a joint effort, three distinguished academic institutions in The Netherlands offer a new 


MSc. in Development Economics 


This new programme draws on current research to provide an appropriate blend of advanced academic knowledge and 
applied skills that are essential to analyse and tackle the complex issues facing a developing world. 


The internationally experienced staff have extensive research and field experience in developing and transition 
countries. 


Intensive course work, hands-on computer assignments, workshops, seminars and a research paper equip students 
with the knowledge and tools required to become accomplished analysts. 


The programme is suitable for students who have a bachelor’s degree in Economics (or a related discipline) and- 
who seek a career in international companies and organisations, government, and NGOs. The programme starts in 
January. 2002 and runs for 12 months. 


The tuition fee is Euro 10,000. Current living expenses in the Netherlands , 


are approximately Euro 950 a th. Programme Administrator 
be ie : D aa MSc. Development Economics 


Assistance in attaining fellowships or finding funding can be provided. Institute of Social Studies 
P.O. Box 29776 

Sl i 2502 LT The Hague 

ie apply or for further // WWW.ISS. Ri MSCOEY The Netherlands 
information please contact = i Tel: +31 70 426 0460 

us via one of the following: E-mail: mscdevecon@iss.nl Fax: +31 70 426 0799 
















COURSES 


It’s a big world. 


Somebody has to run it. 


INCING THE NEW i 


forK UNIVERSITY STERN SCHOOL OF Bu: 


TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the 
three flagship schools, plus one week each in Sao Paulo 
and Hong Kong. Distance learning and team projects 
occur between class sessions. It's visionary, focused and 


unique. Kind of like you, 


For more information, 

call +33 1 39 67 70 94 in Europe or 
+1 212 998 0442 in the United States. 
Visit www.triumemba.org or 


e-mail info@triumemba.org. 
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GENEVA 2001 


During the past two decades, the FAME-ICMB 
Executive Courses in Finance have become the 
benchmark for executive training in asset 
allocation, risk management, forecasting and 
quantitative analysis. 


The emphasis on practical applications and our 
renowned international faculty ensure that 
participants build skills that are directly 
applicable to their daily work environment. 


Didier Cossin April 30 ~ May 3 
CREDIT RISK PRICING, MANAGEMENT AND THE USE 
OF CREDIT DERIVATIVES 


G, Andrew Karolyi May 14 - 18 
EQUITY PORTFOLIO MANAGEMENT 


Francis X, Diebold May 21 ~ 25 
ESTIMATING AND FORECASTING FINANCIAL MARKET 
VOLATILITY AND CORRELATION 


Yacine Ait-Sahalia June 11 ~ 15 
INTEREST-RATE MODELS: THEORY AND PRACTICAL 
APPLICATIONS 


Paul Embrechts June 18 - 22 
MODELING EXTREMES AND DEPENDENCE IN FINANCE 
AND INSURANCE 


Salih Neftci August 13 ~ 17 
FINANCIAL ENGINEERING WITH JAVA AND C++ 


Kevin Wilson August 20 ~ 24 
SHAREHOLDER VALUATION AND SECURITIES ANALYSIS 


Francis X. Diebold August 27 - 31 
FINANCIAL ECONOMETRICS AND FORECASTING 


Richard Levich September 3 — 7 
EXCHANGE-RATE ECONOMICS AND FORECASTING 


Stephen Schaefer September 10 ~ 14 
MODERN FIXED INCOME MARKETS: 

RELATIVE VALUE, ARBITRAGE, PORTFOLIO AND 
RISK MANAGEMENT 


Philippe Jorion September 17- 21 
GLOBAL ASSET ALLOCATION 


Russ Wermers September 24 ~ 28 
PERFORMANCE EVALUATION AND ATTRIBUTION 


René Stulz October 1-5 
INTEGRATED RISK MANAGEMENT 


Salih Neftci October 8 - 12 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


David Cox October 29 — November 2 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 





INTERNATIONAL CE 
FINARCIAL ASSAY MANAGEME 






row 
TAND ENGINEERING 


For more information, please contact: 

Fabienne Scagliola or Béatrice Candolfi 
FAME-ICMB 

Av. Blanc 49, 1202 Geneva, Switzerland 

Tel: +41-22/731 95 55 Fax: +41-22/731 95 75 
E-mail: geneva-courses@fame.ch 

URL: www.fame.ch/executive-education/geneva 









As a European leader in education and research, Maastricht University 
is famous for its unique small-scale and self-motivating approach 

to teaching (problem-based learning) and its high level of 
internationalisation. in the national education surveys, 

Maastricht is consistently listed in the top ranks. 


The Faculty of Economics and Business Administration has developed a 
part-time Executive MBA Program which reflects two important aspects 
of the current business climate: Globalization of Markets and Electronic 
Business and Commmerce. The Maastricht Executive MBA Program aims 
to prepare managers for future success in a rapidly evolving and highly 
competitive global business environment where continued innovation is 
crucial to productivity and growth. 


The Maastricht Executive MBA Program curriculum consists of three 
tracks: General Management, Financial Management and E-Commerce 
arid Marketing. The program is designed to be completed in 24 months 
and lectures and classes are conveniently paced and are conducted each 
week on Fridays and Saturdays. Our MBA exchange program with a 
leading US business school adds considerable value to the curriculum. 


For more information, please visit our website: www.mnba.unimaas.nl, 
or contact Dr. Charles Pahud de Mortanges (c.pahud@mw.unimaas.n)), 
or Prof, Dr. Willem Verschoor (wverschoor@berfin.unimaas.nl} 


Universiteit Maastricht 

Faculty of Economics and Business Administration 
Executive MBA Program Office 

P.O, Box 616, 6200 MDMaastricht, The Netherlands 
Tel: +31-(0}43-388 3220, Fax: +31-(0)43-388 4970 




























EXECUTIVE RETREAT ON PENSION 
REFORM: FINDING THE PATH TO 
A SUSTAINABLE PENSION SYSTEM. 


June 17—22, 2001 
Presented jointly by the World Bank Institute and 
the Jobn E Kennedy School of Government 


Combines in-depth analysis of reforrn issues with real-time 
policymaking. World-renowned academics, experienced 
policymakers, and private-sector experts meet with participants 
in private sessions to analyze their countries’ pension problems 
and formulate solutions. Larry Kotlikoff and Robert Holzmann, 
Faculty Co-Chairs. 


Topics include: 

» Privatizing v. Restructuring Pensions 

* Pension Systems & Economic Growth 
* Collection & Payment Systems 

+ Financial market Preconditions 

* Pension Asset Management & Oversight 


For brochure and application, 
please contact: Enrollment Services, 
Phone: (617) 496-0484, ext. 214 
Fax: (617) 495-3090 

E-mail: KSG_ExecEd@Harvard.edu 
Internet: http://www.execprog.org 


HARVARD UNIVERSITY 


Joba F. Kennedy School of Gaverament (a 








Professional 
tele lithe 


Academic 
Excellence 


DUNDEE 


A COMPETITIVE EDGE IN 
THE GLOBAL ECONOMY. 


The Centre for Energy, Petroleum, and Mineral Law 
and Policy - CEPMLP/DUNDEE - is the leading 
graduate school in it’s field. An internationally 
recognised centre of excellence that maintains close 
links with industry and governments through 
executive training and consultancies with tangible 
successes placing graduates and offering 
professionally relevant programmes leading to the 
qualifications of: 


INTERNATIONAL BUSINESS TRANSACTIONS 
MBA&LLM International Business 
Transactions & Negotiations 
European Business 
Economic Regulation 
Investment & Finance 














































































OIL & GAS 
LLM  Oil& Gas Law 
Taxation & Finance 
MSc _ international Management 
Oil & Gas Economics 
MSC/MBA Oil & Gas Management 
ENERGY 
LLM & MSc _— Energy/Environment/Finance/ 
Policy/Studies 
Energy Utility Management 
European Energy 
MINING 
LLM Mineral Law & Policy 
MBA Mineral Resources Management 



















WATER 
Lim MSC MBA 


WE INVEST IN YOUR SUCCESS 
THROUGH CO-FUNDING 


PART-TIME LIMITED DISTANCE LEARNING 
www.cepmip.org 


Centre for Energy, Petroleum and 
Mineral Law & Policy 

The Leading International Graduate School 
in Natural Resources, Energy and 
international Business Transactions 


Info: Kathleen Shortt, CEPMLP/University 
of Dundee, Dundee DD1 4HN, Scotland, UK 
(E18), Telephone: +44 (1382) 345897 
Fax: +44 (1382) 322578 

Email: k.a.shortt@dundee.ac.uk 

Internet Journal: www.cepmip.org/journal 
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Extend your global reach 


MBA 


| © AMBA Accredited Degree. 
® An intensive nine-month bilingual program (French/English). | 


© The leading school in Political Science and Economics, 
founded in 1871. 


® A distinguished international faculty. 
@ An urban campus in the heart of Paris. 


Next information session in our premises: 
Thursday, May 17" 2001 at 6.30 p.m. 








44 87 43 - Fax : + 33 145 44 88 92 


OF particular interest to our ae ; 
Senet ae We invite applicants to our 
participants are the activities of 


the Innocenzo Gasparini Graduate Programme in 
TM emcees ECONOMICS. 

MCR RMAs The sequence starts with a one-year 
Ae ROR Master degree (MEc), designed to 
which hosts Italian and foreign fe l irainina į l 
TE EEI O O O genera training in economics 
A AE] ond quantitative methods as well as 


ae EEC OEEO several optional courses. 


GRADUATE PROGRAMME IN ECONOMICS 
MEc and PhD 


For detailed information ond 
application forms please visit 
B our internet sites at: 


It continues with a three-year PhD 
which offers advanced courses and 
AVA acini seminars and trains the students in 
sila RE individual research. The emphasis of 


or contact: 

Office of Graduate Studies 
in Economics 

Università Bocconi, 

Via Sarfatti, 25 We offer financial support based 
Ș 20136 Milano - Italy on merit. 

Tel. +39-02.5836.3367 

Fax. qo poe 5 UNIVERSITA BOCCONI 
e-mail: 

mec@uni-becconi.it 

phd.ec@uni-bocconi.it 


the PhD is on public policy, finance 
and international economics. 








COLLEGE DEGREES 


B.S. M.8., Ph.D. Many fields. No classes, 
NO COST evaluation! Send resume. 
6400. UPTOWN BLVD NE SUITE 398-W 
Dept.34 + ALBUQ., NM 87110-USA 

U 


MOcentiyunierily edy WASHINGTON 
onene orrons INTERNATIONAL. 
UNIVERSITY 
: : ; low tuition-Bachelor, Master, Ph.D 
COMPUT ‘ATIONAL in most fields - No exams, no classes- 
A WIU Instructor will help with your 
FIN ANCE studies. Students in 112 countries 


and 36 states. No cost catalog send 
apply now for Fall 2001! 


postal address: Student Comm. Ctr 
www.cse.ogi.edu/CompFin/ 












































144 Ivy Lane, King of Prussia, PA 
19406 - USA, FAX: 610 205 0960, 
E-MAIL: admissions@washint.edu 
WEB SITE: www.washint.edu 



















Recognized as the world’s most 
flexible Distance Learning MBA or 
DBA/Ph.D. No bachelors degree 
required for the MBA (or Master’s 


MBA for DBA) if you have significant 
work experience. No time limits, 
minimum or maximum. MBA 
usually takes one year, DBA two. 


Transfer students welcome. 

No required courses. You will not have to study material you already 

know or do not need. No exams, instead you write papers. Learn from 

successful business leaders/authors (many are millionaires). 
Faculty members wanted. 

Rushmore University, Dakota Dunes, SD USA / 605-232-6037 

ec@rushmore.edu www.distancemba.com 


uams 


UNIVERSITEIT ANTWERPEN WENNEN MANAGEMENT SCHOOL 


















- probably the longest tradition in business education in the world - = 






The University of Antwerp has a tradition in management éducation 
dating back to 1852. Building on 150 years of pioneeririg; expe- 
rience and innovation, the University of Antwerp. Management..... 
School offers you the opportunity fo join its programme 


Master of Business Administration. 


Are you looking for a full-time MBA programme which offers the 
chance to 4 RAS 









- become part of a quality student population with an average 
age of 28 and 4 years of work experience 9° | mmr 

~ experience a variety of interactive and practice-oriented teaching 
methods, business games, workshops and residential seminars 

~ study in a truly international environment (our faculty members =] 
hold PhDs from major business schools worldwide, our student 
body is drawn from 5 continents) so i 

~ enjoy the experience of being a student in one of western Europe's = 
most historic and dynamic cities ? ere 











If you are, we would like to get to know you better. You cantearn o 
more about our MBA programme from our website www.uams.be 
and you can contact us at mbainfo@ua.ac.be 










L 7 
courses 


v Bto 9 study period 
by a variety of socia 


y Highly qualified inst 


tion and international reservations : 

Tel, : +32 (0) 87 79 11 22 

“Fax: +32 (0) 87 79 1188 Y Courses for all 

E-mail : Customer@ceran.be . es 
http://www.ceran.com Y Private programmes and/or pers 

group programmes (4 students maximum) 


in their mother tong 
levels starting every week 


Our Summer School offers the chance to gain valuable skills in business and 
management whilst enjoying an exciting cultural and leisure programme, 
based in the heart of London. Transferable credits awarded on completion 
may count towards a Masters Degree. 

Subjects include: 


WESTMINSTER BUSINESS SCHOOL 


Graduate 
Summer 


School 


@ International Financial Services 
Operations & Information Management 
Quantitative Methods in Finance 
Modelling Business Strategy 
International Marketing 
@ International Business Policy 
Contact the Admissions & Marketing Office, University of Westminster, 
35 Marylebone Road, London NW1 5LS, UK. 


Telephone 020 7911 5020. Fax 020 7911 5703. 
Email mrdmark @wmin.ac.uk http://www.wmin.ac.uk/wbs 


CENTRAL LONDON, 
16 Juty - 10 August 2001 


_ APPOINTMENTS 


aan 
Educating for professional life Ee at. 


UNIVERSITY OF WESTMINSTER 


wy 












TRAINEE ENERGY / COMMODITY TRADERS 








Excellent career opportunities in the London Office of a leading 
global energy and agricultural commodity trading house. This 
long established company has trading offices worldwide. It also 
owns and operates substantial industrial and storage assets 
which complement the trading activity. 








Trainees will receive rigorous on-the-job training circulating 
between the various energy and soft commodity desks. The role 
of each desk is to trade and transport physical commodities 
internationally while managing the substantial price risks 
inherent in volatile markets using financial derivatives, futures 
and options. 








At the end of a two year structured programme trainees will 
have a sound knowledge of trading, logistics, finance and 
contract administration, They will be experienced in the skills 
common to trading all commodities, while appreciating the 










unique aspects of each market. 


For the next career stage the employees will be appointed to 
junior trading roles either in London or overseas. 


Ideal candidates will be either new graduates or graduates with 
one or two years’ work experience: 


* Numerate with the ability to analyse supply, demand and 
trade flow fundamentals 

« Highly motivated with strong initiative 

* Excellent communicators 

* Computer literate 

* Proficiency in a second European language preferred. 


Salary competitive, prospects exceptional. 


Please reply to The Economist, Box No 4113, 25 St James’ St, 
London SWIA IHG. 
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Initially London based, but moving to Reading 
Economic Analyst 


Reading 
Salaries negotiable based on experience 


Here at the Environment Agency, we have the principal aim 
of working towards sustainable development, taking into 
account likely costs and benefits. Our business ranges from 
dealing with industrial pollution and waste to major investment 
programmes in flood defence. We are now seeking three 
additional economists to join our developing economics team. 

You will advise on key economic issues that affect the 
environment, including analysis of trends in business and 
the economy, as well as developing our capacity in options 
appraisal, advising on the use of economic instruments and 
the detailed analysis of individual investment and 
regulatory decisions. 

The Senior Economists will be based with our National 
Centre for Risk Analysis & Options Appraisal which is a 
multi-disciplinary working environment where you will work 
with others to develop analytical tools and to carry out strategic 
and detailed analyses of key issues for the Agency. Although in 


Bring your business knowledge to the right environment! 
Senior Economists - Environmental & Business 





The Economic Analyst will be based at our offices in Reading, 
where you will be working directly with our frontline staff, 
whilst contributing to the development of economics across 
the Agency. 

You will need a first degree in economics, together with 
significant experience of putting economic analysis to work 
successfully in Government, Utility, Industry, Finance or 
Consultancy. Experience of environmental issues and 
management would also be a distinct advantage. For the senior 
roles, we will expect you to have relevant experience and skills 
in working with senior management. One of the senior posts is 
being offered as a two year appointment. We are also prepared 
to consider secondments. 

For more information about the roles, please contact 
Ronan Palmer, Chief Economist on 07768 006 260. To. apply, 
please send your current CY, clearly indicating which role you 
are applying for, to: Leah Callier, Environment Agency, Kings 









London at the moment, the Centre will be relocating to 
Reading later in the year. 


www. environment-agency. gov.uk 


A no smoking policy is in operation. 


The Environment Agency is committed to achieving Equal Opportunities. 


Meadow House, Kings Meadow Road, Reading RGI 8DQ. 
Closing date for receipt of applications is 24 April 2001. 


ENVIRONMENT 
AGENCY 





Manager - Revenue Accounts 


Up to £45,000 package + benefits 
Crawley, West Sussex 


if the critical importance of revenue accounting to airline 
profitability isn’t immediately apparent to you, stop reading here, 

In fact, if you haven't got at least 10 years’ airline industry revenue 
accounts experience at managerial level, this key role isn't for you. 


Still reading? Then you no doubt have a proven record in 
revenue protection and recovery, as well as detailed knowledge 
of IATA's rules, regulations and resolutions. You'll also be used 
to giving balanced opinions on the interpretation of yields, 
special contracts and deals, and ensuring accurate data 
provision to support financial and route-related decisions. 


Join us and you'll deal with auditors, agents, airlines, 
governments and industry experts worldwide, together with 
numerous internal departments. Using your knowledge of sales 
and flown revenue accounting to optimise our current working 
methods, you'll also ensure our revenue systems.-and company 
procedures are always up to date-with industry.changes. 
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People have always gone further with us. 
Why should you be any exception? 


You'll be our main source of revenue accounting advice 

and visionin this senior and commercially vital role, 

thanks to your expertise in the agent. and airline billing 

and settlement process, codeshare /alliances’. negotiations, 
and the. legal aspects of overseas airline revenue operations. 
Aware of the impact your decisions will have, and how 

these relate to profit, you'll also: know how functions 
co-operate to maximise revenue. 


For a strong communicator with exceptional: people: 
management. abilities, the breadth of opportunity this role 
promises: is vast. Promotion prospects are equally 
impressive + as is the package, which includes-a pension, 
seven free flights a year and arguably the best 
concessionary travel scheme in our industry, 


To apply, please call us on 01483 462480. The closing date 
for completed application forms is Friday 13th April 2001. 
Alternatively, for further information and the opportunity 

to apply online, please see our website at 


www.virgin.com/atlanticjabs 
virgin atlantic Ls 
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JOB HUNTING INTERNATIONALLY ig 


Executive $75K-500K +. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Email: 
ncareerpath.co.uk 
areerpath.co.uk 
kk.loxinfo.co.th 


Fax: 
USA/Canada +1 202 4781698 
Europe +44 20 75048280 
Asia / M. East / Aus +66 2 2674688 


cpamericat 
cpeurop 
cpasiac) 












THE UNIVERSITY 
OF BIRMINGHAM 


THE BIRMINGHAM BUSINESS SCHOOL 
LECTURERS/SENIOR LECTURERS 
(14 POSTS) 


of a major expansion plan, the Birmingham Business 


As part 
across a wide range of 


School seeks to fill 14 permanent posts 
disciplines. 

Successtul applicants will be expected to contribute to the 
development of the Birmingham Business School as a major 
international centre of excellence both from a research and 
teaching point of view. 


Suitable candidates will be expected to demonstrate active 
research interests and good teaching skills. Administrative 
experience is desirable but not essential. 


The Birmingham Business School (comprising the Departments 
of Commerce and of Accounting and Finance) has offered first 
degree courses in business, accounting and finance for almost 
100 years and masters degrees for over 50 years. The School 
is continuing to expand its activities in this area and to launch 
new taught masters programmes. The School is keen to 
maintain and expand its stated research orientation and to this 
end is steadily increasing the number of postgraduate research 
students. Further information may be obtained from our 
website (www.business.bham.ac.uk/business/). 


Two appointments, regardiess.of discipline, will work closely 
with our Graduate MBA Cent 












Applications: will 
Marketing 


——————— 


al Management 
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National University of Ireland, Galway 
Ollscoil na bEireann, Gaillimh 


Applications are invited for the post of: 
Endowed Professorship of Electronic 
Business Strategy and Applications 


a private donor to assist with 





AD The University has secured major funding from 
Ache establishment of a Centre and Research Chair in Electronic Business 
Strategy and Applications. It is anticipated that this appointment will attract 
further private funding once the Centre ts operational. 















duties and responsibilities of this Professorship, and 


Because of the unique 
position, theg 


Alin recognition of the particular expertise required for the 
$ appoinement will be a 5-year contract appointment, allowing a departure 







from normal levels of remuneration, 

AD The Professor will lead a team of interdisciplinary researchers drawn from the $ 

B Faculties of Commerce. Engineering and Science and linked to other f 

J institutions. The researchers in this Centre will work primarily at doctoral and 
post-doctoral level. The Cente will form a core element in Ireland's 


contribution to advances in IT and electronic business. 
Candidate Profile: 


The person appointed will already have a high profile, established research E 
-cord, and be capable of attracting private and public research funding and $ 
building an outstanding multidisciplinary research team, Relevant research 
interests are likely to include one or more of the following: Electronic F 
J Commerce, Information Management, e-Business Strategy, Management & 
A Work Organisation Issues, Enterprise Systems, Component Technologies, 
Middle-ware, Modelling and Socio-Economic Impacts. 


Background to the Appointment: 


As the world’s largest exporter of computer software, home to most of the 
significant corporate world Jeaders in ICT and Europe's fastest growing and 
as a 



































‘A most vibrant business environment, Ireland now enjoys many advantage: 
A centre for leading edge research activity in ICT and business. Between now and 
2006 about £2 billion will be allocated for research and development in the 
Government's National Plan, with £560m already committed by Sctence 
Foundation Ireland to spearhead research on the ICT and biotechnology sectors. 














Galway has been an important centre of ICT industries for over 20 years 
and is now being promoted as a pivotal development centre for the future. 
National University of Ireland, Galway has an established reputation for 
research excellence in fields such as Biomedical Engineering Science, 
q Environmental and Marine Sciences and Celtic Studies. In the last 3 years 
alone it has secured research funding of over £26m in internationally 
assessed competition in these areas. The University is already a significant 
player in ICT, offering a broad range of under-graduate, taught post- 
graduate and research degrees in IT. eBusiness and related disciplines. Ir 
attracts research funding from national and international agencies as well as 
[many of the multi-national ITC corporations, and has established 
F collaborations throughout Europe, North America, China and Russia. 


Eor further information sce the University website: hetp:// www.nis.nuigalwayie/ F 


























A Further information on the post is available from the Personnel Office, f 
f NUL, Galway. 
Candidates showld submit sever copies of their Curriculum Vitae 
with the names and addresses of at least three referees and not more than five to: 
The Personnel Office, National University of Ireland, Galway, 

Tel +353-91-512069, Fax: +353-9 1-750523; 

Email: personnel @mis.nuigalway ic; 

Website: beep: / / wav mis. nuigalway-ie f. Personnel 
The National University of Ireland, 
Galway is an equal opportunities € anh 





Closing date for reecipt of 


shvations is: Friday, 20th April, 2001. 


a 
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OXFORD ECONOMIC FORECASTING 
ECONOMISTS 


OEF provides economic forecasting and consultancy services to companies across the 
industrial spectrum and to governments and international institutions. We are currently 
looking for economists to join our expanding Oxford office. 


The successful applicants will be responsible for key aspects of our forecasting services, 


contributing to our regular publications and conferences, and helping to improve our model 
systems. In addition, they will assist Senior Economists in consultancy projects. 


We are looking to fill some positions as soon as possible. We would also welcome applicants 
who are currently undertaking post-graduate studies, who would be available to start in the 
summer, OFF offers an attractive mix of competitive pay; a lively, friendly environment; and 
a challenging job with a high degree of autonomy for new entrants. 

Please send a CV to: 
The Secretary, Oxford Economic Forecasting, Abbey House, 121 St Aldates, Oxford, OX1 THB 





-The creme always rises to the top, so 





why shouldn’t you? 


Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40 and currently earning $100K+ per 
yéar, we can assist you in attaining your goals. Resume Broadcast 
International, will manage your career search with the personal contact 
necessary for success. Our commitment is not just 40 hours per week, but 
24 hours a day, 365 days a year. Contact us at Tel: (619) 224-9257, Fax: 
(619). 224-9268 or Email: 102224.3306 @compuserve.com and open the 
doors to opportunity today. 









Resume Broadcast international 
Resame & P.O. Box 6930, San Diego, California 92166, USA, 
Seen: K Tel; 619 224 9257, Fax: 619 224 9268 
imernational Emait: 102224.3306@ compuserve.com 








Department for 
International 
Development 


The Government of Jamaica’s Social Development 
Commission (SDC) has primary responsibility for community 
organisation in Jamaica and implements community based 
programmes to support Jamaica’s National Poverty Eradication 
Programme. The SDC, through its nationwide network of 
community development officers, supports formation of 
Community and Parish Development Committees to 
decentralise government and empower communities. 


SDC has gone through considerable change, moving from a 
welfare based social service organisation to its present focus 
on community empowerment. 


As part of this change process SDC wishes to strengthen its 
policies and field practice in participatory development. For 
two years DFID has been supporting an adviser within the 
Jamaica Social Investment Fund (JSIF), to encourage and 
strengthen community participation within JSIF poverty 
eradication programmes. JSIF and SDC are partner 
organisations. 


TERMS OF REFERENCE 


You will support the training of SDC staff and partners to 
strengthen community participation in national poverty 
eradication policy, practice and service delivery. You will also 
contribute to the continuing change management process 
within the SDC and work to strengthen the partnership 
between JSIF and SDC. For the first year of the project you will 
be based within SDC but report to the Participation Adviser 
within the JSIF, Subsequently, the project will become a wholly 
SDC initiative. 


In addition to identifying gaps in practice and skills, you will 
establish mechanisms to ensure ongoing support and guidance 
to SDC field staff on good practice in participatory 
development. Support for appropriate change in management 















hitp://www.dfid.gov.ak 


Fulfilling Britain’s commitment to 





Application forms can be obtained, quoting reference AH375/3B/RM/TE clearly on your envelope, from Rosalind 
Marriott, Room AH375/3, Department for International Development, Abercrombie House, Eaglesham Road, 
East Kilbride G75 8EA or telephone 01355 843243 (answerphone) or e-mail: HROD3@diid-gov.uk 


PARTICIPATION ADVISER © 
KINGSTON, JAMAICA 


practices is also a large part of the role, as is the provision of 
advice to training and support strategies to enhance 
community participation in local government decision making. 
Documenting best practice for development partners and 
government agencies, you will provide quarterly progress 
reports, as well as a report upon completion of the project. 


QUALIFICATIONS AND EXPERIENCE 


With at least five years’ experience of working in community 
development in developing countries, you must have an 
extensive background in adult training using interactive and 
participatory approaches, as well as experience of supporting 
change management. 


You reqire to have a degree in a relevant social science, 
postgraduate education in social development or equivalent. 
However, the right experience is more important than 
educational qualifications. First class communication skills and 
organisational ability are essential, as is the capacity to work 
with people at all levels and to operate effectively in 
sometimes difficult environments. 


TERMS OF APPOINTMENT 


The appointment is for a two year fixed term period and is 
subject to a probationary period. Salary. will be £34,000 per 
annum, is UK taxable and will include an element in lieu of 
employer's share of superannuation. Additional allowances 
may be payable together with fare paid UK leave every tweive 
months. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


Closing date: Friday 27 April 2001, 











The Department for International governments, international and national Europe. 
Development (DFID) is the UK’s non-governmental organisations, the DFID is committed to a policy of equal 
government department responsible for private sector and institutions such as the opportunities and encourages applications 
pone developmen! a ih joan World Bank, UN agencies and the from all parts of the community. We would 
ot poverty. is committed to the European Commission. Most of the i je > ications fi 
internationally agreed target of halving the REAR is concentrated on ha poured particuany we come a Tom 
proportion of people living in extreme countries in Asia and sub-Saharan Africa backer ; { ' j le with a disability 

a ' background and people with a disability. 


poverty by 2013: cathe but we also work elsewhere, including Selection is on merit. 
DFID works in parinership with Latin America and in Central and Eastern 
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delivering solutions 
Resident Programme Director - Nepal 


WSP International Management Consulting, (NCE 
International Consuitant of the Year 2000), part of the 3000- 
strong UK-based WSP Group plc, are seeking a senior 
development professional to lead a large donor-funded 
programme of policy formulation, institutional strengthening, 
road and bridge construction and social development. The 
objective of the programme is the improvement of rural 
livelihoods in six districts in Nepal. As well as the ability to manage 
a multi-discipline, multi-cultural team - including staff from 
: consultants, government organisations and community-based 
organisations - the successful applicant will need excellent 
advocacy skills and familiarity with a range of good governance 
and poverty alleviation issues. A three-year appointment to begin 
later in 2001. Salary and other terms negotiable. 


Please send applications with full CV by email, to Jane Martin at 
wspimc-info@wspgroup.com 


WSP International Management Consulting 
First Point, Buckingham Gate, Gatwick Airport, West Sussex, RH6 
ONT, United Kingdom. 


Tel: +44 (0)1293 602600 Website: http:/Awww.wspgroup.com 








ye 
ta University of St.Gallen 








The University of St. Gallen ~ Graduate 
School of Business, Economics, Law and 
Social Sciences is seeking to appoints, as 
soon as possible, a full-time, tenured 


Professor of Economics 
with a specialisation in Finance 


Applicants must be willing to co-operate 
with colleagues from the Banking and 
Finance Department. The appointee will 
teach courses in general economics and in 
finance at the undergraduate, graduate and 
doctoral levels within the economics and 
business programmes. A strong research 
record with publications on theoretical or 
empirical finance in well-recognised inter- 
national academie journals and strong tea- 
ching skills are expected. 


Applications, with the usual supporting do- 
cuments, should be addressed no later than 
April 30, 2001 to Professor Peter Gomez, 
President of the University of St.Gallen, Du- 
fourstrasse 50, CH-9000 St.Gallen/Switzer- 
land. 









Salary from £20,865 - £33,101 p.a. incl. 


The Development Studies Institute wishes to appoint a 
specialist in the political economy of development, 
with expertise on global institutions and organisations. 
Candidates must have a PhD (or be able to deliver a 
copy of their finished thesis if requested) and 
considerable research experience in the developing 
world, Knowledge and language expertise related to 
Latin America and experience in an interdisciplinary 
teaching environment may be an advantage. 


For application pack and further details, please contact 
020 7955 6183 or email Recruitment@ise.ac.uk quoting 
reference AC/00/44. 


Closing date for applications: 27th April 2001. 


The London School of Economics and Political Science is committed to 
equal opportunities and excellence in teaching and research 


Meyado is the leading provider of 
investment advice and private banking 
services to expatriates and international 
investors worldwide. 


Capitalise 
on your 

success in 
Frankfurt 


Our expansion plans for 2001 mean we 
need to recruit more consultants in 
Frankfart; professionals already able 
to demonstrate a significant track record 
in sales, either in a major international 
commercial role or as a private banker 
or qualified financial advisor. 


Selling our Meyado Member Services to 
high net worth individuals, you will be 
able to negotiate and handle complex 
portfolios at a senior level in order to 
achieve substantial rewards in this industry. 


Helping People... 
.. Achieving Goals 


We offer you the best initial and advanced 
training in the industry; a high level of 

IT and service support; a serious results- 
orientated package; a defined career 

path; and the opportunity to become a 
shareholder in our rapidly expanding 
company. 


If you have the ambition fo pursue a long- 

term career overseas, then send your CV Bg 

bon Ma 

s + Shanghai « $i 


Fax: (+44) 1932 887971 


For more information visit our website: www. meyado.com 











APPOINTMENTS 


ST. GEORGE’S HOUSE, WINDSOR CASTLE 
DIRECTOR OF STUDIES 


Since 1966, St. George’s House has provided a unique and intimate environment where 
people from all parts of society, who can influence social development, are invited to meet 
each other, It provides an opportunity to discuss freely major issues of social concern, in 
the hope of contributing to the betterment of a rapidly changing world. The Board of St. 
George's house wishes to appoint someone with energy, enthusiasm and vision as the 
Director of Studies. 


Requirements and Tasks to include: 


Leadership skills: to develop and oversee the day-to-day programme of St. George's 
House, and to encourage a greater degree of international participation in the consultations. 
Communication skills: to interact constructively with representatives of every sector of 
society. 

Genuine interest in the well being of society, and ability to identify key issues of 
concern: to encourage debate on major social issues, which may challenge conventional 
thinking, and to engage those with experience and influence at all levels of society in this 
debate at St. George’s House. 

Willingness to participate in consultations: to contribute to and to lead consultations, 
which might include those focusing on the in-service education of clergy, interfaith 
dialogue, ecumenical development, and leadership issues, 

Management skills: to manage and develop a cohesive team with appropriate skills to 
support the programme, 


The successful candidate, responsible to the Warden for the day-to-day running of 
the House, and for the maintenance of the highest standards, is likely to be of 
graduate status, with a proven track record in the academic world or the private 
sector. 


Salary is negotiable but in the region of £40,000. Accommodation will be available and 
consists of a two-bedroom flat. 
Closing date for Applications: Wednesday 18th April 2001. 


Further information may be obtained from the Warden, The Reverend Canon John A. White 
St. George's House, Windsor Castle, Berkshire SL4 INJ 
Tel: (01753) 848851 





EDITOR/ECONOMIST 


MIDDLE EAST & NORTH AFRICA 
BASED LONDON WEST END 


The Economist intelligence Unit has an unrivalled reputation for providing 
international companies with independent analysis on the political, 
economic and business environment, and publishes comprehensive 
macroeconomic forecasts on over 180 countries. An opportunity now 
exists for an experienced economist to join our team of specialists 
covering the Middle East and North Africa. 


We offer analysts the opportunity to work in a challenging, fast paced 
environment where enthusiasm and flair for the subject are the norm. 
You will track developments within specified countries and provide our 
clients with thorough, in-depth analysis and forecasting. You will travel 
to your region and maintain regular contact with government, business 
and media figures, 


Candidates must be PC literate, able to demonstrate in-depth knowledge 
of applied economics and a detailed knowledge of the region. Excellent 
written English and editorial skills are essential, as is the ability to meet 
regular deadlines. A particular interest in North Africa would be desirable, 
as would knowledge of Arabic. 


If you want to develop your skills and career with a global leader then 
please send your CV (preferably by email) with a covering letter and details 
of current salary to the address below. Salary dependent on experience 
plus excellent benefits. Non-EEA applicants will need to obtain a UK work 
permit. Please quote reference E1U075. Closing date: Thursday April 12th 2001. 


frrerrs cree ener eOLeriTeeaey svansen Pr egreneeneteesenns henereaennennenere varseneee ererrer terzetarrreear 
THE ECONOMIST INTELLIGENCE UNIT 


RECRUITMENT OFFICE 
15 REGENT STREET 





The Economist LONDON SWI1Y 4LR 


Intelligence Unit EMAIL: jobs@eiu.com www.eiu.com 
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Agricultural Extension Specialist — Bangladesh 


HTS Development Ltd is a leading provider of 
development consultancy services worldwide. 


We have a vacancy for a long term consultant to join an 
established project team in Bangladesh, helping to plan, 
implement and evaluate a range of pilot activities to 
improve the effectiveness of extension services. 


You will have a professional post-graduate qualification 
in Agricultural Extension and at least 10 years’ relevant 
experience, preferably in South Asia. Knowledge 
and experience of participatory planning systems, 
group based extension methods and capacity 
building are important. 


Please send CVs quoting ref: AESO1, by Friday, 20" April 
2001, to: 

Sue Adams, HTS Development Ltd, Thamesfield 
House, Boundary Way, Hemel Hempstead, 
Hertfordshire, HP2 7SR, UK 





® The Trilateral Commission 
NORTH AMERICAN DIRECTOR 


The Trilateral Commission, a non-governmental organization, was 
launched in 1973 to help think through the shared challenges and 
leadership responsibilities of the three main industrialized democratic 
areas of the world: Europe (EU countries), North America (Canada, 
United States, Mexico) and Pacific Asia (the original Japanese group 
was widened into a Pacific Asia group in 2000), Originally established 
for three years, our work has been renewed for successive triennia— 
most recently until mid-2003. 


The 375 members of the Trilateral Commission are distinguished 
citizens from the three areas, The annual meeting rotates among the 
three areas. There are some regional. activities, and project work draws 
together experts from the three areas, “Regional Chairmen, Deputy 
Chairmen and Directors lead the Commission, along with an Executive 
Committee. The three main staff members are the European Director 
(based in Paris), Pacific Asian Director (based in Tokyo), and North 
Ameriéan Director. The North American office performs some coordi- 
nating tasks for the overall’ Commission. 


We are recruiting a North American Director, likely to be based in 
Washington, D.C. He or she will work closely with the new North 
American Chairman, based in Washington; D.C. The small North 
American secretariat has been based in New York City, so the new 
Director will open a Washington office and reshape the regional staff 
in the way the new Chairman and Director deem most effective. 


The successful candidate will be a policy-oriented international affairs 
professional with substantial experience in government, university, 
NGO, or business settings: The capacity for open, collegial working 
relationships with counterparts in the other areas is critical. The new 
Director will have the flexibility and multiple talents required to work 
with scholars, public officials, business executives, and a small staff. 
Salary will be commensurate with experience and qualifications. 


To apply, transmit a letter and CV to the Trilateral Commission office 
at 345 East 46" Street, New York, NY 10017 (fax 212-949-7268, e-mail 
admin@trilateral.org). The closing date for applications is April 23. It 
is hoped the new Director will be able to begin work in the late spring. 















































*\ PPOINTMENTS 





Personnel Assistant 


The Common Fund for Commodities, an international financial 
institution located in Amsterdam, offers the position of Personnel 
Assistant. Reporting to the Head of the Unit, the incumbent will handle all 
personnel matters, including: 





* Recruitment of staff and consultants 

+ Preparation of contracts for all staff and consultants 

+ Entitlements administration 

« Administration of anual, sick and special leave 

* Social security 

* Personnel statistics and establishment tables 

+ Maintenance of the personnel files 

* Drafting of documents 

+ Human resources development 
Requirements: Secondary education preferably follawed by a professional 
qualification in Human Resources management or equivalent training. 
Extensive knowledge of personnel administration and regulations through 
comparable experience in the public or international sector (preferably in 
an organization of the United Nations system). Fluency in English, 
Working knowledge of other United Nations languages is an advantage. 
Maturity, tact, discretion and sound judgement, Flexibility and sensitivity 
to work in a multicultural environment. 
Salary and benefits: A competitive tax-free salary and other benefits 
including relocation, provident fund, insurance contributions, home leave, 
dependency allowance and education grant. Salary on the GS/7 level and 
other terms of employment are those offered in the United Nations system 
and will be determined on the basis of qualifications and experience. 
Applications in English including a detailed curriculum vitae should be 
received not later than 27 April 2001 addressed to: 


The Managing Director 
Common Fund for Commodities 
P. O. Box 74656 
1070 BR Amsterdam 
The Netherlands 


C 
f ioy International Labour Organisation/International Programme 
Sree on the Elimination of Child Labour 


Technical Specialist —- Education and Training 


P-4/P-5 Grade 
Headquarters / Geneva 


Deadline: 21 April 2001 


The International Programme on the Elimination of Child Labour (IPEC), 
one of the programmes of the International Labour Organisation, United 
Nations specialized agency (ILO) is urgently looking for a high level 
technical specialist in the field of education with a view to mainstreaming 
the child labour in the formal, non-formal and vocational training 
programme at international and national levels. 


DESCRIPTION OF DUTIES 


naar the supervision of the Chief of the section, the official will: 
Design/promote educational and vocational training programmes at 
both International and national levels and develop a plan of action. 
Provide technical inputs to the project design, review proposals, 
formulate, revise, submit project proposals, negotiate funding in 
collaboration with the Country Support Unit/other partners and 
evaluate the project activities. 
Monitor/coordinate research, design research methodologies and 
write research papers, reports and manuals on various related 
subjects. 
Lead technical advisory missions. 


QUALIFICATIONS REQUIRED 


Education: Advanced university degree in education or related field. 
Experience: Ten to fifteen years’ experience {at isast seven years at 
the Intemational level). 

Languages: Excellent command of Spanish and English. French 
would be an advantage. 


Piease send your curriculum vitae to: 
hamada @ilo.org or by fax: 0041 22 799 8771, IPECALO, Geneva 


a 
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ROUEN SCHOOL OF MANAGEMENT 


as part of its international expansion 
strategy is inviting applications for: 


in: p Finance 
> International Management 
> Managerial Accounting 
> Management of Information Systems 
>» Marketing 


Created in 1871 
and located only 
1 hour from 
Paris, 

ESC Rouen is the 
second oldest 
management 
school in France 


Please send applications (Curriculum vitae, list of 
publications and letter of application) to: 


Dr Francoise DOREY 


ESC ROUEN 
BP 188 ~ 76825 Mont- Saint- gnan Cedex - FRANCE $ 


@ 


ae 


d} International Labour Organisation/international Programme 


on the Elimination of Child Labour 


Chief Technical Advisor 


P-5 Grade 
Africa, Asia and South/Central America 


Deadline: 21 April 2001 


The International Programme on the Elimination of Child Labour (IPEC), 
one of the programmes of the International Labour Organisation (ILO), 
United Nations specialized agency is urgently looking for a high level Chief 
Technical Advisor in the field of ; Child trafficking and sexual exploitation, 
Child domestic workers, Drug trafficking and Child soldiers. 


DESCRIPTION OF DUTIES 
ina the supervision of the ILO Office Director, the official wilt: 

. Ensure effective implementation/monitoring/evaluation of the project 
activities and co-ordination of country/action programmes. 
Manage the project personnel and develop an institutional 
framework, 
Assume coordination with the Governments/the employers workers’ 
organizations, etc. in the planning/implementation of activities under 
the project and organize training workshops/meetings for those 
partners. 
Establish and develop information systems, prepare programme 
planning/impiementation reports, provide thematic support to IPEC 
and promote ILO policies specially regarding child labour. 


QUALIFICATIONS REQUIRED 


Education: Advanced university degree in economics, management, 
social science or related fleld with demonstrated expertise, 
Experience: Ten to fifteen years’ experience in project management 
and implementation in the region (at least seven years at the 
international level). Familiarity with UN policies and procedures would 
be an advantage. 

Languages: Excellent command of | English/French for Africa, English 
for Asia and English/Spanish for South/Central America. 


Please send your curriculum vitae to: 
hamada @ilo.org or by fax: 0041 22 799 8771, IPECALO, Geneva 
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Options 


Consultancy Services 


Opportunities for HIV/AIDS Specialists 


Options is a leading provider of management and 

consuitancy services in health. We work with governments, 

international development agencies and civil society to help 
implement effective health policies and programmes. 

We have three new opportunities in the field of HIV/AIDS: 

* HIV/AIDS Specialist based in London: responsibilities will 
include technical assistance assignments, policy advisory 
work, dissemination activities and business development 
(permanent position, fuli- or part-time) 

+ HIV/AIDS Advisor, based in Namibia, to support EC funded 
STD/HIV/AIDS activities. Experience of managing national 
HIV/AIDS programmes: and EU nationality essential (two 
year position, full-time) 

* Technical Specialists in HIV/AIDS, to join a panel of experts 
providing technical assistance and policy advice to an 
international donor organisation (short-term assignments) 












For all positions, you will have a qualification in health or 
development and more than 10 years’ relevant experience. 
You will be motivated, organised and analytical. Experience in 
the developing world and working with international donors 
will be an advantage. 

Contact Will Bannister at Options on +44 (0)20 7383 2494, 
or e-mail: w.bannister@options.co.uk or access our website 
at www.options.co.uk Closing date for applications is 
27th April 2001 (11th April for the Namibia position). 


Project Manager 


responsible for 
The MBA Banking and Finance Program 
At CESAG (Dakar) 


Who should apply? Any person, regardless of nationality, with 
extensive management and institutional building experience, 
preferably in the management of a professional post-graduate 
business school or equivalent programme. 


The Project Manager will have overall responsibility for managing 
the one year bilingual Masters Programme which will provide degree 
candidates with training in two fields of specialisation: , 


a) Banking Management and Auditing, and 
b) Corporate Finance and Securities Market Operations. 
The candidate must have an MBA degree or equivalent. 


The successful candidate will also have: 


* experience in banking and finance at an international level; 
¢ good training skills and ability to work independently. 


The successful candidate will be provided a 2 or 3 year contract. 
The compensation package will include a competitive base salary 
and other allowances. 


Starting date: July/August 2001, the programme starting in October 
2001. 


Any additional information can be obtained from the website 
(www.cesag.sn) 


or by sending an email request to: 
(courrier @cesag.sn) or (gerard.mazziotta@ banque-France.fr) 
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CARE 


INTERNATIONAL 
SHABGE Project 
The DFID-funded SHABGE project works with 310,000 low income women and men in 
Bangladesh to improve food security from homestead gardening. The project is currently 
restructuring in order to redirect its activities toward a sustainable livelihoods approach, 
Management Adviser (based in Dinajpur, North-West Bangladesh} 


A three-year position responsible for advising project staff on management practices that 
will translate these new ideas into practical results during the critical transition period. 


You must be educated to degree level and have extensive experience in a variety of 
management disciplines within an international context. 


Project Co-ordinator (based in Cox’s Bazaar, South-East Bangladesh) 


You would be responsible for the overall management and development of the project in the 
region. You must be educated to degree level and have extensive experience in rural 
development. 


Internationally competitive'salary and package. 
Further details canbe obtained from our web site at: 
www.careinternational.org.uk/Personnel/jobsUK. html 


Application by CV and 2 page covering letter outliging how you nwet our requirements F 
should be sent to patterson@ciuk.org no later than 17 April:2001, 


THE UNIVERSITY Of York 


ENVIRONMENT DEPARTMENT 


LECTURESHIP IN 
ENVIRONMENTAL ECONOMICS 


Applications are invited for a Lectureship in Environmental 
Economics in the Environment Department. 


Candidates with a PhD in any of the related fields- 
environmental, resource or ecological economics-are welcome 
to apply. Preference will be given to those with particular 
expertise in applied econometrics, who are able to contribute to 
the Department's teaching programme in this area. 
The. successful applicant will have a strong commitment to 
interdisciplinary research collaboration across the natural and 
social sciences. The post is available from 1 October 2001. 


Salary will be in the range £24,227 - £30,967 per annum. 
Informal enquiries may be made to the Head of Department, 


Professor Charles Perrings, tel: 01904 432999 or email: 
cap8@york.ac.uk 


For further information and details of how to apply please write 
to the Personnel Office, University of York, Heslington, York 
YO10 5DD or email: jobs@york.ac.uk quoting reference number 
13/3010. The closing date for applications is 1 May 2001. 
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~ MIDLAND SERVICES INC. ~ “ 


A EENE A 


r SELL OFFSHORE gank o yI 


FULL SERVICE FOR OFFSHORE BANKS 
(ACCOUNTS, INTERNATIONAL CARDS) 


OPENING OF ENCODED ACCOUNTS 
BANKING SEMINARS 
ANONIMOUS ATM CARDS 


www.offshore-seminar.com 
e-mail: offshore@panamaoffshore.com 
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The offshore pro 





Department for 
International 
Development 


The British Government Department for International 
Development (DFID), in partnership with the Government of 
West Bengal (GoWB) is supporting the Calcutta Urban 
Services for the Poor programme (CUSP). The overall 
purpose of CUSP is to improve the quality of life of the poor 
in the Calcutta Metropolitan Area. The programme has three 
components: improved urban planning at metropolitan and 
municipal levels, improved access by the poor to services and 
the promotion of sustainable economic development. It is 
estimated that the programme would cost £50-70 million and 
be implemented over seven to ten years. 
Consultancy companies and organisations, separately or as 
consortia, are invited to submit Expressions of Interest (Eols) 
to DFID for a six month contract starting in August 2001 to 
develop a design of the CUSP. The key outputs of the 
consultancy will be: 
a) a shared understanding of the opportunities and 
constraints in achieving the project purpose 
b) an agreed action plan with the GoWB, the relevant 
municipal bodies and DFID 
c) analyses to support the action as well as a plan for funding 
support. 
QUALIFICATIONS 
Expressions of Interest (Eols) should be submitted in 
conjunction with the Application Form which can be 
downloaded from the DFID website www.dfid.gov.uk found 
in the Working with us/Contracts/ Company Consultancy 
Opportunities section. 


Eols and capability statements will be evaluated against 


CALCUTTA URBAN SERVICES FOR THE 
POOR - DESIGN CONSULTANCY 


INDIA 


evidence of skills and experience in the following areas: 


Urban governance, development planning, management - 
financial management of urban local bodies - slum 
improvement, resettlement, low cost housing and land tenure 
security - poverty and vulnerability reduction strategies in 
the context of urban public services; social risk management 
and social protection; civil society partnership - economic 
development in a city wide context - environmental 
sanitation, protection of the urban environment, health 
services, infrastructure and services for water supply, 
transport and energy including operations and maintenance - 
policy analysis and communications with a wide range of 
stake holders - managing inter -disciplinary teams on 
complex process projects - experience of the urban sector in 
India, preferably in West Bengal - previous successful 
collaboration between any of the proposed consortium 
members. Consortia should provide evidence of commitment 
from each collaborating organisation and information about 
the nature of the proposed inter-agency management 
arrangements. 


Expressions of Interest should be as concise and focused as 
possible to give evidence of the above requirements and 
should in no case be longer than 4 A4 pages (single side, 
twelve point). Two hard copies only, received by the due date 
and time will be accepted. Canvassing DFID or GoWB for 
further information beyond that specifically made available 
could potentially lead to disqualification. 

This contract is also advertised in the supplement to the 
Official Journal of the European Communities. 


Closing date: 12 noon Thursday 26 April 2001. 


Please send expressions of interest, quoting reference: CNTR 01 2301, to Graeme Legge, Department for International 
Development, Room AH409, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA Scotland. Tel: 01355 843434. 


Expressions of Interest will not be accepted by e-mail or fax. 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 


extreme poverty by 2015. 


Ve 


r 


essionals since 1977 
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DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 

4 : VON European Commission. Most of the 
halving the proportion of people living in assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


CONFERENCES 





Bea 


but we also work elsewhere, including 
Latin America and in Central and Eastern 
Europe. 

DFID is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community. Selection 
is on merit. 


Royal College of Physicians* 
London, England 


“hy kind permission of the Treasurer 


“HEALTH WITHOUT BORDERS: OPTIMIZING GLOBAL PHILANTHROPY” 
World leaders in health philantivapy exploring haw philanthropy could make a greater and 
lasting impact on world health 
invited Attendees: 

SENIOR EXECUTIVES, BOARD MEMBERS, GLOBAL LEADERS 
+ PHILANTHROPIC FOUNDATIONS + CORPORATIONS ¢ 
+ HEALTH, MEDICAL, PHARMACEUTICAL INSTITUTIONS + 
+ GOVERNMENT BODIES ¢ INDIVIDUAL BENEFACTORS ¢ 


i Early registration advised: 


www.healthphilanthropy.org 
aihp-uk @healthphilanthropy.org or alhp-us@healthphilanthropy.org 
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EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 


APPOINTMENTS 


EuroCross hub at EuroAirport Basel. 


d # The Qualiflyer Group 





For further information contact your local travel agent 
or, +44 845 607 3000, www.crossair.com 


INVESTOR IN PEOPLE 


Chair/Readership in Social Enterprise 
Chair/Readership in Strategy 
Beneficial Bank Chair in Marketing/Readership in Marketing 


These are three key, senior posts offering the challenge of 
providing academic leadership in research and teaching in one 
of Europe's leading business schools. 


The Open University Business School is one of Europe's largest 
providers of management education, offering Professional 
Certificate, Diploma and MBA qualifications by distance learning, 
with high quality materials supported by a network of local tutorial 
and counselling staff. More than 25,000 students are taking the 
School's courses in the UK and there is a substantial international 
programme. Research is supported by substantial external grants 
from public and private sector organisations. The School was 
assessed in the HEFCE Research Assessment Exercise for the first 
time in 1996 and achieved a 3a rating; research has subsequently 
grown substantially. The School gained an ‘excellent’ rating in the 
last HEFCE teaching quality assessment, has Investor in People 
status, has gained the Queen’s Award for Export Achievement and 
has AMBA and EQUIS accreditation. 


We are looking for candidates with a distinguished research 
record, an enthusiastic commitment to teaching and to developing 
courses for managers, the ability to write high quality learning 
materials and an informed understanding of current developments 
in management education. They must have proven ability to lead 
teams and to manage projects. The posts are permanent. They will 
be offered either at the professorial scale (minimum £37,493 per 
annum, according to academic attainment and experience) or 
as Readerships on the scale £32,510- £36,740 per annum. 


We can offer you: 


© an opportunity to join the world’s leading 
distance teaching university, committed to 
quality and growth in:both global distance 


o strong support for your research, including internal research 
funding opportunities and excellent support for external 
funding bids, research and study leave and research students 


supervision 


+ the challenge of developing multimedia teaching materials in a 
feam environment. 


An application package (and access details for 
disabled applicants) can be obtained from our 
website at hitp://oubs.open.ac.uk by e-mail: 
OUBS-Recruitment@open.ac.uk; by telephone: Milton 
Keynes (01908) 652965; by fax: (01908) 655898; 
or by writing to: The School Office, Open University 
Business School, Walton na Milton Keynes — 

MK7 6AA, UK. 


Closing date for applications: 20th April 2001. 


Disabled applicants whose skills and experience 
meet the requirements. of the job will be interviewed. 
Please let us know if you need your copy of the 
further particulars in large print, on computer disk, 
or on audio cassette tape. Applicants who are deaf 
or hard of hearing may make enquiries on Milton 
Keynes (01908) 654901 (Minicom answerphone). 


The University offers a wide range of jobs 

with excellent training and career development 
opportunities. We actively promote equal 
opportunities in education and employment 
and welcome applications from all sections 

of the community, 


www.open. ac, uk/employment 


education and research 


TheOpen 


University Altogether a better place to work 
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TRADE CONSULTANCY 
ENABLING AGREEMENT 


EXPRESSIONS OF INTEREST - REF NO. EOI 2424 


SCOPE OF WORK 


As part of its commitment to the mainstreaming of trade in 
development assistance programmes and in line with the 
Government White Paper, Eliminating World Poverty: Making 
Globalisation Work for the Poor, DFID wishes to establish an 
Enabling Agreement (without a financial commitment, but 
separate call down contracts will be issued for each 
assignment) with a number of consultants (both individuals 
and firms) to provide trade related advisory and capacity 
building services to our overseas partners and in support of 
DFID’s activities in this field. Services required over the life 
of the agreement will include: identification, design, 
monitoring and evaluation, according to DFID procedures, of 
activities which DFID is funding concerned with trade policy, 
trade capacity development, multilateral and regional trading 
arrangements, Consultants included on the Enabling 
Agreement, will also be required to contribute to training 
events aimed at partner country government officials, DFID 
officials and other key target audiences who might be 
identified. It is envisaged the work will commence in August 
2001 and last for a period of 2 years, with the possibility of 
annual extensions, up to 5 years in total. 


QUALIFICATIONS 


DFID is inviting Expressions of Interest (EON from suitably 
qualified consultants and consultancy organisations. The 
successful applicant will be expected to demonstrate 
evidence of skills and experience in: (i) the multilateral 
trading system and regional economic integration, (ii) trade 
policy and capacity issues in developing countries and (ii) 
project cycle management procedures. 


EXPRESSIONS OF INTEREST 


EOI should be submitted using the application form available 
from the DFID website www.dfid.gov.uk under “Working 
With Us/Contracts/Consultancy opportunities” and should be 
in the form of a capability statement, of no more than four 
A4 pages, accompanied by abridged CV's of key personnel, 
Following assessment of the EOFs, DFID will invite short- 
listed applicants to submit full technical and commercial 
proposals, It is anticipated that invitations to tender will be 
despatched on 8 May 2001. Prices are not needed at this 
stage, however when required, prices must be in sterling and 
all payments under the contracts will be in sterling. 


This request for EOls is also advertised in the supplement to 
the Official Journal of the European Communities. 


EOI must be submitted to Joan Kerr (j-kerr@dfid.gov.uk), Room AH 409/2, Department for International 
Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA to be received no later than 


2 pm on 1 May 2001. 


Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 


reduction of poverty. DFID is committed 
fo the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 


DFID works in partnership with 
governments, international and na 
overnmental organisations, the 
i sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of the 
ance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


but we also work elsewhere, including 
Latin America and in Central and Eastern 
Europe. 

DFID is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community, Selection 
is on merit. 
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Readers are recommended 


to make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into.a 
binding commitment in relation to ar 
advertisement. The Economist Newspaper 
Limited shall nor be ikte fo ANY person 
Jor loss or damage 
as a result of h 
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a Quality serviced apartments offering best value N 
for money. Our apartments offer great savings 
bompared to hotels. Fully serviced. private. 
E bathroom, kitchan, TY, telephone, central a 

heating, elevator, 
a Centrally located in Kensington arga. w 


@ Tourist Board Approved @ 
a Ashburn Garden Apartments 





OFFSHORE 
TAX- F REE 


Companies world-wide 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED 
WHITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315-317 REGENT ST 
LONDON W1B 2HS, UK 











Formation and administration of 
companies, opening of bank accounta 
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OPPORTUNITIES 


tl HUNGARY 
Tel: +36- 1-21 7-96-81 


Fax: +36-1-21 7-44-14 
E mait: hungary @ aveco.com 













TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION, CONTACT: 


Mona Von Rahden 
Frankfurt 
Tel (4969) 975 87212 
Fax; (4969) 976 87221 
Email: 
monavonranden G economist com 


& cost-effective prices 





United pies boo | 





CYPRUS 
Tel: +347-4-636-919 
[l Fax: +357-4-636-920 
E-mail oyprus@ laveco.com 








Nathalie Henault 
Paris 
Tal: (33-1) $393 6604 
Fax: (33-1) 4289 1052 
Email: 
nathalishenaull @ econamist.com 









Become owner of Internet Casino! 
Best terms on the Web! 
www.SALECASINO.COM 
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GREFK THOUG 


4 Guide to Clansicat Knowledge 


WINNING 


VAEN DEAS AND DISPUTES 
ROBERT H. MNOOKIN 


Scott R. Poppet and Andrew $ Tuemme 
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AMSTERDAM 
GEERT MAK 
TRANSLATED BY PHILIPP BLOM 

"This is a superior history of a fascinating 
subject, written with vigor and grace and 
infused with wisdom, wit, and scholarship.” 

David Keymer, Library Journal 

Edition for se 


CAIRO 
ANDRE RAYMOND 
TRANSLATED BY WILLARD WOOD 
“Raymond lucidly delineates how the city, 
intrinsically tied to Egypts Islamic history... 
also reflects the multifaceted trends of mod- 
ern Egyptian history.’ 

Publishers Weekly 


ile in North America only * new in cloth 


new in cloth 


LENIN 


A Biography 
ROBERT SERVICE 
“A comprehensive and intimate biography of 
the Russian revolutionary.’ 
Washington Post 


Belknap Press * new in cloth 


GREEK THOUGHT 


A Guide to Classical Knowledge 
EDITED BY JACQUES BRUNSCHWIG 
AND GEOFFREY E.R. LLOYD 
TRANSLATED UNDER THE DIRECTION OF 
CATHERINE PORTER 

This volume explores the full breadth of 
what the Greeks knew as well as what they 
believed and understood about the condi- 
ions and possibilities of knowing. 

larvard University Press Reference Library 


Belknap Press * new in cloth 


BEYOND WINNING 


Negotiating to Create Value in 
Deals and Disputes 
ROBERT H. MNOOKIN, 
SCOTT PEPPET, AND 
ANDREW S. TULUMELLO 

"This is a book for everyone who negoti- 
ates—a universe that includes all of us...It is 
bound to change the world of negotiation in 
this new millennium." 
—John W. Cooley, 

American Bar Association Journal 





Belknap Press * new in cloth 





Master the Marketing Challenges 
of Globalisation, eBusiness, and 


areas oF the Knowledge Economy 
TRATHCLYDE 











Study individual modules, tailored programmes, 
or a Master of Science in International 
Marketing Online 


Please visit our website at: 


http://mscim.strath.ac.uk/c4.htm 


and then contact us to discuss how we can meet 
your specific management development needs 





University of Strathclyde, Department of Marketing, 
173 Cathedral Street, Glasgow G4 ORQ 
Tel: 0141-548 4590 Email: mscim@strath.ac.uk 








LONDON - Richard Cook 
Tel: +44 20 7317 0600 
Fax: +44 20 7317 0610 


LUXEMBOURG - Eveline Karls 
Tel: +352 224 286 
Fax: +352 224 287 


FINLAND - Till Sahlgren Bsc (Econ) 
Tel: +358 9 6969 2569 
Fax: +358 9 6969 2565 


HUNGARY - Laszlo Kiss 8c (Econ) 
Tel: +36 1 351 9959 
Fax: +36 1 351 9958 


CYPRUS 

Anastasia Yiannakou Mea 
Tel: +357 2 673 211 

Fax: +357 2 673 463 


MADEIRA - D Fiske De Gouveia 
Sc. MBA, MSI, MMI CIA LOA 

Tel: +351 291 201700!" 
Fax: +351 291 227144 


| SINGAPORE 
lorence Nathan Aas 
Tel: +65 535 3382 
Fax: +65 535 3991 


HONG KONG 
Raymond Choi mea 
Tel: +852 2522 0172 
Fax: +852 2521 1190 


wwWww.o0ocra.com 


1509002 94 Certificated » A member of the Estate and General Group established in 193 


WA. 


WORLD WIDE 

Grosvenor Court, To 

Isle of Man, IM8 TJA, 

TEL: +44 1624 815544 

FAX: +44 1624 817080 

E-mail: economist@ocra.com 
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— . 3 ia Cowan ambo BE Fax: +44 (0) 20 7795 0016 Fax, +353 (Ø) 1 662 1884 
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MAKING PROFITS 
TRADING FOREI'SN CURRENCIES ! ji 
TE-CARLO 
First for prestige business and special occasion events 
management in Monaco and the Riviera. Combining World 


SEND AN E-M AIL FOR DETAILS TO Class business and entertainment facilities with World 


Renowned pleasure activities 





Tel/Fax: +33 4 93 41 98 94 
[ www.absolutelymontecario.com 











forex@pzim.com 


P. ZIHLMANN INVESTMENT MANAGEMENT AG CORPORATION REGISTRATION IN 
LIMMATQUAI 72 SWITZERLAND 
8001 ZU RICH/SWITZERLAND Establishment in Switzerland for All Firms 


Phone +41 1 258 5111 Fax +41 1268 5151 We offer you THE best support in a professional way for your operation 
www.pzim.com in Europe & all over the world featuring: 


OVERALL lowest business taxes IN the world 
FREE inheritance/donation tax 
Since 1987 The oe ae Group have been T "saw e in THE chosen COUNTIES: OF Zug & 
assisting pea s fr PORA to EPS SOVEREIGN INCORPORATION / headquarters transfer 
s 

avings in tax. We profide a full range of onshore trade business / distribution 
and offshore serviceé designed to save tax for VISIT OUR WEBSITE: taai ing ; i 

invoicing / administration / accounting 


SovereignGroup.com 
you and/or your comffany. Call us and we will ffi g E MAIL RECEPTIONIST 
be pleased to show you how our services EE, EAE ) 
Licences / Patents 


can save you morfey and maximise the 
Property or Office leasing 


value of your asse 

estate tax reduction 
asset seizure protection 
tax minimization 





forty years active experience of international business 
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ECONOMIC INDICATORS 


OUTPUT, DEMAND AND JOBS Despite fears of a possible recession in America, retail sales | 











rose in the year to January, though more slowly than before. Sales in Italy dropped by 1.0% over 


the same period. Industrial production shrank by 2.1% in Japan in the year to February. But itis | 


picking up in Spain; growth reached 4.7% in the 12 months to January. 



















































































% change at annual rate The Economist poll industrial Retail sales © Unemployment 
GDP _ GDP forecasts production (volume) % rate 
ee 3mthst 1year 2001 2002 = 3mths? 1year 1 year latest year ago 
Australia -22 +210 +30 +40 -15 +42 93 04 | ) : 
Austria tt 12+ 19 03 +27 Da + 2.2 Now ~_1.3 Dec 3.7 Jan 37 
Belgium + 43 + 28 na + 6.7 Jant + 5.0 Dec 10.6 Febt 110 — 
Britain 14+ 26 +28 = 20 pilom + 5B eb 52 lank 5.9 
Canada + 26 +35 +18 +32 Dee +39 De 69 feb 68 
Denmark +20 + 2.2 Da + 43 jan = 1.0 De 3.3 Jan 5.4 
France t39. + 29 +25 + 2.9 Jan + 1.4 Jan 9.0 jan 10.5 
Germany + 0.8 + 28 + 3.9 + 7.1 Jan + 48 Jan 9.3 feb 10.1 
italy +32 426 + 68 +96 n= 1.0 an 101 0a NI 
Japan 3.2 + 17 -36 ~ 2.1 Feb + 1.8 Jan 4.9 jan 47 
Netherlands +51 +33. +86 +94 Dec + 29 Nov 2.4 Fens 28 
Spain +29 +37, 1 + 3.5 +06 +47 Jan na 13.7 Jan 150 
Sweden +24 +2604 + 31 | +33 na +10,1 Dec +49 Jan 4.2 Feb“ A 
Switzerland + 18 +24 na + 5,0 Qa ~ 2,0 Dec 1.9 feb* 24 
United States + 1.1 + 3.4 ~ 47 + 1.2 Feb + 2.3 jan Ai 
Euro area 428 + 29 +66 +51 jaan + 17 Dec 95 








*Not seasonally adjusted. "Average of latest 3 months compared with average of previous 3 months, at annual sate, 'Nov-Jan; claimant count rate 3.4% 
in February, Sdac-Febs 








PRICES AND WAGES Consumer prices in Germany rose by 2.5% in the year to March. Swed- 
ish producer prices increased by only 2.5% in the year to February; falling telecoms and tele- 
coms-equipment prices pulled inflation below the market’s expectations. In February Italian 
producer prices increased by 4.9% over the previous year. 



























































% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast Producer prices* © Wages/earnings 
ee 3mthst 1year 2001 2002 3 mths? 1year 3mths? 1year 
Australia +i + 5.8 O4 +39 + 3.0 +10.2 + 84 Qa ~ 3.3 + 5.0 Q4 
Austria a na + 2.6 feb Aa Aio ZIA + 26 Fe +19 + 2.2 Dec 
Belgium ~ 0.2 + 23 Feb +20 +19 735 +54 lm +37 +16% 
Britain i <01 27 Feb 422 +25 2145 16 Feb + 75+ 44 Jan 
Canada + 07 + 29 feb +24 +22 — 424 +31 ja = 30 + 17 Dec 
Denmark +05 + 24 Feb +23 +23 ~46 +34 feb +30 +3604 | 
‘France - 05 + 1.4 feb +14 +15 +05 + 3.6 jan +46 +5303 
Germany +43 + 2.5 Mar +17 + 15 ~ 15 + 3.7 Feb na + 24 lant 
“italy +32 +30 Feb +22 +20 +16 +49 Fe +09 + 1.7 Dect 
Japan -01 +01 ian -04 -03 +27 +01 feb na = 03 Jan 
Netherlands +26 + 45 Feb +32 +23 +36 +68 Jan +23 +29 Jan 
Spàin . + 30 + 3.8 Feb +29 +27 + 15 + 39a +32 + 2.4 Q3 
Sweden na + 1.6 feb +17 + 17 +06 +25 Feb + 3.7 + 2.6 Dect 
Switzerland 1 04 108ta +14 1S -02 OB em + 02199 
United States +37 + 3.5 feb +26 +23 +51 + 4.0 Feb 447 + 4,1 Feb 
Euro area +16 + 2.6 Feb +19 + 18 +26 + 48 Jan + 1.2 + 18 Q3 








| | | 








COMMODITY PRICE INDEX 

UMMM Average world cotton prices 
have fallen by 22% since the start of the year, ` 
to 51.75 cents a pound. As demand from 
American mills stalls, selling by speculators 
in New York has dragged the May contract 
to its lowest price for nearly 15 years. The In- 


reckons that world production in the 12 
months starting last August will be 203m 
tonnes, 50,000 tonnes more than consump- 
tion. In China, the biggest producer and 
consumer, output is forecast to reach 4.7m 
tonnes, the highest for six years. Higher 
prices relative toother crops are persuading 
farmers to grow more cotton. As a result, 
China, which has a policy to run down its 

ile, is now expected to import a mere 
175,000 nnes of cotton in 2001-02. 





1995=100° % change on 
Mar 20th Mar27th* one one 
os ers month year 





All items 
Food 





















































industrials 
All 71i 706 -14 -95 
Nfat 63 66.0 + 21 -106 
_Metals 13,2 745 ~ 38 = 86 
Sterling index 
All items 778 76.2 - 1.2 + 31i 
Food _ 76. 73-13 +57 
industrials 25, 775 = 10 ~ 02 
Euro index 
All items 102.2 1023 +13 +12 
food _ VOUT 101.1 + 1.2 + 37 
industrials 1036 1040 +15 ~ 2.0 
Yen index T 
All items 91.5 90 +44 + 86 
Food 905: 900 +43 +113 
industrials 928 925 +45 + 5.2 
Gold s 
$ per oz 260.00 262.10 = 23 =- 66 
Crude oil North Sea Brem 
$ per barrel 25.14 25.90 - 02 + 11 
West Texas Intermediate 
$ per barrel 25.73 ike - 26 +14 


* Provisional. $ Nonfood agricutt 











M BELGIUM The Belgian economy has 





been performing well over the past few 
years, Growth has been in line with that of 
other developed countries, and consumer- 
price inflation was low until last year’s oil- 
price shock. Best of all, unemployment has 
started to fall. Looking ahead, the oecp 
forecasts steady economic growth and con- 
tinuing falls in unemployment. Even so, the 


GDP 


% increase on a year earlier 


99 2000" ot 








jobless rate will remain above the average 





Consumer prices? 
* * % increase on a year earlier 
number of serious weaknesses in the la- eee 

bour market. The participation rate is low, 
the incidence of long-term unemployment 


is high, labour mobility is low, wages are Beek: 


for other advanced economies, because of a 


not flexiblé enough and taxes on labour are Belgium 


excessive. Further sustained growth, the 














OECD says, depends upon tackling these 
problems. 
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ternational Cotton Advisory Committee | 











| 
| 
f 
| 
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`i *Merchandise, Australis, Britain, france, Canada, Japan and United States imports fob, exports fob. All others cifffab £39900 106, 





INANCIAL INDICATORS 


“MONEY AND INTEREST RATES American Treasury bonds plummeted on March 27th, after 
an unexpected rise in one consumer-confidence indicator boosted shares. In February the 12- 
‘month growth rate of Canada’s broad-money supply slowed again, to 6.3%. 


__Money suppi supply* 


% rise on year ago over- 3-mth money market banks 


narrow 


interest rates % p.a. (Mar 28th 2001) 








Australia 






























-29 





Switzerland 





United St States ~ 0.7 +10.1 Feb 5.06 





Euro area* +14 +47 jan 4.75 











4.56 3. CEN 


5.65 


421. 





| 





*Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4 Sources: Commerzbank, Den Danske, J.P. Morgan Chase, Royal Bank of 
Canada, Svenska Handelsbanken, Warburg Dillan Read, WEFA Gp, Westpac, Thomson Financial Datastream Rates cannot be construed as banks’ offers. 





STOCKMARKETS After hitting lows for the year, stockmarkets rallied briefly, despite more 
profit warnings on March 28th. Most markets managed gains over the week; the Dow and the 





Nikkei closed up 3.1% and 5.0% respectively, though the Nikkei fell back on March 29th. 





































































































































Market indices 
ene OOF one ““yecord Dec 31st 2000 
Mar 28th high low week year high infocal in $ 
; = Currency terms 
Australia (All O 33121 30943 - 14 - 31 ~ 6} = 08 17 
Austria (ADO 7.2195 10822 + 16 +50 -327 + 90 + 32 
Belgium (Bei 20) 27598 3,0304 2,5916 +29 =~ 24 -250 ~ 8&8 -136 
Britain (FTSE 100) "5614.0 63345 5,3148 + 13 149 -190 = 98 ~ 133 
Canada (Toronto Composite) 7,5065 9,348.4 7,6398 - 21 -226 ~341 ~160 ~197 
Denmark (Copenhagen SE) 878.3 1,002.1 853.1 + 19 ~ 08 m15 - 31 ~ 83 
France (SBF 250) 3310.5 3,820.2 31079 + 24 ~200 -246 -122 -169 
Germany (Xetra DAX) 5817.5 6,795.1 53880 + 35 -260 -279 ~ 96 ~144 
italy (BCI) 1,692.1 19484 1,6096 + 27 -174 ~225 -117 -164 
_ Japan (Nikkei 225) 13,7655 14,0324 118197 + 50 -335 -646 ~- 01 ~ 64 
(Topix) 13373 1,3130 1,1620 + 49 -228 -536 +42 -23 
' Netherlands (EOE) 5528 6423 518.3 + 20 a ~179 
| Spain (Madrid SE) 8731 9639 8186 + 26 ~ Bi 
Sweden (Affarsvariden Gen) — 23485 292.73 2238 17 4 22.6 
Switzerland (Swiss Market) 6,966.9 8,135.4 + 0.0 9 ~19.4 
United States (DJIA) 9,785.4 10,9836 +3 : = 93 
E (S&P 500) 11533 1,373.7 1,1176 + 28 -235 -126 
(Nasdaq Comp) 1,854.1 2,859.2 1,830.2 + 1.3 -601 -24.9 
, Europe (FTSE Eurotop 300)" 1,3620 1,5455 1,2790 + 21 -178 ; 
' Euro area (FTSE Ebloc 100)" 12219 14041 1,1439 + 23 -18.5 -16.9 
| World (MSCI)? 1,065.4 1,249.2 + 












“in euro terns. Tongan Staniay Capital international index includes individual markets listed above plus eight others, in dollar terms 
#salamon Smith Barney World Government Bond Index, total retum, in dollar terms. SRebased. 





TRADE. EXCHANGE RATES AND BUDGETS In the 12 months to Januaty the visible-trade deficit in the euro area, which now includes 
Greece, widened to $9.3 billion. A year earlier the 12 countries had registered a 12-month surplus of $31.5 billion. Britain's current-account deficit 














E BANK BRANCHES The more people a | 
bank can serve through each branch, the 
better. Branches typically make up about | 
half of a bank’s total costs. So if a bank can 
get rid of any, it will. American banks have 
been the world’s most successful at getting 
the utmost out of their branch networks. At 
the end of 1999, according to the orcn, 
American banks served almost 12,000 peo- 
ple out of each of their branches. In Bel- 
gium, where practically every village has its 
pub and its bank, bank branches serve only 
698 people, on average. The relative branch 
density of the countries in our chart has not 
changed a great deal of late. In 1994, Belgian 
bank branch concentration was the high- 
est, and America’s the lowest. The biggest 
mover is Australia, where banks have em- 
barked on a big branch-cutting pro- 
gramme. 














expanded to $24.5 billion in 2000. The trade-weighted value of the yen increased by 1.4%. 


Trade balance*, $bn_ 





0.04 lan 
~ 0.77 Dec’ 








Current account 


$bn 
latest 12 mths 














_Exchange rate Currency units Budget 
The Economist poll trade-weighted? per per per per balance 
% of GDP, forecast Mar 28th year ago $ £ euro ¥100 «= % of GDP 
2001 2002 o Mar 28th  yearago aaa t 
-3.4 3.6 69. o 78.4 





2,02 1,63 290 1.80 1.66 09 






























































Sweden 56 Jan i ; 
Switzerland ae OTT Feb - 08 asu ngs n oe 
United States -39.50 Jan ~ 455.2 -4349 0 -43 393 

Euro area ~ 6.94 hans = OF 2337 jan OD D2 





| Stiot seasonally adjusted. 
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EMERGING-MARKET IND 





m CATASTROPHES Last year was a rela- 
| tively good one for disaster insurers. Ac- 
| cording to Swiss Re, a big reinsurance com- 
| pany, man-made and natural calamities 
| cost the insurance industry $10.6 billion, 
| one-third of the bill for 1999. However, it 
was one of the worst years ever for flood 
damage, which accounted for almost one- 
quarter of the costs and both of the two big- 
gest catastrophes. Man-made disasters cost 
$3 billion last year. Industrial fires ac- 
counted for almost half of this amount. The 
| loss of satellites in space contributed losses 
of about $1 billion. 























ECONOMY Argentina’s fourth-quarter Gor fell by 2.0% over a year earlier. For 2000 as a 
whole, cpp shrank by 0.5%, more than expected. Chile’s Gop rose by 4.5% in the year to the. 
fourth quarter. Growth in 2000 rose to 5.4%, after a contraction in 1999. Hong Kong’s consumer 
prices fell by 2.1% in the 12 months to February, continuing more than two years of deflation. 


Foreign reserves*, $bn 





% change on year earlier 


_Latest 12 months, $bn 


























































































Insured damage has little connection to 
costs in human lives. Of the 12 worst catas- 
trophes ranked by death toll, none in- 
volved big insurance losses. All were in de- 
veloping countries, where high property 
values and insurance are rare. By contrast, 
six of the 12 most expensive disasters cost no 
lives; most affected only rich economies. 






































GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 7.3 Q4 +10.2 Feb + 1.6 Feb? +23.6 teb +15.7 1999 168.3 Dec 157.7 
| c + 2.4 Feb +94 03 114.3 fe 93.1 
| india +600 + 28n + 32jam 183 — 54 aa 39.0 Feb 33.5 
| indonesia + 5.208 + 4, + e +280 an + 61 2B bee 265 
| Malaysia +650 +125) + 16feb +156 +9783 291 mn 32.2 
| Philippines + 3604 24a + 67fe + 7.3 dan +82 Nov 13.1 dec 13.2 
Singapore +10.5 a +13.3 feb + 20 m + 3.7 feb +218 Q 80.1 Dec 76.8 
South Korea + 4.600 + Ol jan + 42feb 4129 fe +113 te 953 fe 797 
Taiwan  +åloa  +91fe - 10h + 91 teh + 96 aa 110.1 fe 1135 
Thailand + 3108 + 350 + 15 eb +401 4 78 an 322 Jan 21.9 
Argentina ~ 2.0 Q4 =- 0.1 feb = 1.7 Feb + 1.3 Jan -10.5 3 25.2 Dec 26.3 
Q 34.8 
14.4 






























































Colombia +21% 50 feb + 2.3 Dec Feb 84 y 
Mexico + 5.1 Qa + 1.9 Jan + T1 feb ~ 87 Feb ~17.7 a4 39.4 jan 33.6 

Peru O t6 Bl pe + 36 Feb - OA ton  - 17 o4 8.4 Dec 8&7 j 
Venezuela + 33 Q3 na + 12.7 Feo + 6.6 oa +13.4 ga 13.9 Jan 12.3 

Egypt + 6.5 20007 +94 2000" + 2.3 dec ~10.4 Q4 ~ 0.8 o4 13.1 Nov 15.0 d 
israel + 30o +107 on + O03 feo — -Zire ~ 0.7 03.234 feo 22) 
South Africa + 330: + 57 in + 78fe + 34m - O05 a8 6.1 Jan 64 
Turke +74Q3. +65 Jan + 33.4 Feb ~26.5 Dee = 98bde 20.0 be 233 

Czech Republic + 3.9 a4 413.8 jan + 40 feb 5 34 fb = 23o 130 sn 12.8 
Hungary + 42 a4 + 6.4 jan + 10.4 Feb = 25 an = 1,9 Jan 10.8 Jan 11.2 
Poland +24% - OL eh + 66fo -110 Jan ~ 9.8 mn 25.3 de 245 
Russia + 7.7 2000 + OB Feb + 22.3 Feb +61.0 pa +43.8 a3 25.9 Jan 89 


*Excluding gold, except Singapore; IMF definition. Year ending June. #New series. 








FINANCIAL MARKETS The Istanbul market fell by 11.8% as investors lost confidence in the 
government's ability to pull the country out of economic turmoil. Profit warnings in America 
helped to knock 4.3% off share prices in Singapore. Poor liquidity and a shortage of buyers led to 


ashare-price plunge of 3.4% in Cairo. 





















































































































































Currency units Interest rates Stockmarkets % change on 
Ber s “per £ short-term Mar 28th Dec 31st 2000 
Mar 28th yearago Mar 28th % p.a. one  inlocal n$ O| 
week currency terms | 
China 8.28 8.28 13 5.40 2,208.4 +18 + 07 + 07 
Hong Kong 7.80 7.79 112 485 12,851.4 -23  ~ 149 - 149 
india 466 E 66.9 850 3,788.2 -01 -= 46 ~ 45- 
indonesia 14,907 1552 O 352 O +07 =- 99 TBI 
Malaysia ; 545 330 6608 ~18 = 28 - 28- 
Philippines 49.2 40.9 70.6 11.13 14516 -~ 14 - 29 - 13 | 
Singapore 180 171 258 225 1,6543 SA3 S IO S 
South Korea 1,867 5.70 528.8 ~ 0.7 + 48 + 19 i 
Taiwan ; 7 468 470 58194 +35 + 227 +244 
Thailand a45 «378 638 250 2871 - 14 + 67 + 40 
Argentina _ 1.00 1.00 1.43 10.19 454.0 +60 + 89 + 87 
Brazil O O 22 O O3 O 304 1585 14,6319 -15 = 62-137 | 
3,88* 4,895.2 -08 + 06 - 24 
296 8104 - 10 + 137 + 103 
16.06 5,700.4 -312 + 09 + 15 
: 9.88 1,268.4 -03 + 50 + 52_ 
Venezuela 707 668 1,014 10,99 7,429.2 ~ 27 + 93 + 83 
Egypt 3.88 343 557 9.10 6,064 1 -34 = 209 - 207, 
israel 4.21 4.00 6.04 5.51 395.9 +08  - 200 
South Africa 8.00 645 115 10.57 8,4021 -09 + 09 
Turkey 1,003,000 583,710 1,439,004 7600 76148 -118 - 193 
Czech Republic 387 37.0 55.5 5.01 444.0 ~o1  - 72 
Hungary 30 27 a 11.74 6,692.2 +02 - 147 
Poland 410 40 588 17.76 14,7920 106 - 174 
Russia 28.8 28.4 413 2500 173.57 -08 + 216 





“inflation adjusted. Tin dollar terms. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgar 
Chase, Hong Kong Monetary Authority, Centre for Monitoring Indian Economy; REL; EFG—Hermes; Bank Leumi Le-(srael: Standard Bank Group, Garant 


Bank; Deutsche Bank; Russian Economi Trends. 
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Introducing Sun Fire" ca n 





‘Dinosaurs belong 
in museums. 
Not in your data center. 





Introducing a system solution so dramatic, it’s 
not just a new server, it’s a catalyst for an 
entirely new way of thinking about your data 
center. Sun Fire” midframe servers, the first in 
a new line of highly available servers from Sun 
that deliver true mainframe-class capability to 
your network in a midrange system. Why is that 
important? Because to capitalize fully on the 
Net's opportunities, you'll need thé infrastruc- 
ture that allows you to flexibly meet 
the demands of massive informa- 
tion explosion. To that end, we built 
Sun Fire midframe servers from 





the ground up on the award-winning, 





+ First in their class with fourth- * Scalable t@24 UltraSPARC III 
generation dynamic reconfiguration processors, 192 GB of memory 
and partitioning. e and 70 TB of disk storage. 





next-generation UltraSPARC™ IIl processor and the 
rock-solid Solaris” 8 Operating Environment—the 
platform that carries 75% of Net traffic. These 
systems are capable of feats never before 
seen outside the mainframe world. Fully redun- 4 
dant and virtually hot-swappable everything 
eliminates any single point of failure. And com- 
mon components, flexible upgrade programs 
and seamless applications portability mean 
unsurpassed investment protection for you. 
Engineered to deliver, these servers embody 
the kind of innovative thinking you’ve come to 
expect from Sun, the leader in server sales in 
the U.S. with the strongest growing market 
share worldwide. Suddenly, everything else out 
there is looking positively prehistoric. 
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i sun.com/sunfire 
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